Final Report
Affiliate and Management Audit of
Interstate Power and Light Company
Public Version
Confidential Material Redacted

Presented to:
Utilities Board
State of Iowa

Presented by:
The
Liberty Consulting Group

65 Main Street
Quentin, Pennsylvania 17083
(717) 270-4500 (voice)
(717) 270-0555 (facsimile)
Admin@LibertyConsultingGroup.com (e-mail)

September 27, 2012

Final Public Report to the
Iowa Utilities Board

Table of Contents

Management and Operations Audit of
Interstate Power and Light

Table of Contents
I.

Introduction ........................................................................................................................... I-1
A. Audit Scope and Objectives .............................................................................................. I-1
B. Work Approach ................................................................................................................. I-2
C. Summary of Liberty’s Background .................................................................................. I-4
D. Company Profile ............................................................................................................... I-5
E. Conclusion and Recommendation Summary .................................................................. I-10
Chapter Two: Governance and Senior Management .......................................................... I-10
Chapter Three: Planning ..................................................................................................... I-12
Chapter Four: Finance and Budgeting ................................................................................ I-13
Chapter Five: Construction Program Planning ................................................................... I-14
Chapter Six: Electric Operations ........................................................................................ I-18
Chapter Seven: Gas Operations .......................................................................................... I-21
Chapter Eight: Customer Service........................................................................................ I-21
Chapter Nine: Supply - Electricity and Natural Gas ........................................................... I-22
Chapter Ten: Emergency Planning ..................................................................................... I-23
Chapter Eleven: Affiliate Transactions ............................................................................... I-25
Chapter Twelve: Civil Penalties – Gas Safety Violations .................................................. I-27

II.

Governance and Senior Management ................................................................................. II-1
A. Background ..................................................................................................................... II-1
1. Governance ................................................................................................................. II-1
2. Senior Management .................................................................................................... II-3
3. Evaluation Criteria ...................................................................................................... II-3
B. Findings........................................................................................................................... II-5
1. Board Membership...................................................................................................... II-5
2. Governance Principles ................................................................................................ II-6
3. Board Committees ...................................................................................................... II-7
4. Organization Structure .............................................................................................. II-10
5. Staffing...................................................................................................................... II-13
6. ITC-Midwest Sale ..................................................................................................... II-16
C. Conclusions ................................................................................................................... II-21
D. Recommendations ......................................................................................................... II-34

III.

Planning ......................................................................................................................... III-1

A. Background .................................................................................................................... III-1
B. Findings.......................................................................................................................... III-2
1. Strategic Planning – Mission, Goals and Objectives ................................................. III-2
2. Strategy Development Processes and 2010 Strategic Plan ........................................ III-4
3. Electric Resource Strategy – 2010 and 2011 ............................................................. III-9
4. 2011 Strategic Plan .................................................................................................. III-14
5. 2012 Electric Resource Planning Updates ............................................................... III-16
September 27, 2012

Page TOC-1
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

6.
C.
D.
IV.

Table of Contents

Management and Operations Audit of
Interstate Power and Light

Linking Capital Plans with Budgets ........................................................................ III-17
Conclusions .................................................................................................................. III-18
Recommendations ........................................................................................................ III-31
Finance and Budgeting .................................................................................................. IV-1

A. Background .................................................................................................................... IV-1
B. Findings.......................................................................................................................... IV-1
1. Financial Management ............................................................................................... IV-1
2. Financing and Cash Management .............................................................................. IV-4
3. Financial Insulation.................................................................................................... IV-9
4. Pensions and Tax Policies ........................................................................................ IV-12
5. Budgeting ................................................................................................................. IV-16
6. Budget Performance Management ........................................................................... IV-19
C. Conclusions .................................................................................................................. IV-20
D. Recommendations ........................................................................................................ IV-27
V.

Construction Program Planning .......................................................................................... V-1
A. Background ..................................................................................................................... V-1
B. Strategic Capital Allocation ............................................................................................ V-1
1. Background ................................................................................................................. V-1
2. Findings....................................................................................................................... V-2
3. Conclusions ................................................................................................................. V-6
4. Recommendations ....................................................................................................... V-7
C. Load Forecasting............................................................................................................. V-7
1. Background ................................................................................................................. V-7
2. Findings....................................................................................................................... V-8
3. Conclusions ............................................................................................................... V-11
4. Recommendations ..................................................................................................... V-12
D. System Planning............................................................................................................ V-13
1. Background ............................................................................................................... V-13
2. Findings..................................................................................................................... V-16
3. Conclusions ............................................................................................................... V-23
4. Recommendations ..................................................................................................... V-25
E. Capital Budgeting ......................................................................................................... V-27
1. Background ............................................................................................................... V-27
2. Findings..................................................................................................................... V-28
3. Conclusions ............................................................................................................... V-31
4. Recommendations ..................................................................................................... V-32
F. Management Reporting and Monitoring....................................................................... V-33
1. Background ............................................................................................................... V-33
2. Findings..................................................................................................................... V-34
3. Conclusions ............................................................................................................... V-37
4. Recommendations ..................................................................................................... V-38
G. Project Management ..................................................................................................... V-39
1. Background ............................................................................................................... V-39

September 27, 2012

Page TOC-2
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

2.
3.
4.
VI.

Table of Contents

Management and Operations Audit of
Interstate Power and Light

Findings..................................................................................................................... V-40
Conclusions ............................................................................................................... V-46
Recommendations ..................................................................................................... V-47
Electric Operations......................................................................................................... VI-1

A. Staffing........................................................................................................................... VI-1
1. Background ................................................................................................................ VI-1
2. Findings...................................................................................................................... VI-2
3. Conclusions ................................................................................................................ VI-5
4. Recommendations ...................................................................................................... VI-5
B. Maintenance ................................................................................................................... VI-6
1. Background ................................................................................................................ VI-6
2. Findings...................................................................................................................... VI-6
3. Conclusions .............................................................................................................. VI-11
4. Recommendations .................................................................................................... VI-12
C. Distribution O&M Costs .............................................................................................. VI-13
1. Background .............................................................................................................. VI-13
2. Findings.................................................................................................................... VI-13
3. Conclusions .............................................................................................................. VI-16
4. Recommendations .................................................................................................... VI-17
D. Cost Analysis and Management................................................................................... VI-17
1. Background .............................................................................................................. VI-17
2. Findings.................................................................................................................... VI-18
3. Conclusions .............................................................................................................. VI-22
4. Recommendations .................................................................................................... VI-23
E. Operations Support ...................................................................................................... VI-24
1. Background .............................................................................................................. VI-24
2. Findings.................................................................................................................... VI-24
3. Conclusions .............................................................................................................. VI-25
4. Recommendations .................................................................................................... VI-26
VII.

Gas Operations ............................................................................................................. VII-1

A. Background .................................................................................................................. VII-1
B. Findings........................................................................................................................ VII-2
1. Capital and Operations & Maintenance Spending ................................................... VII-2
2. Gas Operations Organization ................................................................................... VII-3
3. Annual Capital Planning .......................................................................................... VII-4
4. Project Management ................................................................................................ VII-5
5. Gas Compliance & Safety........................................................................................ VII-6
6. Meter Testing ........................................................................................................... VII-7
7. Performance Metrics ................................................................................................ VII-8
C. Conclusions .................................................................................................................. VII-8
D. Recommendations ...................................................................................................... VII-11

September 27, 2012

Page TOC-3
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

VIII.

Table of Contents

Management and Operations Audit of
Interstate Power and Light

Customer Service ........................................................................................................ VIII-1

A. Background ................................................................................................................. VIII-1
B. Findings....................................................................................................................... VIII-3
1. Billing and Customer Care...................................................................................... VIII-3
2. Credit and Collections............................................................................................. VIII-4
3. Customer Satisfaction Measurement ...................................................................... VIII-5
4. Customer Complaints and Resolution .................................................................... VIII-6
5. Marketing and Key Accounts ................................................................................. VIII-7
6. Call Center & Retail Office Operations .................................................................. VIII-7
7. Meter Reading......................................................................................................... VIII-9
8. Field Services ........................................................................................................ VIII-10
9. Revenue Protection ............................................................................................... VIII-10
C. Conclusions ............................................................................................................... VIII-11
D. Recommendations ..................................................................................................... VIII-17
IX.

Supply – Electricity and Natural Gas............................................................................. IX-1

A. Background .................................................................................................................... IX-1
1. Electricity ................................................................................................................... IX-1
2. Natural Gas ................................................................................................................ IX-1
B. Findings.......................................................................................................................... IX-2
1. Electric Supply Procurement ..................................................................................... IX-2
2. Natural Gas Supply .................................................................................................... IX-7
3. Price Risk Management ........................................................................................... IX-11
4. Controls and Documentation ................................................................................... IX-15
5. Organization and Staffing ........................................................................................ IX-20
C. Conclusions .................................................................................................................. IX-21
D. Recommendations ........................................................................................................ IX-26
X.

Emergency Planning ....................................................................................................... X-1
A. Background ..................................................................................................................... X-1
B. Findings........................................................................................................................... X-1
1. Strategy and Management........................................................................................... X-1
2. Plans and Procedures .................................................................................................. X-5
3. Preventive Measures ................................................................................................... X-6
4. Preparation ................................................................................................................ X-11
5. Restoration Management .......................................................................................... X-13
6. Information Management.......................................................................................... X-18
7. Stakeholder Relations ............................................................................................... X-19
C. Conclusions ................................................................................................................... X-21
D. Recommendations ......................................................................................................... X-26

XI.
A.

Affiliate Transactions..................................................................................................... XI-1
Background .................................................................................................................... XI-1

September 27, 2012

Page TOC-4
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Table of Contents

Management and Operations Audit of
Interstate Power and Light

B.

Findings.......................................................................................................................... XI-4
1. Affiliate Relationships ............................................................................................... XI-4
2. Service Agreements and Shared Service Functions................................................... XI-7
3. Cost Assignment Methods and Procedures.............................................................. XI-12
4. Inter-Affiliate Billing and Settlement ...................................................................... XI-19
5. Employee Time and Expense Reporting.................................................................. XI-20
6. Transaction Test ....................................................................................................... XI-23
C. Conclusions .................................................................................................................. XI-24
D. Recommendations ........................................................................................................ XI-33
XII.

Civil Penalties – Gas Safety Violations ....................................................................... XII-1

A. Background .................................................................................................................. XII-1
B. Findings........................................................................................................................ XII-2
1. Compliance with IUB Orders .................................................................................. XII-2
2. Cathodic-Protection Test-Point Program ................................................................. XII-3
3. Cathodic-Protection Test-Point Program Performance Metrics .............................. XII-7
4. IUB Inspections/Audits – Corrosion Control .......................................................... XII-8
5. Management and Training ..................................................................................... XII-10
6. Gas Inspection and Management Maintenance System......................................... XII-11
C. Conclusions ................................................................................................................ XII-12
D. Recommendations ...................................................................................................... XII-14

September 27, 2012

Page TOC-5
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Introduction

Management and Operations Audit of
Interstate Power and Light

Introduction
I.

Introduction ........................................................................................................................... I-1
A. Audit Scope and Objectives .............................................................................................. I-1
B. Work Approach ................................................................................................................. I-2
C. Summary of Liberty’s Background .................................................................................. I-4
D. Company Profile ............................................................................................................... I-5
E. Conclusion and Recommendation Summary .................................................................. I-10
Chapter Two: Governance and Senior Management .......................................................... I-10
Chapter Three: Planning ..................................................................................................... I-12
Chapter Four: Finance and Budgeting ................................................................................ I-13
Chapter Five: Construction Program Planning ................................................................... I-14
Chapter Six: Electric Operations ........................................................................................ I-18
Chapter Seven: Gas Operations .......................................................................................... I-21
Chapter Eight: Customer Service........................................................................................ I-21
Chapter Nine: Supply - Electricity and Natural Gas ........................................................... I-22
Chapter Ten: Emergency Planning ..................................................................................... I-23
Chapter Eleven: Affiliate Transactions ............................................................................... I-25
Chapter Twelve: Civil Penalties – Gas Safety Violations .................................................. I-27

September 27, 2012

Page I-i
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Introduction

Management and Operations Audit of
Interstate Power and Light

I. Introduction
A. Audit Scope and Objectives
The Iowa Utilities Board (IUB) issued on February 25, 2011 in Docket No. INU-2011-0001 (In
re: Interstate Power and Light Company) an “Order Initiating Audit.” The IUB has specific
authority under Iowa Code § 476.75 and Iowa Code chapter 476 to require audits of the
transactions between public utilities and their affiliates. The Board also has broad general
authority under Iowa Code chapter 476 to examine the management functions of rate-regulated
public utilities. Subsequently, the IUB issued a Request for Proposals for an Affiliate and
Management Audit of Interstate Power and Light Company (the RFP). Liberty responded to this
RFP with a June 11, 2011 proposal to conduct such an audit. The IUB accepted Liberty’s
proposal. The audit commenced with a series of Company presentations and Liberty interviews
of Alliant and IPL senior management commencing on October 17, 2011. IPL responded to over
700 data requests from September 2011 through June 2012. Liberty conducted over 175
interviews with Alliant and IPL employees during the same period.
Within the scope of those two general areas, the RFP identifies 19 specific areas subject to audit:
1. The accuracy and reasonableness of service company and parent charges to IPL
2. The necessity or reasonableness of processes or functions performed by the service
company and the parent on behalf of IPL
3. The accuracy and reasonableness of the allocation factors that allocate costs among IPL
and other affiliates, and familiarity of personnel with time reporting requirements
4. The efficiency of intercompany operating procedures and communications
5. Time spent by senior executives on subsidiaries, including IPL, and focus of IPL and
Alliant management on IPL business
6. IPL, service company, and parent performance in comparison with industry standards and
best management practices
7. Development, consistency, and execution of parent and IPL long- and short-range
strategic and operational plans
8. Processes and systems to control costs from service company and parent costs and
appropriateness of service-company staffing
9. Due diligence exercised in the sale of IPL's transmission assets to ITC Midwest and
engagement in post-sale transmission service and cost matters
10. Due diligence exercised in the supply planning process, focusing on reliance on purchase
power contracts
11. Independence of senior management relative to IPL’s performance and customer interests
12. Selection of board of directors members and appropriateness of committee structures
13. External relations functions and the methods
14. Identification of any improvements in operations, facilities, or emergency planning
15. Construction program planning for electric and gas service
16. Compliance with civil penalties order in Docket Nos. PSA-04-1 and PSA-04-2
17. Insulating IPL financial condition from adverse impacts from non-utility businesses
18. Debt management and money pooling practices, including use of short-term debt, in
comparison to industry standards and best practices
September 27, 2012
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19. Use of IPL notes and equity issuances for utility purposes.

B. Work Approach
We have performed many such engagements in more than two decades of service to utility
regulators. We have brought to those engagements and to this one a basic commitment to the
objective of improvement. We sought to establish an environment of mutual respect for all
participants, which demands full and honest communications. We considered this commitment to
be a particularly important one, given that this is the first such audit to take place in Iowa, at least
in recent memory. We worked closely with IUB Staff throughout the project to keep them
informed of progress and status and we sought out a broad range of Iowa stakeholders at the
outset of the audit, in order to ensure that we took into account in the formulation of our detailed
work plans their interests, views, and concerns.
We have worked very closely with Alliant and IPL management in securing full, complete, and
candid information to complete our work. Management audits represent a large expense and
substantial administrative burden to energy utilities. The better and more mature utility
organizations, in our experience, view audits like this one as more than simply as a cost of doing
business. They have tended to see such an exercise as an opportunity to produce tangible benefit
for customers. We found this attitude and approach at both Alliant and IPL. The companies
provided a commendably strong and timely level of support to our efforts.
In short, the Company, IUB Staff, and stakeholder representatives have fully supported the
examination desired by the IUB, for which we extend to all our gratitude and commendation. All
three have displayed an exemplary level of support for this important engagement.
We performed this engagement according to a well-defined plan, which focused on three
principal areas:
Substantive
• Analysis of current management and operations
• Recommendations to improve cost or service effectiveness and efficiency
• Consideration of the longer term outlook for IPL (i.e., addressing the “sustainability”
issue facing American infrastructure owners and operators generally and utility service
providers particularly, which this proposal addresses more thoroughly below).
Administrative
• Provide for a solid working relationship with Staff
• Provide a clear, structured opportunity for knowledge transfer from the audit team to
Staff
• Solicit stakeholder input as part of the development of detailed audit work plans.
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The other principal considerations Liberty applied were the following:
• The challenges posed by IPL’s ownership and support structure (Alliant ownership, use
of a service company to provide common services, and inclusion of other utility and nonutility enterprises)
• The areas of emphasis that distinguish the RFP for this engagement from those addressed
in other similar, but distinct projects.
The first objective was to produce for each area examined a thorough and careful analysis of the
current IPL/service company/Alliant structure, resources, methods, and performance as they
concern Iowa electricity and gas utility operations and service. Meeting this objective required
recognition of the major changes that have been taking place in the industry generally, and in
Iowa specifically.
The second, but certainly the most central objective of this engagement was to produce clear
benefits for customers. The benefits we sought could take the form of reduced costs, enhanced
reliability, better service, elimination or prevention of cross subsidization, higher levels of
customer satisfaction, or increased transparency or accountability. We designed and completed
our audit to:
• Produce clear and specific recommendations
• Describe all applicable balancing among forms of benefits (e.g., any increased costs
required to produce service enhancements).
Liberty’s long record of performance for utility regulators in similar projects has taught us that
the key is to seek meaningful improvement, not alterations “for the sake of change.” Every utility
we have examined has done some things differently from what our team members, who have
September 27, 2012
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extensive industry and regulatory experience, would prefer. That inevitability, however, does not
in itself justify change. Our team members acted in furtherance of Liberty’s demonstrated respect
for the notion that there are often different ways to accomplish the same objective. We consider
it our burden to prove that changes in strategies, plans, structure, staffing, resource expenditure,
programs, policies, methods, procedures, actions, measurement, and feedback will better or more
economically serve customers.
Liberty also has significant experience in examining the management and operations of
enterprises that, like Alliant, provide both electric and gas service and do so multijurisdictionally. Businesses operating in the same “house” can have very different, sometimes
even conflicting needs. We recognized the need to examine the needs of each unit individually,
while understanding that overall management and operations optimization must ultimately
recognize the linkages among them.
The third objective that Liberty applied connects with the second, but considered a different time
horizon. Consistency and stability were hallmarks of the energy utility industry for decades.
Change has, however, become a much more important factor creating significant uncertainties
for the future. Service-reliability, which has become a matter of increasing concern across the
country, moves much more according to longer-term, as opposed to short-term changes. On the
operations and maintenance side, Liberty’s work at many companies teaches that it can take a
long time for service-quality metrics to respond to declines in focus, attention, and expenditure.
On the capital side, the quality of utility infrastructure (one of American industry’s longest-term
sources of investment) has also witnessed much increased regulatory scrutiny in recent years. A
lack of adequate investment can cause a slow, but eventually material degradation in service
quality. On the other hand, responding with massive new investment may seem a customerfriendly action, but may over the long term drive rates higher, without adequate assurances of a
corresponding level of service-quality enhancement. We conducted this engagement under an
appropriately long-range view to measure the effectiveness and efficiency of major new
investments that will serve the public for many decades to come. The issue of “sustainability”
has proven to be especially important in our recent work. Sustainability is not simply a matter of
strengthening a fatigued backbone; it must be done in a manner that keeps essential services
affordable to individuals and to businesses that drive the regional economy. One of the
significant background themes applicable to this audit was rate competitiveness.

C. Summary of Liberty’s Background
This engagement is our first energy industry one in Iowa, but we have a long and successful
track record in performing in other jurisdictions the types of work required by this engagement.
Liberty has become the country’s leading firm in providing services to commissions and our
credentials are the strongest in the areas of:
• Management and operations audits
• Examinations of utility holding company governance (in relation to how it responds to
the needs of utility operations in a given state among multiple states served)
• Evaluation and testing of affiliate relationships and transactions in multi-state, multiindustry (electric, gas, and steam) environments
• Examination of utility ring-fencing and financial insulation
September 27, 2012
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• Fuel, energy, and power supply planning and execution.
Even our strongest competitors cannot match our depth of experience in any one of these areas;
when all three are considered, Liberty’s experience is manifestly superior.
We have conducted many audits of multi-utility holding company management and operations
and affiliate relationships and transaction reviews. Our work in these areas has been continuous
across recent years. The companies we have examined include multi-state holding companies,
electric and gas and combination utilities, and some of the country’s largest and most complex
utility/non-utility combined enterprises. The next table summarizes the very large amount of
work we have been performing in the past four years in areas relevant to the work required here.
ENTITY
Consolidated Edison of New York
Iberdrola USA
National Grid USA
AGLR/ETG
Duke Energy Carolinas
NJR/New Jersey Natural Gas
Peoples/North Shore Gas (Chicago)
PHI/Delmarva Power & Light
East Kentucky Power

SCOPE
Management, Operations, Governance
Management, Operations, Governance, Affiliates
Affiliates, Service Company
Management, Operations, Governance, Affiliates
Affiliates, Service Company (2 audits)
Management, Operations, Governance, Affiliates
Supply, Affiliates
Affiliates
Governance, Management, Operations

CLIENT
NY PSC
NY PSC
Company
NJ BPU
NC UC
NJBPU
Ill CC
Del PSC
KY PSC

Just as our work is substantial in the recent past, so it is historically. We have performed by far
the most engagements involving holding company governance, management and operations,
affiliate relationships and transactions, and energy supply examinations, primarily for utility
regulators, across the past two decades. The next table summarizes these projects. They are very
numerous, but still represent only a portion of the more than 400 projects Liberty has performed
in its now long history.
Scope

Number

Scope

Management & Operations
22
Affiliate Relationships & Transactions
Fuel & Energy Supply
28(E) 30(G) Reliability & Emergency Response
Holding Company Governance and Finance

Number
38
15
21

D. Company Profile
Alliant Energy Corporation (AEC) operates as an energy holding company. AEC trades on the
New York Stock Exchange under the ticker “LNT.” AEC provides electricity and natural gas to
more than 1.4 million customers (1 million electric and 400,000 natural gas) in Iowa, Minnesota
and Wisconsin through two utility operating companies; Interstate Power & Light (IPL) and
Wisconsin Power & Light (WPL). IPL served 525,770 electric and 233,715 natural gas
customers at year end 2011. WPL served 456,637 electric customers and 179,945 natural gas
customers. AEC operates from corporate headquarters in Madison, Wisconsin. General offices
are located in Cedar Rapids and Dubuque, Iowa.
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The
illustration
shows
the
distribution of Alliant Energy utility
customers and revenues in the three
states it serves. It shows the
comparatively more dispersed nature
of the IPL serving region. This
dispersal comprises a significant
component of IPL’s challenges in
providing quality service at low
costs. Utilities serving in areas of
comparatively low density tend to
have comparatively high costs. More
capital per customer is generally
required, because each unit (e.g.,
mile of electric circuit) serves a
lower
number
of
customers.
Operating costs are often also higher because dispersed population centers can produce smaller
(i.e., less efficient) operating centers and longer travel times. In addition, O&M work that is a
function of units of infrastructure (versus units of sale) tend to be proportionately higher for
utilities serving less dense, more dispersed areas.
IPL ($1.4 billion; $0.08 billion of that in Minnesota) and WPL ($1.2 billion) had similar electric
sales revenues in 2011. IPL had larger natural gas revenues ($276 million; $13 million in
Minnesota). WPL has $200 million.
The next charts show the breakdown of IPL customer numbers and revenues.
Customer Count

Revenues

Industrial
d
l
0.3%

Commercial
14.0%

Wholesale
27.4%

Other
0.2%

Residential
44.0%

Residential

Commercial
28.6%

85.5%
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Following a significant (10 percent) increase in 2010, IPL’s rates have moderated substantially,
driven largely by the introduction of a tax-benefits rider and energy markets that have witnessed
sustained drops in fuel prices. The next chart shows costs for a typical monthly residential bill.
Another significant backdrop to this audit has been a
$90.58
marked rise in the costs that customers pay for
$84.83 $82.00
$82.36
transmission services following the sale by IPL of its
transmission assets to ITC-Midwest. IPL acknowledges
that, as far back as the beginning of 2010, “Transmission
2009
2010
2011
2012
costs have been rising at a higher rate than other costs and
have been a major driver of the last two IPL- IA electric
rate cases.”
IPL’s installed fossil generating capacity consists of: (a) 1,392 MW of coal, (b) 779 MW of
natural gas, and 277 MW of oil. WPL has generally similar proportions of coal and gas, but no
oil. The next table lists IPL’s coal and natural gas units.
Name
Ottumwa 1
Lansing 3-4
M.L. Kapp 2
Burlington 1
George Neal 4
George Neal 3
Prairie Creek 1,3,4)
Sutherland 1,3
Louisa 1

Location
Units Age Capacity
Ottumwa, IA
1
1981
295
Lansing, IA
2 1957-1977 224
Clinton, IA
1
1967
176
Burlington, IA
1
1968
168
Sioux City, IA
1
1979
160
Sioux City, IA
1
1975
140
Cedar Rapids, IA 3 1958-1997 114
Marshalltown, IA 2 1955-1961
87
Muscatin, IA
1
1983
28
Total Coal
1,392
Emery Generating Station (Units 1-3)
Clear Lake, IA
3
2004
511
Fox Lake Generating Station (Units 1,3)
Sherburn, MN
2 1950-1962
93
Dubuque Generating Station (Units 3-4)
Dubuque, IA
2 1952-1959
61
Burlington Combustion Turbines (Units 1-4) Burlington, IA
4 1994-1996
58
Grinnell Combustion Turbines (Units 1-2)
Grinnell, IA
2 1990-1991
42
Red Cedar Combustion Turbine (Unit 1) Cedar Rapids, IA 1
1996
14
Total Natural Gas
779
IPL’s substantial capital additions in future years formed an important focus of our audit. Those
additions will be driven in significant part by supply planning considerations. The next chart
shows a recent estimate of rate base growth, as presented to the Alliant board of directors in
December 2010. This path would produce a compound annual growth rate of 10 percent for IPL,
with most of the increase between 2010 and 2020 coming in the next five years. This chart
strongly underscores the importance of attention to infrastructure spending over this period.
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Chart is Confidential

Staffing reductions have been an Alliant focus in recent years. The next table summarizes
staffing at all Alliant entities since 2008. The two utilities and the service company account for
90 percent of current staffing. That percentage rose from 84 percent in 2008, with the difference
driven almost entirely by a significant staff reduction at affiliate RMT.
RMT, despite a drop of almost 500 employees from 2008 to 2011, still accounts for most (7 of
10) of the remaining 10 percent of Alliant employees not in the utilities or service company.
RMT sold its environmental business unit in 2011, the year of its largest employment drop
during this period. Alliant is seeking to sell the remainder of RMT’s businesses at present. The
other non-utility affiliate employees work for Alliant’s transportation subsidiaries. Their staffing
changed from 111 to 113 over the period measured. There was another non-utility affiliate that
had employees during the period; Industrial Energy Applications (IEA), which Alliant proposed
for sale in 2010 had employed 10 people. Alliant listed IEA as a discontinued business. After its
planned sale, employment dropped to zero. IEA provided facilities-based energy services to
Midwest businesses, consisting primarily of ownership and operation of about 80 MW of
natural-gas and diesel generators providing customers with backup power and a steamproduction facility used by a Wisconsin dairy cooperative.
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Alliant Staffing by Entity (2008-2011)
Year
Entity
Alliant Energy Corp Serv Inc.
Alliant Energy Resources Inc.
Alliant Energy Transportation
Cedar Rapids & IA City Railway
IEI Barge
Industrial Energy Applications
Interstate Power & Light Co.
RMT
Williams Bulk Transfer
Wisconsin Power & Light Co.
Grand Total

2008

2009

2010

2011

1,579
3
15
78
12
11
1,518
725
6
1,371
5,318

1,442
0
14
76
14
10
1,435
661
7
1,298
4,957
(361)
-6.8%

1,394
0
14
77
17
10
1,414
527
7
1,244
4,704
(253)
-5.1%

893
0
13
77
15
0
1,652
296
8
1,308
4,262
(442)
-9.4%

Yearly Change

% 2011 Total
Total Change
21.0% -43.4%
0.0% -100.0%
0.3% -13.3%
1.8%
-1.3%
0.4% 25.0%
0.0% -100.0%
38.8%
8.8%
6.9% -59.2%
0.2% 33.3%
30.7%
-4.6%
100.0% -19.9%

Attention to staffing exemplifies the Board of Directors continuing focus on utility costs. The
next table shows Alliant staffing changes at the utilities and service company in recent years. The
numbers reflect year-end actuals through 2011 and estimates for the following years. The
numbers show a focus on staffing control. The table shows that WPL has experienced a
significantly greater reduction than has IPL. This differential resulted from the reassignment of
AECS personnel who work predominantly for a single utility to that utility. The change therefore
did not alter their time charging, which was already to the utility being served.
Utility and Service Company Staffing Changes
(November 2011)
Year

IPL

2008

1,518

1,579

1,371

Yearly
Change
4,468

2009

1,435

1,442

1,298

4,175

-6.6%

2010

1,414

1,394

1,244

4,052

-2.9%

2011

1,652

893

1,308

3,853

-4.9%

2012

1,433

1,330

1,221

3,984

3.4%

2013

1,433

1,329

1,240

4,002

0.5%

2014

1,433

1,328

1,240

4,001

0.0%

Total
Change

AECS

85
251
-5.6% -15.9%

WPL

Total

131
467
-9.6% -10.5%

The vintage of the estimates for years 2012 through 2012 was November 2011. The October
2010 estimates for future years (shown in the next table) ran significantly higher. Those earlier,
higher estimates were being driven by significant anticipated hiring needs to address the
“graying work force” issue that Alliant, like most companies, have been facing. Specifically, the
September 27, 2012
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driver was the plan to “double up” on key positions to assure that there would be ready
replacements for expected retirees in key Energy Delivery positions. Management presented to
the Alliant Energy Board of Directors in 2010 proposed budgets incorporating this approach and
the employee levels shown in the next table. The significant impact on costs led to a year-long
effort to examine key retirements more closely and to identify other techniques for addressing
them. Energy Delivery, working with Human Resources and bargaining unit representatives (on
measures such as work deployment flexibility and longevity inducements) succeeded in reducing
the expected staff augmentation materially.
October 2010 Staffing Estimates
Year

IPL

2011

1,574

1,488

1,264

4,326

2012
2013

1,627
1,673

1,496
1,496

1,265
1,268

4,388
4,437

AECS

WPL

Total

About 68 percent of IPL employees, 82 percent of WPL employees and 3 percent of service
company employees work under collective bargaining agreements.
Recent compensation trends have been favorable, with Alliant keeping salary growth and health
care cost growth below market trends and with salaries in line with comparable positions by IPL
measurements.

E. Conclusion and Recommendation Summary
Chapter Two: Governance and Senior Management
Conclusions

1. The number of directors who are independent is typical of utility holding-company boards
and the independent directors act as expected in areas deemed important for independent
directors.
2. The Alliant and IPL boards possess backgrounds and experiences well matched to the needs
of Iowa utility operations.
3. The board members express a strong focus on customer costs, but major decisions coming
before them have not consistently been accompanied by substantial, detailed analysis of
long-term customer rate impacts. (Recommendation #1)
4. The existing committees have roles, responsibilities, and resources appropriate to their tasks,
but the lack of a committee focused on infrastructure needs and requirements does not align
well with the major challenges facing IPL. (Recommendation #1)
5. The board members demonstrate substantial engagement in IPL operations, but the
challenges faced by IPL make meeting frequency and approach to committee business an
issue in continuing to assure effective oversight. (Recommendation #2)
September 27, 2012
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6. The organization structure recognizes the primacy of utility operations and public-service
responsibilities of IPL, and offers it the same level of attention it would receive as a standalone entity.
7. The assignment of a senior Alliant officer as the lead executive for IPL is sound, but
optimizing the role of this position requires more resources for measuring the service
company. (Recommendation #2 from chapter addressing Affiliate Transactions)
8. Board members and senior executive management demonstrate a strong focus on utility
operations in Iowa.
9. The reporting structure of the chief ethics and audit positions are as many companies define
them and are not inappropriate, but do not comport with our view of best practices for
utilities. (Recommendation #3)
10. The board and senior executive management have made strategic planning and succession
planning a priority.
11. Intercompany Operating Procedures and Communications are sound and effective.
12. The organization of regulatory affairs takes advantage of synergies, while keeping a strong
focus on Iowa-specific matters.
13. Alliant’s other external relations groups operate with moderate resource levels, typical of a
company of Alliant’s configuration and size.
14. ITC-Midwest has significantly exceeded its planned capital investments; the rate
consequences of those expenditures must continue to be a high priority for IPL.
(Recommendation #4)
15. IPL has taken a reasonable role to date in addressing transmission service and cost issues
following the ITC-Midwest sale, but faces the need for developing a clear strategy and plans
in concert with other stakeholders, particularly as the limits of the sale agreement approach
their end. (Recommendation #4)
16. The 34.5 kV to 69 kV upgrade by ITC-Midwest has progressed as scheduled.
17. IPL has not conducted an analysis of the degree to which transmission losses have declined
as the 34 kV network has been upgraded to 69 kV.
18. MISO congestion should be relieved; however, IPL has performed no specific analysis of the
benefits obtained.
19. Other claimed benefits of the ITC-Midwest sale appear generally to have occurred.
20. IPL continues to be a participant of the MISO and has demonstrated its commitment to
support a wholesale competitive market that will benefit its core retail customers.
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Recommendations

1. Establish a board committee focused on infrastructure needs and requirements to better
ensure effective planning and execution of IPL’s very large capital program over the coming
years; support its operation with a performance metrics system emphasizing “input” versus
“output” measures. (Conclusions #3 and #4)
2. Conduct at least six in-person board meetings each year as a general rule, with a minimum of
two more in any form and with those two focused on more routine matters. (Conclusion #5)
3. Recombine the chief audit and ethics and compliance positions and make the position a direct
report to the CEO. (Conclusion #9)
4. Establish a structured program for addressing future ITC-Midwest service and costs.
(Conclusion #14 and 15)

Chapter Three: Planning
Conclusions

1. IPL operates under a comprehensive, definitive set of mission, values, goals, and objectives
statements that appropriately guide longer-range strategic planning and shorter-term
planning.
2. The IPL corporate strategic planning process’s focus on identification of strategic capital
investments in infrastructure represents a sound examination on an ongoing basis of the longterm viability and reliability of the utility electric and gas systems.
3. The strategic planning processes for Alliant and IPL have been effectively restructured; they
include robust consideration of financial, regulatory, customer and distribution strategic
issues in forming long-term capital plans.
4. The strategic plans appropriately consider the achievement of financial results and metrics
over the long-term and in a manner designed to maintain IPL’s financial strength and the
ability to fund plans in the financial markets.
5. IPL’s “balanced portfolio” electric resource strategy has not been justified as an optimized
portfolio of resources that creates a low total-cost plan. (Recommendation #1)
6. The “balanced portfolio” strategy inappropriately links electric resource asset ownership with
energy price volatility reduction. (Recommendation #1)
7. IPL’s 2010 and 2011 analyses of the strategic electric resource plan have not considered
market electric resource options in a sufficiently objective and robust manner.
(Recommendation #2)
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8. The 2011 strategic plan for IPL electric resources did not select a lower-cost plan, as
measured by present value of revenue requirements; it was reached through analysis that
suffered a number of problems. (Recommendation #3)
9. Analyses underlying the 2011 strategic plan show the proposed 600 MW gas combined cycle
plant to comprise a comparatively expensive alternative. (Recommendation #3)
10. Restrictions on bidder proposals in the January 2012 RFP excluded portions of the markets
for capacity and energy. (Recommendation #2)
11. The Company has proposed to significantly improve its analysis of IPL’s electric resource
options for the 2012 planning cycle, which will include important decisions regarding the
next resource selected. (Recommendation #3)
12. Alliant and IPL provide for strong continuity among the strategic, medium-term, and annual
budget plans.
Recommendations

1. Extensively study and reanalyze IPL’s strategic electric resource plan to determine an
optimized portfolio of resources that robustly considers resource assets of varying durations
and ownership characteristics. (Conclusion #5 and #6)
2. Include in IPL integrated resource planning and in 2012 resource decision processes all
viable electric resource options, and include market pricing for capacity and energy
resources; supplement the 2012 RFP solicitation with additional market solicitations that
allow purchased power contracts of less than 10 years, financially firm contracts and
contracts that begin in 2014. (Conclusion #7 and #10)
3. Substantially improve the electric resource decision process by including improved analysis
of alternatives and interpretation of results; provide clear, understandable presentations to the
Board. (Conclusion #8, #9, and #11)

Chapter Four: Finance and Budgeting
Conclusions

1. Alliant has generally maintained a reasonable and cost-effective capital structure for IPL,
currently targeting a “minimum range” of 45 to 50 percent equity capital.
2. The combination of IPL’s dividends to the parent company and equity injections by Alliant
Energy into IPL have served to manage effectively the utility’s capital structure.
3. IPL’s large capital expenditure program contributes to reduced cash flow projections that
threaten the Company’s strong credit ratings.
4. Unlike WPL, IPL does not benefit from mandated minimum equity levels that enhance
financial insulation and relative credit strength. (Recommendation #1)

September 27, 2012

Page I-13
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Introduction

Management and Operations Audit of
Interstate Power and Light

5. IPL, WPL and Alliant Energy have appropriately separated and segregated cash management
systems, bank accounts, accounting, and funding sources.
6. The IPL receivables purchase program, commercial paper program, and backing line of
credit effectively and efficiently meet the liquidity requirements of utility operations.
7. The Alliant and IPL credit and financing agreements provide appropriate stand-alone terms
and covenants for the utility.
8. The IPL receivables facility requires a parent guarantee that creates minor cross-default
exposure for IPL.
9. IPL does not have best practice bankruptcy protections in place to protect the utility.
(Recommendation #2)
10. Alliant has reduced its non-utility operations to size and risk levels that do not pose a
substantial threat to IPL.
11. The IPL pension and health obligations are reasonably well funded.
12. Alliant’s pension plan asset allocation has appropriately moved near peer group benchmarks
in recent years.
13. The Alliant Energy tax allocation process operates fairly and equitably for IPL.
14. Alliant Energy has effectively captured income tax reductions for IPL and its customers by
redefining capitalized repair costs.
15. Alliant budgeting is well-planned and executed from a structure and process perspective.
16. Alliant’s Outlook management reporting systems and variance management processes
effectively manage the performance of the capital and operating expense budgets.
Recommendations

1. Propose to the IUB a replacement of the “minimum equity notification” requirement with
one that more effectively protects utility equity capital. (Conclusion #4)
2. Implement state-of-the art bankruptcy protections for IPL. (Conclusion #9)

Chapter Five: Construction Program Planning
Conclusions - Strategic Capital Allocation

1. IPL bases capital allocations properly based on and with strong linkages to the strategic plan.
2. The IPL strategic and annual capital allocation targets apply long- and short-term earnings
growth, credit metrics and other financial criteria, helping to ensure that IPL can fund
planned expenditures.
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3. Customer rate impacts and reliability maintenance criteria properly form key criteria in the
IPL capital allocation process, with due consideration to long-term affordability.
4. The strategic plans and the ERRC review process provide appropriately for continuous
review of strategic capital and infrastructure investments for potential inclusion in IPL capital
plans.
5. The Alliant Board of Directors has suitably timed and supported involvement in capital
allocation to IPL.
6. The capital allocation process allows for special initiatives from the business units for
additional capital allocations above the SPC’s targeted levels.
Recommendations – Strategic Capital Allocation

None.
Conclusions – Load Forecasting

1. The personnel responsible for load forecasting at IPL have suitable backgrounds and
capabilities and the organization is appropriately structured.
2. IPL prepares load forecasts in a suitably objective and independent manner.
3. IPL employs forecasting models adequate for the required applications.
4. IPL does not conduct a quantitative analysis of errors in assumptions and other forecast
elements. (Recommendation #1)
5. It is not clear that the lessons of the 2007-11 forecast declines have benefitted the planning
process, including the appropriateness of uncertainty analysis and contingency planning.
(Recommendation #2)
6. IPL has a load research program including about 1,700 meters, but it is not currently
appropriate to use that data in the load forecasting process.
7. The contribution of DSM and other efficiency initiatives is generally treated passively in the
forecasting process, but it is not clear that a more active approach would prove beneficial.
Recommendations – Load Forecasting

1. Increase the degree of quantitative analysis applied to forecasting errors with the intent of
refining and improving its modeling capability. (Conclusion #4)
2. Analyze the implications of the recent major forecast perturbations and use the results to
improve both the forecasting and planning processes. (Conclusion #5)
Conclusions – System Planning

1. The System Planning function has appropriate and capable staffing.
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2. IPL System Planning is limited by a more narrow focus than typically found in such
organizations. (Recommendation #1)
3. IPL does not have a clear, articulated future vision and master plan for the distribution
system. (Recommendation #2)
4. The system-planning processes for defining and prioritizing capital projects for the
distribution system comprise a strength.
5. IPL’s life extension initiative comprises a significant improvement over past practices and it
shows strong potential for making significant contributions to reliability and cost
effectiveness as it evolves.
6. IPL’s focus on reliability and condition in determining investment priorities is appropriate,
but consideration of aging infrastructure is not as robust as it can be. (Recommendation #3)
7. IPL’s takes a comparatively measured, but appropriate approach to Smart Grid and
distribution-system technology issues.
8. Alliant ED’s R&D initiatives comprise a minimal, token-level effort that renders the program
ineffectual. (Recommendation #4)
9. IPL has experienced reliability declines without a plan to address this emerging problem.
(Recommendation #5)
Recommendations – System Planning

1. Expand the role of System Planning to facilitate a more cohesive and integrated approach to
asset management. (Conclusion #2)
2. Develop within Energy Delivery and clearly communicate a vision and supporting master
plan for the distribution system. (Conclusion #3)
3. Provide in Asset Management an expanded role for age in the analysis and management of
distribution infrastructure. (Conclusion #6)
4. Re-examine the approach to R&D spending for the distribution system. (Conclusion #8)
5. Adopt a comprehensive IPL reliability assessment and improvement program that: (a)
reevaluates reliability trends, (b) recognizes that the ten-year trend is neither good nor
consistent with Company goals, (c) conducts suitable root cause analysis, and (d) implements
actions to arrest or reverse the trend. (Conclusion #9)
Conclusions – Capital Budgeting

1. IPL has not defined well the strategic objectives guiding investment in the distribution
system, or linked them closely with spending levels. (Recommendation #1)
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2. The distribution system does not share the same visibility, oversight, and strategic
commitment as generation. (Recommendation #2)
3. IPL employs a top-down approach to capital budgeting, but not in a manner that suggests
projects are arbitrarily cut or that spending levels are artificially depressed.
4. IPL employs well-designed capital budgeting processes that exhibit appropriate levels of
management participation and oversight.
5. The mismatch between high levels of expenditure and declining reliability call IPL’s capital
expenditures on distribution plant into question. (Recommendation #3)
Recommendations – Capital Budgeting

1. Better define objectives for the distribution system and establish stronger and more direct
links between those objectives and the capital investment program. (Conclusion #1)
2. Elevate the role of the distribution system in the hierarchy of priorities, with the intent of
assuring adequate top-level attention and oversight. (Conclusion #2)
3. Re-evaluate the strategy for reliability maintenance and improvement to assure an effective
balance between investments and reliability results. (Conclusion #6)
Conclusions - Management Reporting and Monitoring

1. Management reporting of budget variance analysis contains no or very limited explanations
of variances and identifies no corrective actions. (Recommendation #1)
2. IPL has recently begun to formalize and integrate variance explanations and corrective
actions into project management, but there remains a need to integrate the resulting
information with cost-management processes. (Recommendation #2)
3. Budget variance analysis and cost control do not have the benefit of substantial work unit
data. (Recommendation #3)
4. IPL does not have unique representation during capital project planning and priority-setting,
budget negotiations, variance analysis, and corrective action identification. (Recommendation
#4)
Recommendations - Management Reporting and Monitoring

1. Integrate budget variance analysis and corrective actions into all management reporting and
monitoring activities. (Conclusion #1)
2. Clarify how the new information produced by the large Capital Metrics Pilot Project will
affect budgeting and cost management. (Conclusion #2)
3. Introduce work unit data into budgeting and cost-management activities. (Conclusion #3)
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4. Establish specific management positions that solely represent the interests of IPL in decisions
affecting capital projects. (Conclusion #4)
Conclusions – Project Management

1. A project management program is in place that addresses the elements of project
management and is targeted at appropriate cross-functional projects.
2. A team of project managers with experience in project management is in place.
3. Large projects are provided with dedicated support resources.
4. The role and responsibilities of the project manager is defined and understood.
5. Expectations for project managers are consistent with their authority and resources.
6. Large projects contain “exit ramps” to permit management reconsideration if cost escalates.
Recommendations – Project Management

None.

Chapter Six: Electric Operations
Conclusions – Staffing

1. IPL’s internal staffing strategy has been carried out via a sound but constrained analytic
process with resulting staffing reductions implemented at a measured pace.
2. IPL has demonstrated an increased reliance on internal distribution resources at the very
same time it is reducing those resources, presenting a potentially risky strategy.
(Recommendation #1)
3. Energy Delivery faces a very substantial workforce demographic issue; future hiring and
training plans do not appear to be consistent with this challenge. (Recommendation #2)
4. Energy Delivery’s management staffing strategy, characterized by frequent rotations and
diverse, non-traditional backgrounds, requires particular care in implementation.
(Recommendation #3)
Recommendations – Staffing

1. Re-examine the strategy of relying heavily on internal resources while at the same time
reducing personnel, in order to validate the strategy’s effectiveness and efficiency.
(Conclusion #2)
2. Re-examine Energy Delivery plans for coping with the anticipated high turnover from an
aging workforce to confirm their efficiency and effectiveness. (Conclusion #3)
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3. Re-examine Energy Delivery’s management staffing priorities to determine if rotations
should be less frequent and to assure backgrounds consistent with a high level of technical
and operational excellence where appropriate. (Conclusion #4)
Conclusions – Maintenance

1. IPL employs a suitable, formal program defining maintenance policies and practices.
2. High reject rates and occurrences of cascading pole failures during storms raise concerns
about IPL’s wood-pole maintenance program. (Recommendation #1)
3. Outages caused by wildlife have posed significant reliability concern, but they have been
diminishing in response to recent changes in practices and standards.
4. Lightning-caused outages are high enough to warrant more focused attention.
(Recommendation #2)
5. IPL lacks a formal underground distribution cable replacement program. (Recommendation
#3)
Recommendations – Maintenance

1. Implement a program to investigate and address cascading pole failure occurrences.
(Conclusion #2)
2. Implement a program to improve the lightning protection of the electrical system.
(Conclusion 4)
3. Implement a formal underground distribution cable replacement program. (Conclusion #5)
Conclusions – Distribution O&M Costs

1. Distribution O&M costs and their trend diverge sufficiently far from industry experience as
to suggest an inadequate level of spending. (Recommendation #1)
2. Rigid annual budget targets, in which Energy Delivery does not have the strongest voice in
allocations, have likely produced artificial constraints to distribution spending.
(Recommendation #1)
3. The expectation that managers will “speak up” when funding is insufficient, after years of
conformance to rigid budget targets, is not a comforting one. (Recommendation #1)
4. Management has not evidenced sufficient sensitivity to the potential link between O&M
underspending and future operational, infrastructure and organizational problems.
(Recommendation #1)
5. The spending limits applied to ED for a sustained period have had far-reaching effects in
terms of strategy, culture and likely impacts on infrastructure and the organization.
(Recommendation #1)
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Recommendations – Distribution O&M Costs

1. Holistically re-examine the IPL distribution strategy, addressing distribution spending,
resource mix and optimization, operating performance measures and analysis, distribution’s
priority at the executive levels, clearly defined operating goals, and budgeting flexibility.
(Conclusions #1 through #5).
Conclusions – Cost Analysis and Management

1. Within the current constrained budget environment at IPL, the Company’s approach to
managing costs appears to do as much as it can, but that environment can and should change,
opening the door to significant improvement opportunities.
2. The Lean Six Sigma process is embedded in the organization and culture, and operates
effectively under strong leadership and qualified personnel.
3. Management does not receive sufficient support in the form of meaningful analysis of work
and cost effectiveness. (Recommendation #1)
4. The new work management system being developed in Wisconsin appears to be a sound tool
that may offer major benefits; the Company is managing the tool’s development effectively.
5. IPL’s management systems do not adequately relate cost and resources to production and
results. (Recommendation #2)
Recommendations – Cost Analysis and Management

1. Increase its capability for analyzing work performance and apply that capability to provide
enhanced support for managers. (Conclusion #3)
2. Develop an enhanced focus on the linkage between costs and results. (Conclusion #5)
Conclusions – Operations Support

1. The Company has a strong safety program with demonstrated executive support and broad
buy-in from employees; safety performance advanced significantly in recent years.
2. The apprenticeship program appears well-designed and managed but recent budget cuts raise
concerns as the program gears up for an increased number of new employees.
(Recommendation #1)
3. IPL lacks a structured or formal approach to assure quality of its installations.
(Recommendation #2)
Recommendations – Operations Support

1. Re-examine the projected training demands for the apprenticeship program and validate that
(a) the reduced funding is indeed sufficient to meet program objectives and (b) the reductions
were not driven by arbitrary budget cuts. (Conclusion #2)
2. Establish a more rigorous approach to assure quality of electric field work. (Conclusion #3)
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Chapter Seven: Gas Operations
Conclusions

1. IPL has maintained a good compliance and safety record over the past 5 years.
2. IPL employs a formal project management function to support gas projects.
3. IPL’s GIMMS sufficiently tracks and reports compliance activities; however GIMMS lacks
key functionality. (Recommendation #1)
4. IPL’s new Engineering Design Tool, combined with GPS field data collection equipment,
will facilitate more accurate and efficient field design.
5. IPL does not have QA/QC field inspection program for gas operations work completed by
company crews. (Recommendation #2)
Recommendations

1. Enhance GIMMS to expand gas compliance functionality and integrate with the field work
order system. (Conclusion #3)
2. Expand QA/QC program for assurance & inspection of Company field activities.
(Conclusion #5)

Chapter Eight: Customer Service
Conclusions

1. IPL’s 2010 customer service strategy established clear and sound goals and plans to improve
performance, but is due for refreshment. (Recommendation #1)
2. IPL’s customer service has above-average ratings from residential and business customers.
3. IPL regulatory complaints have been trending downward since 2009.
4. IPL’s Call Centers are successfully staffing to meet service level objectives.
5. IPL’s write-off performance is better than that of the industry.
6. IPL does not use credit scoring to waive the need for a security deposit. (Recommendation
#2)
7. IPL has experienced high meter-reader turnover over the past three years, which has added to
meter-reading costs. (Recommendation #3)
8. Since 2009, IPL has increased meter reading staffing, and focused on training to improve
billing accuracy and reduce billing estimates.
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9. IPL may be facing a significant “customer experience” challenge with the potential
implementation of a new CIS. (Recommendation #4)
Recommendations

1. Refresh the Customer Experience strategy. (Conclusion #1)
2. Expand Positive ID services to provide credit scoring sufficient to determine the ability to
waive a security deposit. (Conclusion #6)
3. Actively pursue the evaluation of transitioning to AMI/Smart Metering. (Conclusion #7)
4. Proactively manage the potential transition to a new billing system, especially changes that
impact billing format or customer policies. (Conclusion #9)

Chapter Nine: Supply - Electricity and Natural Gas
Conclusions

1. The Energy Markets organization and staffing are consistent with those of effectively
managed electric supply procurement groups.
2. The new Energy Markets organization comprises a suitable response to evolution in MISO
markets, and to the positions in those markets.
3. Energy Markets personnel are high-caliber and well-qualified.
4. Electric scheduling and MISO bidding operations take place effectively, with state-of-the art
analysis tools and under appropriate approval processes.
5. The controls and documentation for electric and gas procurement are well-structured, and
apply established and enforced policies and procedures and independent oversight.
6. The Internal Audit Department has periodically tested the electric and gas risk management
and control structure, and effective structural changes have resulted.
7. The electric and gas pricing risk management (hedging) programs for IPL are effectively
planned and executed, with well-defined procedures and limits.
8. IPL’s pricing risk management would benefit from the addition of high-level optimization of
hedging levels to meet better defined volatility and price minimization goals.
(Recommendation #1)
9. IPL’s gas-supply capacity planning is effective.
10. IPL’s gas commodity contracting is effective.
11. Marketing of unutilized gas-supply assets is effective.
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12. Mission and function statements and position descriptions are complete, but have not been
consistently reviewed and updated. (Recommendation #2)
13. Procurement policies and procedures are generally consistent with work requirements, but
some commodity-purchasing procedures are not fully developed. (Recommendation #3)
Recommendations

1. Hire a consultant to perform an optimization analysis to determine hedging levels that best
meet volatility and price minimization goals. (Conclusion #8)
2. Update mission and function statements and position descriptions. (Conclusion #12)
3. Have Internal Audit examine gas commodity-procurement procedures from a controls
perspective. (Conclusion #13)

Chapter Ten: Emergency Planning
1. Corporate Security appears to have developed new capabilities and skills and an expanding
role in emergency management, but it is not clear that staffing is satisfactory to keep up with
industry trends and the growing priority of emergency management. (Recommendation #1)
2. Distribution operations does not have the resources required to support a strong
programmatic, holistic, and integrated approach to emergency management.
(Recommendation #2)
3. An active lessons learned process exists, but follow up and oversight of its results are not
strong. (Recommendation #3)
4. The Restoration Event Organization (REO) structure conforms to practices widely used in
the utility industry and in other emergency management organizations.
5. The business continuity plans are superior to what we generally see and contain many
features that can be considered “best practices.”
6. IPL’s emergency planning procedures are effective; the short, simple, and user-friendly form
of IPL’s procedures enhances their effectiveness.
7. An effective vegetation management program is in place.
8. IPL identifies worst circuit needs, but has yet to establish a formal improvement program.
(Recommendation #4)
9. Operating policies and protection schemes undergo regular and appropriate review.
10. Appropriate evaluation of and mitigation measures to address facilities in flood-prone areas
exists.
11. Pre-assignment of personnel is appropriate and the training of those personnel is adequate.
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12. Drills are regularly conducted and appear to be effective, although there is no defined
frequency or scope for restoration drills. (Recommendation #5)
13. There is limited coordination in drill planning and execution between those responsible for
restoration management and those responsible for corporate efforts. (Recommendation #6)
14. Formal predictive tools and processes are lacking but it is far from clear that IPL would gain
from a more sophisticated approach.
15. Work management processes appropriately facilitate timely and effective restoration work.
16. The damage pre-assessment process could be improved to add more value. (Recommendation
#7)
17. A structured and appropriate process exists for assigning crews where they can be most
effective.
18. The Company sets appropriate work schedules to permit adequate rest periods and safe
working conditions.
19. Damage assessment and logistics support are generally effective, but could become
bottlenecks in major storms. (Recommendation # 8 and #9)
20. IPL’s outage management and related systems appear suitable for its needs.
21. The process for determining and communicating ETRs functions well.
22. Communications with stakeholders, including media, customers and local and emergency
agencies, during emergencies appear to be good.
23. IPL does not employ any of the protocols, processes or concepts embodied in the National
Incident Management System (NIMS). (Recommendation #10)
Recommendations

1. More clearly define the functions and expectations with respect to the programmatic and
oversight roles in emergency management and identify and provide resources consistent with
that role. (Conclusion #1)
2. Increase the resources assigned for emergency planning and oversight in electric operations.
(Conclusion #2)
3. Provide for enhanced management of follow-up to lessons learned, including more frequent
(perhaps quarterly) reporting of status of commitments. (Conclusion #3)
4. Implement a more formal worst circuit program. (Conclusion #8)
5. Establish a structure for drills, including their objectives and frequency. (Conclusion #12)
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6. Share the expertise in drill design and management between the organizations responsible for
emergency management. (Conclusion #13)
7. Improve the damage pre-assessment process for use in strategic resource planning.
(Conclusion #16)
8. Implement centralized field engineering (damage assessment) support. (Conclusion #19)
9. Implement centralized logistical support. (Conclusion #19)
10. Become familiar with NIMS and determine which features, if any, can benefit IPL’s
emergency management program. (Conclusion #23)

Chapter Eleven: Affiliate Transactions
Conclusions

1. Services provided by the Alliant Energy service company, AECS, have comprised most of
IPL’s transactions with affiliates, but IPL has had a small dollar amount of transactions to
and from other affiliates.
2. IPL’s service agreement with AECS is adequate in its basic form and content, but remained
unchanged from 1998 until early 2012, leading to out-of-date provisions during most of the
audit period. (Recommendation #1)
3. Alliant Energy employs an appropriate process for reviewing affiliate transactions and
monitor shared service performance, but IPL has a limited independent, direct role in it.
(Recommendation #2)
4. Alliant Energy has consistently used market studies sufficient to ensure that the costs of
services provided by non-regulated affiliates meet regulatory requirements.
5. Cost-assignment methods and processes generally support accurate and comprehensive
assignment of common costs to affiliates, except for the use of the General Ratio to allocate
interest and depreciation expense to affiliates. (Recommendation #3)
6. The AECS Policy and Procedure Manual and AECS Service Agreement provide sufficient
high-level documentation of the methods used to allocate and assign inter-affiliate costs, but
lack needed details of the cost assignment process. (Recommendation #4)
7. Systemic and procedural controls in the accounting and cost assignment processes serve
appropriately to support prevention of material cross-subsidization.
8. Sufficient training, policy documents, and support exist to provide guidance to employees in
the appropriate initiation of affiliate transactions and assignment of affiliate transaction costs.
9. AECS direct charges a large fraction of its costs, and its allocation of a substantial portion of
the remainder of the costs through cost-causal allocators provides for a sound level of costcausal charging for affiliate costs.
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10. AECS’s general allocator is based on a single factor, which may not reflect well the relative
sizes of the affiliates to which it allocates costs. (Recommendation #5)
11. Alliant Energy’s overhead and clearing account processes are appropriate; overhead
calculations are appropriate and accurate.
12. AECS’s allocation factor calculations are accurate, and sufficiently documented.
13. The monthly AECS invoices to IPL are sufficiently complete and accurate and payments
have been timely.
14. Time reporting systems and processes provide capabilities and controls sufficient to ensure
accurate time reporting and appropriate assignment of labor costs.
15. The use of positive time reporting helps to ensure proper cost assignment by placing the
decisions at the level at which knowledge of the specific work performed is the most
accurate.
16. Employee expense reporting systems and processes provide capabilities and controls
sufficient to ensure accurate and appropriate assignment of employee expenses, but a further
investigation of large credit card purchases would be advisable. (Recommendation #6)
17. The financial system and processes provide adequate capability to trace financial
transactions, identify the sources of charges, and document cost assignments and allocations.
18. The transaction test confirmed the proper accounting and cost assignment in most cases
reviewed, but revealed some process deficiencies and incorrect cost assignments.
(Recommendation #7)
Recommendations

1. Improve the effectiveness of the AECS Service Agreement by providing annual review and
approval of services to be provided, more frequent structural updates, and an enhanced role
for IPL in the approval process. (Conclusion #2)
2. Provide independent resources dedicated to IPL to review affiliate transactions, monitor
service company performance, assess the competitiveness of internally provided services,
and support reviews of competitive alternatives to internal shared services. (Conclusion #3)
3. Revise the allocators used for interest and depreciation expense. (Conclusion #5)
4. Develop and maintain documentation of the details of the cost assignment process.
(Conclusion #6)
5. Use a general allocator based on an average of multiple factors representing the relative sizes
of the affiliates to which the costs are allocated. (Conclusion #10)
6. Investigate instances of large employee purchases through the corporate credit cards.
(Conclusion #16)
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7. Address the process deficiencies and incorrect cost assignments uncovered in the transaction
test. (Conclusion #18)

Chapter Twelve: Civil Penalties – Gas Safety Violations
Conclusions

1. IPL continues to comply with the IUB’s three directives from the 2005 Order concerning gas
code violations and related issues.
2. IPL has addressed the specific deficiencies identified in the 2005 Order.
3. IPL is on track to complete 10-year Cathodic-Protection Test-Point Program.
4. There has been a significant reduction in probable violations related to Corrosion Control, in
specific districts, but this is not necessarily a trend.
5. The Quarterly Reports have served the IUB’s original purposes, but may not remain as
relevant today as in the past. (Recommendation #1)
6. The Cathodic-Protection Test-Point Program lacks gas system metrics that measure
performance results. (Recommendations #2 and #3)
7. GIMMS is an effective tool and has fulfilled its initial objectives in assisting IPL in
managing gas field operations and in maintaining regulatory compliance.
Recommendations

1. Initiate informal discussions with the IUB staff to discuss regulatory information priorities.
(Conclusion #5)
2. Develop performance metrics for gas programs and projects. (Conclusion #6)
3. Determine the causes of the erratic behavior of the historic percent lost and unaccounted for
gas. (Conclusion #6)
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Governance and Senior Management
A. Background

This chapter addresses five major elements of this project’s scope:
• Board of directors structure and membership
• Senior management focus and independence in meeting Iowa customer needs
• Intercompany operating procedures and communications
• Affiliate influences on external relations
• The sale of IPL transmission assets to ITC-Midwest.
Liberty’s review in the first four of these areas concentrated primarily upon the effects of board
and executive structure and operation on the ability to promote appropriate attention on meeting
public service responsibilities generally, and on the needs and expectations of Iowa utility
customers and public stakeholders more particularly. Liberty examined the roles played by and
the interfaces among the utility (IPL), the service company (AECS), and the holding company
(Alliant) in each of these areas.
Our examination of IPL’s sale of its transmission assets to ITC-Midwest (closed in late 2007) did
not retrospectively assess or revisit the soundness of the decision made by IPL’s senior
management, approved by its board of directors, and reviewed by regulatory authorities. Our
review did look at how senior management and the board examined the expected benefits of the
sale, the degree to which those benefits have occurred, and IPL’s continuing efforts to influence
transmission service costs and quality for its retail customers.

1. Governance
Structure, composition, responsibility alignment, communication, and interaction comprise key
elements of success in examining how boards and senior management operate and interact.
Creating the proper balance between the board and executive management is a difficult task,
especially for corporations moving into new and challenging business areas and for those who
combine utility and non-utility operations.
Meeting public service responsibilities requires a board that is talented, experienced, and capable
of thinking independently and on occasion concluding differently from executive management
on what is best for the corporation at an overall level. At the same time, such independence will
not serve well if a board and executive management are unable to:
• Share a largely common vision for the corporation
• Operate with a strong sense of mutual respect for talents and abilities on both sides
• Communicate candidly and effectively
• Work through differences with tact and subtlety
• Respect the differing roles and responsibilities of each other.
Our review did not take place under the expectation that boards of directors should function
as a sort of internal regulator. They exist, as they should, primarily to create transparency in the
operation of public corporations, to help to manage risk as strategic opportunities are pursued,
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and to help to deliver value to shareowners. Boards can and should be expected to understand
and act in accord with the behavioral and operational constraints peculiar to public utilities.
However, that remains a far cry from expecting them to substantially discount traditional board
duties to shareowners, in favor of becoming to any significant degree a watchdog for the public
interest.
This difference seems clear when expressed at the conceptual level, but can be difficult to follow
when we leave the stage where strategies, goals, and objectives are developed, and we move to
the nitty-gritty of the operations systems, programs, resource commitments, and activities it takes
to pursue them. The challenge is to make sure that the board remains involved and aware enough
of events at this level to allow meaningful assessment of:
• Who has the responsibility and resources dedicated to achieving success?
• What failings (internal or external) exist when plans, objectives, and goals are not being
achieved?
• When do actual circumstances and intractable limitations make plans, objectives, and
goals impossible or impracticable to achieve?
• Where does accountability lie for failings or weaknesses in achieving success?
• Why did the problems occur and have successful corrections been identified and
implemented?
Liberty structured the work of this task area to provide an examination of how Alliant has
applied these standards in designing and in executing its corporate governance process by:
• Conducting an effective board member selection process that produces the right skills and
attitudes
• Creating an effective structure for dividing board responsibilities
• Recognizing the differences in the needs and requirements of multiple subsidiaries,
particularly the public service responsibilities imposed on public utility affiliates
• Creating a senior management structure that focuses accountability for meeting utility
public-service responsibilities
• Holding senior executives (at the utility, service-company, and holding company levels)
sufficiently accountable for meeting those responsibilities
• Applying procedures, communications, and control practices to make relationships
among utility, service company, and parent effective in meeting utility needs
• Structuring and implementing a set of external stakeholder organizations to focus
adequately on Iowa needs generally and public-service responsibilities in the state
particularly.
Alliant’s board and executive management should operate under a structure and in ways that
promote anticipation and response to utility issues timely, in light of the IPL’s own utility and
customer interests and in recognition of the need to assure adequate insulation of IPL from any
adverse (financial and operational) impacts resulting from non-utility operations. Implicit in the
discussion of this task area to this point is that the governance structure needs not only to
consider overall corporate needs, but also must uniquely identify and respond to the specific
needs of all subsidiaries. Because utilities have important public service responsibilities and
monopoly franchises, their role in corporate governance requires special consideration.
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Our interest here was not per se to examine how well the governance structure responds to the
needs of shareholders. The purpose was instead to determine whether they are adequate to
respond to the service quality, reliability, safety, continuity, and price requirements and
expectations legitimately imposed on a family of enterprises within which utility service is
provided. There is an old maxim that a truly long-term view of investor interests is largely
compatible with a similar view of customer interests. Without arguing the merits of that
proposition, it is sufficient to note that a great deal of harm can occur from even short-term
tensions between utility and non-utility resource needs, management attention, performance
weaknesses, and other factors.

2. Senior Management
IPL’s own management and expertise should be focused on IPL’s business. Service-company
management must also be structured and operated to address the full range of Iowa needs to their
full extent. Even holding-company executives, whose decisions have major consequence for
Iowa customers, must demonstrate a commitment to giving operations, interests, customers, and
other stakeholders in the state an appropriate level of priority and attention.
Important aspects of demonstrating adequate priority and attention include the obvious; e.g., the
proportion of time IPL, AECS, and Alliant senior management spend on IPL’s business and
activities, especially of creative energies and thoughtful time to improve service levels and
offerings to customers. Important aspects also include more subtle aspects like being champions
for the utility and securing appropriate representation for IPL’s needs and business strategy in the
overall Alliant strategy, capital and operating budgets allocations, plus securing helpful
collaborations from affiliates where not prohibited by law. Other examples of management time
and expertise that focus on the utility include effective communications with IPL employees,
being visible and accessible leaders internally and in the community, and active involvement in
the development of the organization and its employees, new opportunities, and quality
improvements.

3. Evaluation Criteria
The criteria that we applied in the examination of governance and senior management were:
Board Membership and Structure
•
•
•
•
•
•

•

The majority of directors should be independent.
There should be use of the newer, tightened definition of “independent” director.
All audit, nominating, and compensation committee members should be independent.
There should be independent director approval of director nominations.
The board should conduct regularly convened executive sessions of non-officer directors
only, presided over by identified outside directors.
The backgrounds and the knowledge and experience exhibited by directors should match
the needs for understanding the electric business, the other energy businesses of Alliant,
and the requirements for assuring that non-utility operations do not jeopardize utility
ones.
The role, mission, responsibilities, and resources of each committee should meet current
public (including utility) requirements and expectations.
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Committee governance and operating documents should clearly specify the
responsibilities of the committees and their means of exercising them.
Committee structure should focus on assuring that utility needs have sufficient planning,
budgeting, and performance measurement priority.
Committee structure should support the implementation of controls sufficient to maintain
utility financial and operational separation and insulation insofar as necessary in meeting
public service responsibilities.

Senior Management’s Iowa Focus and Independence
•
•
•
•

•
•
•
•
•
•
•
•
•

The overall governance structure should reflect the primacy of utility operations and the
unique public service responsibilities of IPL as a public utility.
That structure should assure that IPL secures the same quality, level, and independence of
board oversight that would apply to a stand-alone utility (recognizing that there is no
single, acceptable way of doing so).
Board members and senior executive management should evidence a clear understanding
of the potential for tension between utility and non-utility needs and of means for
addressing them without compromise to public service responsibilities.
It should be evident from the record that the parent board, utility boards, and the boards
of any entities that provide substantial support to IPL operations routinely focus on the
operations, needs, public-service requirements, and issues of substantial importance to
IPL.
The structure should support consideration of IPL governance and senior executive-level
issues at a level that is in proportion with other utility operations, as well as non-utility
ones.
IPL management should spend virtually all of its time and energies on IPL business,
directly or indirectly.
IPL management personnel should be visible champions for IPL and its needs. Examples
could include securing appropriate financial, human, and other needed resources.
IPL management should stay abreast of regulatory, customer needs and the business
environment, and develop business plans consistent with these realities.
IPL management should achieve aggressively reasonable goals and objectives, and
continuous improvement in IPL.
IPL management should exhibit vigilance in assuring that other affiliates are not at risk to
or drag on IPL.
AECS management should clearly focus independently on the needs of Iowa customers
and the requirements and expectations of state stakeholders.
There should be clear methods and objective consideration of the need for balancing
interests (utility and non-utility) that can be competing with those of Iowa utility and
customer interests.
Plans, budgets, measurements, accountability, and mid-stream changes to address
emerging circumstances should reflect sufficient priority on Iowa utility, customer, and
stakeholder needs and expectations.

Intercompany Operating Procedures and Communications
•

There should be regular and frequent forums for formal communications and vehicles for
informal communications between IPL and AECS and Alliant leadership.
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Communications should focus on measurable aspects and characteristics of services
provided to IPL and IPL needs met by AECS and Alliant resources.
Alliant and AECS leadership should demonstrate full awareness of conditions, needs,
activities, issues, and other factors associated with Iowa utility needs.
Clear procedures should exist for consideration of Iowa utility needs in the formation of
plans and budgets at the IPL, AECS, and Alliant levels.
IPL leadership should have clear and effective methods for assuring that AECS
operations consider Iowa needs.
AECS should operate under clear accountability for serving Iowa needs efficiently and
effectively.
IPL should have access to clear descriptions of deliverables, costs, expectations, and
other key determinants of efficiency and effectiveness to use as a basis for assuring
AECS accountability in providing services.
IPL information and issues discussion should comprise regular and recurring elements of
information provided to and discussions held by the parent board of directors.

ITC-Midwest Sale
The review of the ITC-Midwest sale sought to accomplish these primary objectives:
• Use the decision process as an example of a major “crossroads” decision by senior
executive management and the board of directors, recognizing that IPL faces significant
decision points as part of assembling and managing its power supply portfolio in the near
term
• Determine the degree to which the projected benefits of the transaction have materialized
• Verify that IPL has taken an appropriate role in protecting the interests of its customers
with respect to transmission service reliability and costs
• Examine the degree to which IPL has taken a sufficient, proactive role in the
development of competitive and efficient wholesale markets, and regional transmission
planning as regulated by FERC and administered by the MISO.

B. Findings
1. Board Membership
Alliant, the parent, and each of its two principal utilities (IPL and WPL) have technically
separate boards. However, all have the same members and structure, and they met jointly. This
approach is fairly typical of smaller and geographically more compact utility holding companies,
such as Alliant. The next table summarizes the memberships of the three boards. The service
company operates under a board comprised of members of management.
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Allen, P
Bennett, M
Hazel, D
Kampling, P
McAllister, S
Newhall, A
Oestreich,D
Perdue, D
Pyle, J
Sanders C
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Age Tenure

Rockwell Collins CFO; CPA (Iowa)
Former CEO, Terra Industries (Iowa)
Retired Sr VP, Ford Motor Co.; manufacturing (Mich)
Alliant CEO)
Large Law Firm Partner; attorney (D.C.)
Retired, Exec VP, Rural Cellular Corp.; telecom (Minn)
Retired senior Dupont executive; ag chemicals (Iowa)
Retired CEO, Dollar General & Reebok; retail (Georgia)
Sr. Executive, Rayovac and private fin. services; finance (Wisc)
Jewelers Mutual Insurance CFO; finance (Wisc)
Average
Median

Committees:
AC: Audit
ENHS: Envir., Nuclear, Health & Safety

47
58
63
52
59
60
59
62
68
44
57
59

2011
2003
2006
2012
2001
2003
2005
2001
1992
2005
2004
2004

C/A: Capital Approval
N/G: Nom. & Governance

AC
X
X
X

Committees
N/G C/P C/A ENHS EX
X
Chair
X

X

X

Chair
X
Chair
X
X
Chair

X
X
X

X
X

Chair
X
X
Chair

X
X

X
X

C/P: Comp & Personnel
EX: Executive

2. Governance Principles
The three boards operate under a structured set of Governance Principles. Liberty confirmed the
operation of the boards in accord with these principles (as well as the committee charter
responsibilities (set forth in the next section) through interviews with each director and review of
board and committee minutes and presentations.
The principles describe the responsibility of directors as follows:
The Company's Board of Directors represents the shareowners' interest in
perpetuating a successful business and optimizing long-term financial returns in a
manner consistent with applicable legal requirements and ethical considerations.
The Board is responsible for identifying and taking reasonable actions to help
assure that the Company is managed in a way designed to achieve this result.
The principles go on to identify the following as areas of board focus:
1. Selection, evaluation, and retention of the CEO
2. Oversight of selection and performance of other executive officers
3. Understanding, reviewing, and monitoring implementation of strategic plans and annual
operating plans and budgets
4. Corporate performance goals and succession planning
5. Selection and oversight of independent auditors; oversight of financial statements
6. Advising management on significant issues
7. Review and approval of significant Company actions and certain other matters
8. Nominating directors and committee members and overseeing effective corporate
governance
9. Compensation and personnel committee oversees executive compensation and benefits
10. Consideration of other constituencies.
The principles set a board size of between 9 and 12, with independent Directors (as defined by
NYSE listing standards to at least 75 percent of members). There are no fixed term limits; the
Nominating and Governance committee considers tenure as new elections arise. A retirement age
of 70 has been set by the bylaws as “appropriate.” The board elects its chair and the CEO, but
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must appoint the chair of the Nominating and Governance Committee (an independent director)
as the lead director when the chair and CEO are the same individual. The role of the lead director
is to “facilitate communication” between the CEO and the board, and brings “no special
authority.”
The principles make clear that the board will delegate (but oversee) day-to-day operation to
management. The principles charge the board with adopting, reviewing, and discussing
periodically with management “criteria and standards from which management will be charged
with operating the Company in an effective, ethical and legal manner designed to produce longterm value for the Company's shareowners.” The principles welcome meeting attendance by
senior management other than the CEO, and permit director communication with management.
The principles establish an overall structure for board minutes, addressing agendas, pre-meeting
submissions, and meetings of the independent directors without the presence of other directors or
management. The principles also address committee structure and meetings, leaving detailed
membership requirements and responsibility descriptions to committee charters. The board has
“reasonable” access to management’s internal and external resources for information and
consultation, and may retain its own, independent accounting experts, lawyers and other
consultants. Shareowners and other interested persons may communicate with directors through
the corporate secretary. Alliant also maintains a hotline that can be contacted anonymously.

3. Board Committees
a. Audit Committee
The Audit Committee, as required, consists of at least three (there are currently four)
independent directors. It operates under a clear charter imposing the following responsibilities:
1. Appoint, compensate, retain, terminate, and oversee the independent accountants, who
report directly to the committee
2. Pre-approve all services to be performed by the independent accountants
3. Review with independent accountants audit scope, fees and other matters deemed
appropriate
4. Review with management and the independent accountants before filing principal
financial statements, reports, releases, and guidance
5. Review management, Internal Audit, and independent accountants major accounting
principles, adequacy of reporting controls, audits of control deficiencies, and analyses of
reporting issues
6. Review independent accountants’ reports regarding policies and practices, treatments of
financial information, and other material written communications between management
and the accountants
7. Discuss with independent accountants matters under AU Section 380 of the Public
Company Accounting Oversight Board (“PCAOB”)
8. Review audit reports, management’s responses, and management’s corrective actions
9. Review annual audit plan, addressing responsibility, budget, and staffing adequacy
10. Conduct other examinations or reviews the committee considers necessary; address steps
for addressing accounting trends and developments
11. Review appointment, reassignment, and replacement of the head of Internal Audit
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12. Set policies for hiring employees of the independent accountants
13. Meet in separate sessions with accountants, Internal Audit, and members of management
14. Review CEO/CFO disclosures in 10-K and 10-Q certification processes
15. Obtain management’s quarterly reports on controls and procedures re: financial reporting
16. Obtain independent accountant’s annual audit report
17. Review with management, Internal Audit, and independent accountants significant
changes in controls, policies, procedures and practices, and compliance
18. Review annual independent accountants’ statement of independence
19. Review at least annually the report by the independent accountants on: (a) qualitycontrol, (b) material issues in the firm’s audits, and (c) relationships affecting
independence
20. Evaluate the qualifications, performance and independence of the independent
accountants, considering Internal Audit and management opinions
21. Review and evaluate the independent accountants’ lead partner; ensure partner rotation;
and consider regular rotation of the audit firm
22. Establish procedures for anonymous submission and handling of complaints
23. Review the status of compliance with laws, regulations, and internal procedures,
contingent liabilities and risks
24. Review scope and status of systems designed to ensure compliance
25. Discuss with management policies on risk assessment and management, major financial
risk exposures, and the monitoring and control steps
26. Conduct or authorize investigations into any matters within Committee responsibility
27. As appropriate, obtain advice and assistance from outside advisors.
b. Capital Approval Committee
The Capital Approval Committee consists of three independent members, with the Alliant CEO
serving as ex-officio chair, with no right to vote. The committee operates under a clear charter,
which limits the purpose to assisting and acting on behalf of the board where management is
engaged in a transaction proposal involving an iterative bidding process and action must be taken
before a special board meeting is practical or merited. The recent use of the committee has been
in connection with non-utility wind-generator design/construction projects. The committee can
act on transactions that have either undergone general review by the whole board or fall clearly
within the scope, budget, and project plan parameters of an item included in the Strategic Plan
and Annual Budget.
c. Compensation and Personnel Committee
The committee consists of four independent directors. It operates under a clear charter imposing
the following responsibilities:
Executive Compensation
1.
2.
3.
4.

Periodically review executive compensation philosophy and establish general policies
Provide for annual consultant review of market data to assess compensation competitiveness
Periodically review and approve Stock Ownership Guidelines
Recommend to board incentive compensation and stock-related plans, and exercise authority
of board for administration of such plans
5. Assure long-term incentive plan payment conformity with standards and restrictions
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6. Review CEO’s recommendations for and approve compensation and benefits for the
Company’s principal executives
7. Monitor talent management programs
8. Review with management proxy’s Compensation Discussion and Analysis; recommend to
board whether to include in the 10-K and proxy statement.
CEO and Other Executive Officer Compensation
1.
2.
3.
4.
5.
6.
7.
8.
9.

Review, approve goals and objectives relevant to compensation; evaluate CEO performance
Determine and approve the CEO compensation and benefits
Review CEO recommendations for compensation and benefits of other executive officers
Annually review relevant market data about base compensation
Approve in advance any salary increase for the CEO
Review and approve annual incentive specific goals and objectives for executive officers
Evaluate performance of CEO in meeting them; approve annual CEO incentive award
Review annual incentives recommendations of CEO for other executive officers
Approve CEO’s long-term incentive award, considering: (a) Company performance and
other critical measures, (b) value of awards to other CEOs, (c) desired vehicles (e.g., stock
options) and mix, (d) units granted in prior years, and (e) any other data deemed relevant.

Compensation Risk Assessment
1. Annually review with management’s assistance compensation policies and practices for
executive and non-executive employees; identify potential material risks.
Board Compensation
1. Periodically evaluate the compensation of directors, considering comparable companies
2. Recommend to Nominating and Governance Committee director compensation adjustments.
Employee Pension and Employee Welfare Benefit Plans
1. Discharge board responsibilities for pension and employee ERISA welfare plans
2. Monitor employee benefit programs with respect to material modifications.
d. Environmental, Nuclear, Health, and Safety
The committee has five members and it operates under a clear charter imposing the following
responsibilities:
Environmental
1. Review environmental policy and planning issues including environmental regulatory agency
and air, water, and waste regulations matters and compliance
2. Annually authorize issuance of the Alliant Environmental Report.
Safety
1. Review health and safety policies, activities and issues.
Nuclear
1. Review policies and operating issues related to nuclear power-purchase agreements.
e. Executive
The Executive Committee consists of four independent directors, the chairs of each of the
committees, and the CEO, serving as ex-officio chair. The committee operates under a clear
September 27, 2012
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charter, which limits the purpose to acting (as allowed by law) on behalf of the board when the
board is not in session.
f. Nominating and Governance
The Nominating and Governance Committee, as required, consists of five independent directors.
It operates under a clear charter imposing the following responsibilities:
Board and Committees
1.
2.
3.
4.
5.
6.
7.
8.
9.

Evaluate periodically changes in board size and composition
Recommend board membership criteria
Evaluate directors and candidates; assure presence on board of appropriate characteristics
Recommend director independence standards considering guidelines, and best practices
Identify and recommend director candidates (in accordance with the guidelines set forth in
Appendix B, of the Corporate Governance Principles, titled Criteria For Director Nominees)
Review director resignation offers on changes in employer or job responsibilities
Evaluate renomination of sitting directors
Annually evaluate committee and member performance, operations, charter, and composition
Recommend annually candidates for committee membership, after consulting with the CEO.

Corporate Governance
1. Recommend governance principles consistent with the NYSE listing standards
2. Monitor other board governance policies and practices
3. Make recommendations on shareholder proposals relating to governance.
Board Compensation and Performance
1. Review Compensation and Personnel Committee director compensation recommendations
2. Oversee annual board and committee self-assessments and report to board.
Evaluation of Management and Succession Planning
1. Oversee annual evaluations of management, understanding CEO’s primary responsibility
2. Review and recommend policies for CEO selection and succession planning.
Director Matters
1. Ensure appropriate new director orientation; assure systematic educational opportunities
2. Review related-person transactions.

4. Organization Structure
Alliant operates under a strongly centralized executive structure. Seven executives and two
directors now report directly to the Alliant Chair, President, and CEO. These reports lead
essentially all functions required to provide utility service in Iowa, Minnesota, and Wisconsin.
Their functions include all key operations functions; i.e., generation, distribution, transmission
oversight of ITC-Midwest, and customer service. They also direct all A&G and other supporting
functions; e.g., finance accounting, legal, regulatory, information technology, and human
resources. Essentially, therefore, management of all utility-related functions takes place in
common between IPL and WPL, although each has a large body of field resources operating
under this common management structure. The reports to Alliant’s CEO and the functions they
direct are:
September 27, 2012
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Senior Vice President-Energy Resource Development (serves also as IPL president)
o Alliant Energy transportation (rail and transfer affiliates)
o IPL natural gas plant planning and construction
o Flight and travel services
o Renewable asset strategy and development
o Renewables operation
o Resource planning
o Corporate diversity and inclusion (dotted line reporting)
Senior Vice President – Generation (serves also as WPL president)
o Generation construction
o Generation engineering
o Generation finance and administration
o Generation operations
o Strategic implementation (Lean Six Sigma; i.e., operations improvement)
o Strategic projects-IPL
o Strategic projects-WPL
Vice President-Energy Delivery Operations
o Engineering and asset management
o Operations support
o Regional offices
o Security and facilities services
o Workforce management, training, other technical services
Vice President and CFO
o Accounting
o Information technology
o Investor Relations
o Regulatory and financial planning
o Taxes
o Treasury and insurance
Vice President-Customer Service
o Customer support services
o Economic development, energy efficiency and account management
o Natural gas business
o Wholesale services
Vice President and General Counsel
o Compliance
o Corporate secretary
o Legal staff
o Policy, planning and integration
o Public and community affairs
Vice President-Human Resources
o Communications
o Compensation
o Diversity and inclusions
o Labor relations
o Recruitment and development
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o Safety
o Systems and operations
Director Environmental Affairs
Director-Energy Markets
o Energy Market Operations
o Fuel and operations planning
o Gas supply and energy risk management
o Solid Fuel Procurement

Each of these positions also has dedicated business and financial performance representative
reporting on a dotted-line basis. They provide a variety of planning, budgeting, and results
reporting services, taking common direction (in order to assure consistent products) from the
financial organization.
Each of the three main business operations areas (IPL, WPL, and RMT) also has a lead assigned
executive. RMT has a dedicated president; the two utilities do not. The Senior Vice PresidentEnergy Resource Development serves as IPL’s lead executive. The Senior Vice President –
Generation serves as WPL’s senior executive. The Alliant senior vice president serves as IPL’s
senior executive. He has long experience with the Iowa business community, has been with IPL
for a long time, and has held senior leadership roles in Energy Delivery. He serves as the
principal senior executive presence vis-à-vis Iowa stakeholders, with whom he generally has
long familiarity. He is well known to large customers as well. Alliant executives based in
Madison have not sought to establish themselves as routine Iowa presences, seeking instead to
promote the senior state executive as the principal interface.
Alliant staffs its executive roster with senior and experienced incumbents who have as a group
substantial experience in their areas of expertise. As is typical of utility holding company
structures, the senior executive team holds roles in the service company. There is not a separate
parent executive structure in an operating sense. It is customary for senior utility executive
management to have long tenures. Familiarity and continuity are important attributes for
companies that have important public service responsibilities. At the same time, it is important to
promote diversity of thinking and approach as well, in an industry that faces change and needs to
assure that its strategies, approaches, and methods remain in touch with developments. Alliant
has a healthy combination of continuity and diversity. Its three newest officers are:
COO (now CEO - 7 years)

VP & General Counsel - 2
years

VP Human Resources - 3 years

Its other officers average 25 years with Alliant or predecessors.
Alliant makes fairly extensive use of executive committees to oversee critical planning,
administrative, and operating matters. A Strategic Planning Committee coordinates strategic
planning activities (discussed more extensively in the Planning chapter of this report). Its officer
members include the following and the President-Alliant Energy Transportation:
CEO

CFO

VP-HR

VP-Customer Service

VP-ED

VP-Regulatory

September 27, 2012
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The other principal committee, The Executive Review & Risk Committee (ERRC) consists of
the CEO, CFO, general counsel, and the two senior vice presidents (for Energy Resource
Development and Generation) who serve as the lead utility executives for IPL and WPL. The
ER&RC, also discussed more extensively in other chapters of this report, oversees the activities
of a number of other executive-level committees that address:
Energy Risk Mgmt & Trading
Investments
Compensation
Information Technology
Safety
NERC Steering Committee
Corporate Policy & Procedure Review

5. Staffing
Staffing reductions have been an Alliant focus in recent years. The next table summarizes
staffing at all Alliant entities since 2008. The two utilities and the service company account for
90 percent of current staffing. That percentage rose from 84 percent in 2008, with the difference
driven almost entirely by a significant staff reduction at affiliate RMT.
RMT, despite a drop of almost 500 employees from 2008 to 2011, still accounts for most (7 of
10) of the remaining 10 percent of Alliant employees not in the utilities or service company.
RMT sold its environmental business unit in 2011, the year of its largest employment drop
during this period. Alliant is seeking to sell the remainder of RMT’s businesses at present. The
other non-utility affiliate employees work for Alliant’s transportation subsidiaries. Their staffing
changed from 111 to 113 over the period measured. There was another non-utility affiliate that
had employees during the period; Industrial Energy Applications (IEA), which Alliant proposed
for sale in 2010 had employed 10 people. Alliant listed IEA as a discontinued business after its
planned sale; employment then dropped to zero. IEA provided facilities-based energy services to
Midwest businesses, consisting primarily of ownership and operation of about 80 MW of
natural-gas and diesel generators providing customers with backup power and a steamproduction facility used by a Wisconsin dairy cooperative.
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Alliant Staffing by Entity (2008-2011)
Year
Entity
Alliant Energy Corp Serv Inc.
Alliant Energy Resources Inc.
Alliant Energy Transportation
Cedar Rapids & IA City Railway
IEI Barge
Industrial Energy Applications
Interstate Power & Light Co.
RMT
Williams Bulk Transfer
Wisconsin Power & Light Co.
Grand Total

2008

2009

2010

2011

1,579
3
15
78
12
11
1,518
725
6
1,371
5,318

1,442
0
14
76
14
10
1,435
661
7
1,298
4,957
(361)
-6.8%

1,394
0
14
77
17
10
1,414
527
7
1,244
4,704
(253)
-5.1%

893
0
13
77
15
0
1,652
296
8
1,308
4,262
(442)
-9.4%

Yearly Change

% 2011 Total
Total Change
21.0% -43.4%
0.0% -100.0%
0.3% -13.3%
1.8%
-1.3%
0.4%
25.0%
0.0% -100.0%
38.8%
8.8%
6.9% -59.2%
0.2%
33.3%
30.7%
-4.6%
100.0% -19.9%

Attention to staffing exemplifies the board’s continuing focus on utility costs. The next table
shows Alliant staffing changes at the utilities and service company in recent years. The numbers
reflect year-end actuals through 2011 and estimates for the following years. The numbers show a
focus on staffing control. The table shows that WPL has experienced a significantly greater
reduction than has IPL. This differential resulted from the reassignment of AECS personnel who
work predominantly for a single utility to that utility. The change therefore did not alter their
time charging, which was already to the utility being served.
Utility and Service Company Staffing Changes
Year

IPL

AECS

WPL

Total

2008

1,518

1,579

1,371

Yearly
4,468 Change

2009

1,435

1,442

1,298

4,175

-6.6%

2010

1,414

1,394

1,244

4,052

-2.9%

2011

1,652

893

1,308

3,853

-4.9%

2012

1,652

908

1,290

3,850

-0.1%

2013

1,716

923

1,363

4,002

3.9%

2014

1,716

922

1,363

4,001

0.0%

Total
Change

-198
657
13.0% -41.6%

8
467
-0.6% -10.5%

The vintage of the estimates for years 2012 through 2014 was Q1 November 2012. The October
2010 estimates for future years (shown in the next table) ran significantly higher. Those earlier,
higher estimates were being driven by significant anticipated hiring needs to address the
“graying work force” issue that Alliant, like most companies, have been facing. Specifically, the
driver was the plan to “double up” on key positions to assure that there would be ready
replacements for expected retirees in key Energy Delivery positions. Management presented to
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the Alliant board of directors in 2010 proposed budgets incorporating this approach and the
employee levels shown in the next table. The significant impact on costs led to a year-long effort
to examine key retirements more closely and to identify other techniques for addressing them.
Energy Delivery, working with Human Resources and bargaining unit representatives (on
measures such as work deployment flexibility and longevity inducements) succeeded in reducing
the expected staff augmentation materially.
October 2010 Staffing Estimates
Year

IPL

AECS

WPL

Total

2011

1,574

1,488

1,264

4,326

2012

1,627

1,496

1,265

4,388

2013

1,673

1,496

1,268

4,437

About 68 percent of IPL employees, 82 percent of WPL employees and 3 percent of service
company employees work under collective bargaining agreements.
Recent compensation trends have been favorable, with Alliant keeping salary growth and health
care cost growth below market trends and with salaries in line with comparable positions by IPL
measurements.
The next table shows that, as measured by revenues, customer numbers, and sales, IPL (Iowa and
Minnesota combined) displays a very consistent size differential over WPL.
Customers (x1,000)
Utility
Elec
Gas
IPL
526
234
Total
760
WPL
457
180
Total
637
Customer Ratio
1.19
Revenues (x1,000,000)
IPL
$1,408
$276
Total
$1,684
WPL
$1,228
$200
Total
$1,428
Revenue Ratio
1.18

Elec. Sales (x1,000MWh)
Utility
Sales
IPL
16,486
WPL
14,291
Ratio
1.15

Gas Sales (x1,000Dth)
Utility
Sales
IPL
57,083
WPL
45,140
Ratio
1.26

The next table shows the ratio of IPL to WPL costs from the
service company. This report’s chapter addressing Affiliate
Transactions looks in more depth at the propriety of cost
assignment and allocation of the costs of these common
services. For our purposes here, the rough consistency between
company size measures and costs borne evidences the
September 27, 2012
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Utility
2011 Amount
IPL
$152,966
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$119,264
Ratio
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reasonably similar approach to the provision of common services between IPL and WPL.
When audit work began, the COO (now the CEO following her predecessor’s recent retirement)
directed the vast majority of the functions most directly associated with utility operations. The
resources in her largest groups (under Energy Delivery, Generation, and Customer Service) work
essentially exclusively for utility operations. They represented over 90 percent of the personnel
under the COO. The other groups (Energy Resource Development, Environmental, and Human
Resources) performed the vast majority of their work for the utilities.
The Company maps succession plans for each officer. The process lists for each officer and some
key positions a list of successors in four categories:
Ready Now
Groom 1-2 Years
Groom 3-5 Years
Emergency
Alliant integrates this process with its performance management program, seeking to tailor
individual development plans to potential future roles identified as part of succession planning.
The Company also conducts structured planning for what it terms Critical Positions. The process
identifies critical positions based on core strategies and strategic focus areas critical to business
success. The positions identified generally require specialized technical or operations knowledge.
The process identifies for each the presence or absence of an immediate successor. It addresses
key attributes of the current incumbent relative to retention risk (e.g., compensation or pending
retirement) and capabilities. It also identifies an action plan specific to assuring position
continuity and development of capabilities.

6. ITC-Midwest Sale
a. Background
We examined the degree to which management and board actions were informed by detailed
examinations of customer-cost impacts, in order to identify whether, on a forward looking basis,
the ITC decision-making process suggests potential improvement opportunities. We observed a
lack of detail in the projections of economic and operational benefits from the sale to ITCMidwest, especially over the long term. Basic questions we raised included:
• Has the 34.5 kV to 69 kV upgrade progressed as scheduled
• Have transmission losses declined as the 34 kV network been upgraded to 69 kV 1
• Has IPL complied with the promised four year capital expansion program
• Has MISO congestion been relieved
• Has ITC-Midwest demonstrated the superior operational and maintenance capabilities
that IPL cited? Has the reliability of the transmission network improved since 2007
• Has the amount of newly installed “green” generation met the targets claimed by IPL
• Have the economic development projections offered by IPL materialized?

1

A basic tenant of power system engineering is that electric line losses decline in inverse proportion to voltage
levels: i.e., the higher the voltage level the lower the line losses.
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The sale to ITC-Midwest occurred under significant time pressure, but it did not represent a new
or hastily conceived idea. Consideration of an independent transmission company dated back to
Alliant Energy’s creation. IES Industries, Interstate Power Company, and WPL Holdings in
Wisconsin merged in 1998. The merged utilities joined the Midwest Independent System
Operator (MISO) during this period. FERC at that time fostered regional transmission planning
and management. The merged utilities continued, following MISO membership, to explore
independent transmission ownership and organization structures. Alliant’s Iowa utilities
withdrew from MISO in 1998. They initiated steps to form an independent transmission
company with Northern States Power (NSP). This effort ended when NSP merged with New
Centuries Energy.
The Iowa utilities rejoined the MISO in 1999. Another ownership alternative emerged, in 2001.
The Iowa utilities and a number of other Midwest utilities sought regulatory approval to form
another independent transmission company, TRANSLink. Alliant’s Wisconsin utility did in 2001
transfer its Wisconsin transmission assets to the American Transmission Company (ATCLLC).
TRANSLink was abandoned in the fall of 2003, following a number of regulatory reviews and
setbacks. The Companies did consider contributing Iowa transmission assets to ATCLLC. That
transfer did not appeal, however. It would have produced no premium above depreciated book
value.
The process leading to the sale of IPL’s transmission assets, defined as those networks 34.5 kV
and above, began in mid-2006, when IPL and ITC-Midwest initiated exploratory discussions.
IPL and ITC-Midwest signed a January 2007 Asset Sales Agreement, contingent upon receiving
all regulatory approvals by December 31, 2007. The transaction required regulatory approval
from state regulators in Iowa and Minnesota and from the FERC. The December 31, 2007 date
formed a central element of the transaction. Closure by year end was necessary to allow IPL to
capture tax incentives associated with the Energy Policy Act of 2005 and the American Jobs
Creation Act of 2004.
IPL has cited a number of reasons supporting its decision to join an independent transmission
company or to sell those assets to another company. FERC efforts to create regional transmission
operators via the RTO or ISO business models emerged from FERC Order 888, and gained
further impetus under FERC Order 2000. IPL’s management came to the conclusion that such a
paradigm would cause bulk-power transmission investments to rise without producing a
commensurate benefit to retail customers. Furthermore, expected growth in distributed wind
generation and ethanol production in Iowa would produce even greater pressure for transmission
construction. A particularly critical factor in IPL’s thinking came from its belief that its
dependence on high-cost generation and purchased power agreements would push it toward
becoming the state’s, if not even the region’s, “high priced” utility.
By 2006, IPL envisioned a way to achieve objectives it stated as: (a) freeing up significant cash
to invest in lower cost generation, and (b) turning over its transmission system to a firm that
could better manage its expansion requirements in a multi-jurisdictional setting. IPL expected to
net $750 million, which could be invested in lower cost generation as well as other infrastructure
related projects. This amount would reflect substantial amounts in excess of the remaining costs
of the assets to be sold. Two primary sources would produce this excess: (a) a premium of asset
September 27, 2012
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sale price of over original cost less deprecation to be paid by the buyer, and (b) tax incentives
derived from the Energy Policy Act of 2005 and the American Jobs Creation Act of 2004.
IPL anticipated that FERC regulation of the acquirer allow it to pay a premium for several
reasons. First, the FERC generally allows a higher return on investment, and it offers incentive
returns for certain transmission investments. The FERC also allows for greater (compared with
state regulators generally) equity percentages in the capital structure to which return rates apply.
All else equal, these factors would produce higher rates and returns under FERC regulation.
b. Increases in Transmission Costs to Customers
The size of rate increases under ITC-Midwest’s
stewardship has been a matter of significant interest
and concern. The accompanying graph shows that
ITC-Midwest network rates have increased by
approximately 75 percent since 2008. The IUB
recognized, as part of a 2011 IPL rate case, that IPL
had not claimed that ITC-Midwest’s rates did not
increase. IPL did propose that a portion of the sale
proceeds offset FERC-related increases resulting
from a shift from state to federal regulatory
oversight. The return component of FERC rates
tends to be higher than what state regulation
generally allows.
The transmission increases
illustrated in the graph include more than returnbased differences, however.

Network Rate $/kW-Month
$8.000
$7.000
$6.000
$5.000
$4.000

Network Rate $/kWMonth

$3.000
$2.000
$1.000
$0.000
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IPL recognized that the sale of its transmission network would result in increased transmission
expenses. It proposed to mitigate those increases by designating approximately $13 million per
year to offset FERC related cost-adders for a period of up to eight years. In Iowa, IPL requested
and received regulatory approval to accelerate the refund process to offset higher transmission
expenses resulting from ITC-Midwest true-up expenses in 2008 and 2009, as well as a partial
offset to the Whispering Willow Wind Farm - East capital costs. IPL also predicted a number of
other customer benefits from the sale of its transmission assets:
• Greater access to lower cost generation as ITC-Midwest invested in bulk transmission
• IPL’s ability to finance new baseload generation
• Set aside of $60 million to offset AFUDC
• Reductions in locational congestion
• Greater access to renewable generation
• Reductions in cost of capital computations in future rate applications
• Improved transmission system reliability.
c. Continuing IPL Engagement on Transmission Service and Rates
We examined IPL’s engagement in assuring that ITC-Midwest meets the service quality and
reliability needs of customers served through IPL networks that depend on service from ITCMidwest. We also examined IPL’s engagement in ensuring that such services continue to be
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provided at reasonable costs. We believe that IPL should act as the principal stakeholder in
assuring quality, reliability, and economy. Areas of particular focus in our examination included:
• Ongoing coordination and oversight of ITC-Midwest’s operational performance,
transmission planning and capital budgeting
• Participation in ITC-Midwest’s applications to regulators
• Participation in ongoing MISO and FERC proceedings that could affect such issues as
IPL’s access to low cost and/or renewable generation, cost allocation of multi-regional
transmission expenses and rules and regulations associated with the operation of the
MISO.
The sales agreement presents a barrier to fully effective IPL protection of retail customers in rate
matters. IPL may not oppose the use of FERC rate formulas for seven years. IPL has taken
reasonably aggressive actions insofar as that limit applies. As the end of the seven-year
limitation approaches, however, it will be important for IPL to broaden the alternatives that it
considers in keeping rates as low as reasonably possible, given due consideration to service
quality and reliability and an interest in promoting long-term ITC-Midwest financial strength
through providing an opportunity for a fair return.
ITC has addressed retail customer interests in direct interaction with ITC-Midwest and through
active participation in matters before MISO. Monthly internal IPL/ITC team meetings take place.
IPL also leads preparation of, and participates in biannual meetings of stakeholders concerned
with Iowa transmission interests. These meetings go beyond rate matters and address such issues
as:
• ITC operational and maintenance issues
• MISO Activities
• Construction project status.
The meetings with stakeholders have now undergone a reasonable development period. We
believe that it will be important for them to focus relatively less attention on information
provision by IPL and more attention on development of common issues lists and strategies for
addressing them. We believe that they should also seek to coordinate strategies where common
interests exists, and to seek common positions before the FERC as to such interests. This change
will require the meetings to become less presentation-focused and more dialogue- and planningfocused.
IPL reports its transmission-related regulatory and consumer protection activities to the IUB on a
semi-annual basis. This development is recent; the first filing came on June 30, 2011. This
reporting process results from IUB Final Decision and Order in Docket No. RPU-2010-0001.
This ruling directs IPL to report on: (a) its actions relating to the transmission planning process,
and (b) collaboration with other stakeholders on managing its relationship with ITC-Midwest.
The focus of this semi-annual report is on:
• IPL structures and processes ITC relationship management
• Review, analysis and actions of ITC’s dockets
• Review, analysis, and actions of ITC’s project planning process
• Federal Energy Regulatory Commission interventions
• Midwest Independent System Operator participation
• Stakeholder informational meeting
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Operations coordination and outage restoration management
Other transmission related activity
Timetable of events influencing transmission rates.

We examined the activities that IPL has taken to influence ITC-Midwest rates. These reflect the
primary venues, directly or indirectly, where IPL believes it can have an influence on ITCMidwest rates:
• FERC 206 filing by IPL in 2008 protesting ITC-Midwest rates and subsequent filings,
concluding with FERC’s May 2011 denial of IPL’s request for rehearing.
• Involvement with and representation on various key MISO committees and activities
associated with transmission planning in MISO, including those plans proposed by ITCMidwest (IPL activities included review and feedback to ITC-Midwest and MISO on the
Multi-Value Projects (MVPs) eligible for cost sharing across MISO).
• Invitation to ITC-Midwest to attend IPL’s semi-annual transmission stakeholder
informational meetings, where ITC-Midwest has both presented and received customer
questions and feedback regarding its activities and costs.
• February 21, 2011, IPL, ITC-Midwest, and Elk Wind agreement providing that Elk Wind
would pay for certain network upgrades associated with the ITC-Midwest 69 kV system
rather than accept delay while IPL contested the project before the Iowa Utilities Board in
the franchise proceedings.
• Request to ITC-Midwest to provide forecasted future rates (this request did not produce a
specific rate forecast, but ITC-Midwest did provide revenue requirements projections,
from which IPL will in part derive its own forecast of ITC-Midwest rates).
• Several regulatory filings to the Iowa Utilities Board and FERC expressing IPL
transmission policies and positions that may influence ITC-Midwest rates through Board
or FERC actions.
• Expressed expectation to ITC-Midwest that the Entergy transaction not result in
increased cost to IPL and IPL customers of ITC-Midwest’s transmission service.
• Filed comments at FERC in regard to the FERC Audit of ITC-Midwest, which result in a
refund of an over collection of funds. Stated expectation that any resulting action from
FERC addressing the apparent conflict between ITC-Midwest’s accounting and the
Commission’s accounting policies must not result in recovery of the asset acquisition
premium from IPL and IPL customers.
IPL’s Semi-Annual Reports to the Iowa Utilities Board on Transmission-Related Activities
provide a complete list of IPL filings and more details on other actions relevant to transmission
service in Iowa.
IPL has not limited its engagement to rates matters, but has addressed a variety of issues that
may affect reliability and long-term access to power supply. For example, IPL has undertaken
reasonably close coordination with ITC-Midwest from 2007 to present on capital project
planning of ITC-Midwest and IPL, and on maintenance activities of ITC-Midwest.
Very recently, the FERC ordered ITC-Holdings to refund “improper recovery” of amortized
goodwill and over-accrued AFUDC. Approximately $13 million was over collected during 2008
and 2009 and a portion of which should be refunded to IPL.
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C. Conclusions
Governance
1. The number of directors who are independent is typical of utility holding-company
boards and the independent directors act as expected in areas deemed important for
independent directors.
The Alliant and IPL boards have the same membership, which is comprised predominantly of
independent directors. All members of the boards of Alliant and IPL are independent, except for
the Alliant CEO. Alliant uses an appropriate standard for determining independence; it is based
on New York Stock Exchange listing standards. All audit, nominating, and compensation
committee members are independent. The lead director and the Nominating and Governance
Committee (all independent directors) have taken substantial roles in the identification of new
director candidates and in the review of board performance. Each board meeting provides an
opportunity for executive sessions of independent directors.
We found the board role in director candidate selection and its use of director-only meetings to
represent particular strengths.
2. The Alliant and IPL boards possess backgrounds and experiences well matched to the
needs of Iowa utility operations.
The members possess a complementary set of backgrounds, and give Alliant and IPL a board
having comparatively strong members. The members bring very senior and long business
experience from a variety of backgrounds. They also offer as a group strong knowledge of the
service territory. The mix of business skills includes energy, retail, manufacturing, and financial
expertise. The strength of board member credentials is comparable to that of even significantly
larger U.S. utility holding companies.
The members also exhibit strong levels of diversity, including but not limited to age and board
tenure. This particular aspect of diversity gives the board a reasonably strong understanding of
utility operations, while rotating members with sufficient frequency to bring fresh insights to
oversight of IPL. Member backgrounds and the knowledge and experience exhibited by
directors match the needs for understanding the electric business, the other energy businesses of
Alliant, and the requirements for assuring that non-utility operations do not jeopardize utility
ones.
3. The board members express a strong focus on customer costs, but major decisions
coming before them have not consistently been accompanied by substantial, detailed
analysis of long-term customer rate impacts. (Recommendation #1)
The basis for this conclusion is set forth in combination with that provided for Conclusion #4
immediately below.
4. The existing committees have roles, responsibilities, and resources appropriate to their
tasks, but the lack of a committee focused on infrastructure needs and requirements
does not align well with the major challenges facing IPL. (Recommendation #1)
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Committee governance and operating documents clearly specify the responsibilities of the
committees and their means of exercising them. Committee structure supports the
implementation of controls sufficient to maintain utility financial and operational separation and
insulation insofar as necessary in meeting public service responsibilities.
The audit committee has a clear and comprehensive charter. Interviews with members and with
the chief audit executive demonstrated knowledge of the specifics underlying charter
responsibilities. The committee has subjected regular but important recurring duties to
appropriate schedules. The committee takes a suitably detailed role in the formation of annual
audit plans, identification of required resources, and oversight of plan execution. The reporting
relationship of the senior audit executive with the audit committee also comports with best
practices.
The board has engaged in balancing investment objectives with customer-cost control targets.
Two particular observations we made threaten the ability to balance those objectives and targets.
First, the ITC-Midwest sale demonstrated that the board’s focus on financial and economic
results was much more analytically supported and detailed in matters of most concern to
shareowners. The information brought before it on customer impacts demonstrated a
significantly more qualitative nature. We did not find substantial quantitative analyses of impacts
on revenue requirements or on service-level changes to support projections of customer benefits.
We cannot reconstruct what such analyses would have shown, but it is clear that suitably detailed
examination then would, had it modeled increases even approaching the levels since
experienced, have presented the Company, the IUB, and stakeholders with a very different
framework for assessing the merits of the sale. We found regular, updated, and very thorough
analyses on the effects of the sale on a broad range of financial parameters. Some of those
parameters relate to credit quality, whose maintenance in an efficient manner supports customer
interest. The focus, however, of that data clearly was on what the transaction would mean for
shareowners. We do not argue with the importance of those analyses and data, but do believe that
the board should demand, and management should provide similarly sharp, focused, and
quantitative analysis of customer cost and reliability impacts as well.
We recognize that the ITC-Midwest sale took place some time ago. We also do not suggest that a
revisitation of the sale’s merits would either be appropriate or suggestive of an opposite result.
Certainly, more recent decisions have produced more detailed analyses of revenue-requirements
impacts. Nevertheless, as the Planning chapter of this report discusses, there remain issues with
the information and analysis brought before the board.
Another factor that adds color to the recommendation lies in what we found to be a strong
tendency to measure lagging, or “output” measures of performance, rather than leading, or
“input” measures. The board receives fairly general information about service quality and about
expenditures. Measuring service quality outputs such as CAIDI (the average duration of outages)
or SAIFI (their average frequency) does typify industry experience, but it does not provide a
sufficiently real-time indicator. By the time that any potentially misdirected, undersupported, or
poorly measured indicators of capital and O&M work performed begin to show degradation in
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these output measures, sometimes material consequences will already have occurred. Examples
include such avoidable impacts as:
• Waste: dollars spent in the past on work less critical to reliability
• Misallocation: e.g., dollars spent on capital that should have gone to O&M
• Catch-up penalties: e.g., incrementally more difficult response after vegetation has been
ignored too long or transformation of repairs into replacements as lines deteriorate longer
between inspections or treatments.
IPL’s system, as portions of the Construction Program Planning chapter of this report observe,
already show signs of degradation in output measures. The system is therefore at risk of
avoidable impacts such as those just noted. Even if use of industry traditional output metrics
remained appropriate (which we do not accept as the case), IPL has reached a stage that requires
more. The very large capital program associated with supply and the board’s proper focus on
mitigating rate impacts requires more detailed performance information to ensure that the
balance between expenditure growth and rate control grounds itself on sufficiently detailed
information.
5. The board members demonstrate substantial engagement in IPL operations, but the
challenges faced by IPL make meeting frequency and approach to committee business
an issue in continuing to assure effective oversight. (Recommendation #2)
Proxy data for the year 2010 shows that, among the S&P 1500, average meeting frequency was
7.8 times per year; 35 percent of companies met between 7 and 9 times, with 24 percent meeting
10 or more times. Utility companies comprise the group with the most frequent meetings. About
a third of them have been meeting 10 or more times. Over 40 percent meet between 7 and 9
times. The Harvard Law School Forum on Corporate Governance and Financial regulation
reported in its “2011 U.S. Director Compensation and Board Practices Report” that in-person
meetings across industries averaged six per year, with three or four additional telephone sessions.
A recent presentation by a Stanford Graduate School of Business professor reported an average
of 8 to 9 meetings per year.
The following table shows the number of Alliant board meetings in recent years. Apart from an
important and commendable strategic planning effort in 2010 and plans for 2012, Alliant has
generally fallen beneath typical frequencies. In particular, its number of in person meetings fall
below typical experience.
Alliant Energy Board Meetings
Year In Person Telephonic Total
4
4
8
2012
4
2
6
2011
7*
2
9
2010
4
4
8
2009
6
1
7
2008
6
1
7
2007
*5 regular; 2 strategic planning
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The previous conclusion addressed the challenges that IPL faces now and across the coming five
years or so. We believe that this period will increase cost and operational risks materially. The
added engagement in detail that we think this coming period should engender will make Alliant’s
use of a comparatively low number of board meetings increasingly more challenging over time.
We believe that the Alliant directors have much to offer the Company in meeting its public
service responsibilities. We have particularly found their attention to strategic planning and
succession planning notable. Ensuring that plans made have an analytical foundation that
remains strong and convincing, and overseeing progress in executing those plans successfully
and without undue sacrifice to matters (such as sustaining the distribution network) that are less
visibly of a critical nature and in a way that stands sufficient probability to meet customer cost
growth goals now loom as major challenges. We consider meeting more frequently together as a
group critical to meeting those challenges.
Another feature of the Alliant board’s means of conducting itself adds to the importance of this
conclusion. All boards in our experience from time to time see attendance at committee meetings
by substantially more than the appointed committee members. This circumstance is generally a
positive thing, particularly for especially critical meetings. Non-committee members certainly do
not relinquish their personal responsibilities for oversight on matters assigned to committees
(with fairly rare exceptions). However, where broad (perhaps approaching all hands attendance)
use of this technique exists, it inevitably begins to raise questions:
• Are committee meeting times shortened so as not to foreclose non-member attendance
across what, for most boards, is a day-and-a-half to two-day schedule
• Do shortened meetings reduce the time for members who presumably have prepared
more completely to delve into appropriate detail
• Do questions or comments from non-members distract attention from high-priority issues
• Does management avoid detail in presentation materials out of deference for less
prepared non-members
• Recognizing that most committee recommendations undergo full board review later in
the sessions (which for most boards comprise a multi-day agenda), do members feel less
responsibility to “take the lead” in forming clear, concise recommendations for full board
review
• Do reports for the full board (and those management members attending board but not
committee meetings) become less explicit and clear because the non-members “have
already heard it” in committee?
We begin with an inherent concern about extensive use of all-hands type committee meetings as
a norm (as opposed to an exception that remains reasonably confined). We also acknowledge
that this concern becomes difficult to translate into a clear conclusion that an improvement
opportunity exists. The reluctance to do so, however, diminishes in light of the comparatively
limited number of in-person meetings used by the Alliant board. A greater number of meetings,
in addition to the principal benefit described above, would diminish concern about potential
dilution of committee effectiveness due to a pattern of broad non-member attendance.
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Senior Management
6. The organization structure recognizes the primacy of utility operations and publicservice responsibilities of IPL, and offers it the same level of attention it would receive
as a stand-alone entity.
Alliant uses a highly centralized organization structure for managing the functions and activities
required to provide utility service by IPL and WPL. Alliant does not operate particularly
substantial non-utility activities. It has reduced their size and the last large non-utility operation
(RMT) is for sale. The non-utility transportation business (principally rail and transfer
operations) will remain, but their size is not large and they have a significant relationship to IPL
solid-fuel transportation and to economic development in Iowa. In any event, both RMT and the
transportation businesses use operating personnel distinct from those who conduct utility
operations. They draw relatively small amounts of support from the service company. There is
no reason to believe that non-utility considerations have led to sub-optimization of the
centralized services organizations from the point of view of providing safe, reliable, and
economic utility service.
The overall Alliant and service company structures are essentially the same, and are aligned and
staffed as one would expect from a stand-alone utility. The level of utility services that Alliant
has centralized is comparatively high. However, Alliant serves in what corresponds to a fairly
small geographic area, in fact, not much more so than some stand-alone utilities we have seen.
The level of centralization at Alliant is consistent with the geographic nature of its three-state
utility operations and it is clear that utility needs drive the structure and staffing of the
organization.
7. The assignment of a senior Alliant officer as the lead executive for IPL is sound, but
optimizing the role of this position requires more resources for measuring the service
company. (Recommendation #2 from chapter addressing Affiliate Transactions)
A centralized approach to providing utility services in a holding company context promotes
efficiency. Care must be taken to ensure, however, that sufficient attention remain on the needs
and circumstances of each utility served. Service companies can become too dominant a force in
setting priorities and assigning resources. Such dominance can tilt the balance toward the
provider or “supply” side, as opposed to the recipient, or “demand” side. This imbalance can
cause a loss of some of the efficiencies that a common service approach offers. It can also tend to
encourage optimization across all recipients to become so strong as to ignore unique needs,
expectations, and requirements of particular recipients. It can also encourage the use of “pluses”
in operating or performance at one recipient to balance out “minuses” at another.
The tendency for such problems to arise grows substantially as the number of recipients and the
distance between them increases. Alliant’s operations are limited in both number and distance.
Nevertheless, the parent’s designation of separate senior officers to serve as lead executives for
its two utilities serves as a strong measure for ensuring that Iowa’s particular needs and
circumstances remain important in setting priorities, assigning resources, and monitoring
performance. All else equal, it would be preferable for the lead utility executives not to have
other, potentially competing responsibilities. It is important that their advocacy for their
particular utility of concern not affect the common responsibilities they exercise for both. The
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IPL lead executive has responsibility for common resource planning; the WPL lead manages
generation for both. It is also important that the utilities maintain arm’s-length relationships with
non-utility affiliates. The IPL lead also manages the non-utility transportation businesses, which
have business relationships with IPL.
A principal problem in preventing competing responsibilities (both in terms of time and
accountabilities) arises from the “size” of the job as lead executive responsible for operations in
a given state. With so much centralized at Alliant, there is little to manage on a day-to-day basis.
The principal need becomes engagement in planning, budgeting, and performance measurement.
That role certainly takes full-time attention. It does not, however, comprise the kind of
responsibility and accountability generally assigned to executives with significant visibility and
“clout.” The IPL lead also brings the benefit of many years of experience in the Iowa business
community. That experience gives him particularly strong links to Iowa stakeholders.
Nevertheless, it takes an executive with such attributes to prove effective when most needed.
Alliant’s approach addresses this last need. It does not, however, assign sufficient resources to
give the lead executive depth in planning, budgeting, and performance measurement support.
Under the current, top-level organization structure, it would not appear that Alliant can “size” the
position of lead state executive in a way that will bring to the position the clout that is important
for its successful execution. Restructuring centrally-provided functions could produce a
responsibility “critical mass” that would support the use of a senior executive, but only at the
expense of great and probably disruptive change in other functions.
We conclude that, given the small number and the geographic proximity of Alliant’s utility
operations that it has made a sound choice in its placement of lead executive responsibility for
Iowa utility operations. However, it should, as is discussed more fully under Conclusion #3 and
Recommendation #2 in the Affiliate Transactions chapter of this report, assign to the IPL lead
executive sufficient numbers of dedicated resources to support planning, budgeting, and
performance measurement. These resources should be sufficient to address each of the key
functions provided in support of IPL operations, and should operate under the direction of the
lead IPL executive.
8. Board members and senior executive management demonstrate a strong focus on utility
operations in Iowa.
Examination of board presentations and minutes, reviews of routine management reports, and
interviews with directors and senior executives demonstrate that utility operations form, as they
should, the dominant focus of attention. There is a strong level of consistency between strategic
plans, goals, and objectives and the areas on which interviewees focused in discussions about
their priorities, areas of current and future concern, and critical activities and initiatives. Board
members and executives demonstrated strong commonality of views and focus on these matters.
Similarly, we found that service-company management operates under a structure and with a
focus that responds to the needs of Iowa customers and the requirements and expectations of
state stakeholders.
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9. The reporting structure of the chief ethics and audit positions are as many companies
define them and are not inappropriate, but do not comport with our view of best
practices for utilities. (Recommendation #3)
At the start of our field work, Alliant combined the chief audit and chief ethics positions in a
position titled Director - Corporate Audit, Ethics and Compliance. This director reported to the
CFO administratively, and to the board of directors Audit Committee functionally. The Company
recently split the position. A Director – Internal Audits continues to report administratively to the
CFO, and substantively to the Audit Committee of the board of directors. Ethics responsibility
now lies in a new position (the Senior Counsel/Senior Manager, Compliance, reporting to the
General Counsel).
The reporting of these two positions has received significant attention in the literature. The
Institute of Internal Auditors (IIA) published its “GAIN Annual Benchmarking Study”© in
November 2009. The report identified leading practices identified through extensive surveying of
chief audit executives. It reported that 58 percent of respondents considered the company CEO to
comprise the optimal administrative reporting line, with 37 percent identifying the CFO (the
second most popular choice. Those choosing the CEO cited reasons that included providing
objective and independent access to top management and the power and prestige to perform their
roles. A 2011 report prepared specifically for Alliant showed a stronger preference for CEO
reporting by utilities (67 percent to 28 percent, but a smaller CEO reporting preference (24
percent to 55 percent) among public companies surveyed. The IIA’s own view of best practice
holds that, “[f]or day to day administrative purposes, the CAE should report to the most senior
executive (i.e., the chief executive officer [CEO]) of the organization.” The IIA, however, does
not consider this to be the only effective administrative reporting relationship. 2
Alliant noted that the location of the chief audit position under the CFO represents an accepted
alternative in the industry, but did not present a rationale that favors locating it there, rather than
under the CEO, which comprises the prevailing option, particularly in the utility industry. The
CEO, Audit Committee Chair, and lead director, however, did emphasize that CFO reporting is
only administrative, that all functional direction comes from board sources, and the board takes a
strong role in performance evaluation and compensation decisions for the incumbent. We found
the information we reviewed in board and committee minutes to support this view.
We believe that the prevailing practice of the utility industry would well serve IPL customer
interests. Particularly for utilities, it is critical to assure that there is no cross subsidization by
utility operations of non-utility operations and by one jurisdiction of another. Certainly, current
circumstances demonstrate a strongly diminishing non-utility focus by Alliant. However,
industry experience teaches that there have been many ebbs and flows of such focus over time.
Nothing prohibits a future change in the other direction. More importantly, Alliant does operate
in three state jurisdictions, making allocations among them a matter of importance, even should
potential misallocations not make a difference in Alliant’s bottom line. The Company operates
under an unusually consolidated financial structure, with finance, treasury, regulatory and audit

2

http://www.theiia.org/theiia/about-the-profession/internal-audit-faqs/?i=1081
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functions all residing under the CFO. This senior executive also has responsibility for IT. This
makes the CFO responsible for a particularly great portion of the activities in which Internal
Audit will be engaging.
This breadth of responsibility supports the use of what is, even under other circumstances, the
preferred industry approach. We view the regulatory function as a natural counterbalance to the
financial one, generally making separation of it from the financial function appropriate. That lack
of separation here gives further importance to Internal Audit’s reporting. Alliant can make it
work in the fashion that it uses, but we consider reporting of Internal Audit to the CEO a much
preferred approach.
The separation of responsibility for leading ethics and internal audit functions has also received
significant attention. The chief ethics and compliance role is a fairly new one. It continues to
generate debate about how high up in the organization the position should reside, and,
particularly, to whom it should report. The Rand Center for Corporate Ethics and Governance,
for example conducted a major conference in 2009 addressing the current state of corporate
ethics and compliance initiatives. It reported broad agreement on the notion that chief ethics and
compliance officers “have a very different role and perspective in their companies from that of
chief counsel.” Rand also reported that one of the factors underlying the positions success is its
independence from the legal department.
A number of articles address the potential conflicts when the ethics position is not separated
from the general counsel’s organization. See for example:
• http://www.cmswire.com/cms/information-management/grc-the-evolution-chief-ethicsand-compliance-officer-role-011557.php
• http://www.europeanbusinessreview.com/?p=3633
• http://compliance.saiglobal.com/viewpoint/2011/02/factors-to-consider-in-compliancereporting-structures/
We believe separation of the chief ethics official from the legal organization and placement at a
high level are important for utility holding companies. Such entities have responsibility for
exercising important public service responsibilities. Assuring effective execution of those
responsibilities should be supported by measures for promoting and ensuring a culture and a set
of supporting programs and activities that maximize the ability for concerns related to service
and costs to be mitigated, and, where not avoided, to be addressed fully. Separating the ethics
and compliance position from the general counsel’s organization will remove actual and apparent
conflicts and it will maximize effectiveness in preventing, mitigating, responding to ethics and
conflicts situations. We recognize that separation of the roles is not universal, but there is at
present a roughly 50/50 split between those who do provide for it.
10. The board and senior executive management have made strategic planning and
succession planning a priority.
Faced with major uncertainties about the future of its supply portfolio, senior executive
management initiated an extensive rebaselining of strategic plans in 2010. The Planning chapter
of this report describes the nature of the processes, as well as some particular concerns about
how it was carried out and what tentative conclusions it reached. The deep engagement of the
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board in the 2010 effort comprised a notable strength of the process. That engagement has
continued as senior executive management continued to evaluate goals and objectives and
strategic options for meeting them as 2011 progressed.
Not all companies we have audited include strong board engagement, but doing so clearly
comprises best practice, particularly where bundled utility service remains the norm. In such
cases, an energy delivery utility remains the most critical link in dealing with supply (and
demand as well) planning in an increasingly risky environment. The Alliant board members not
only engaged substantially, but did so at the time when management was still considering draft
strategy formation. This engagement took the Alliant board well beyond plan approval, and
made the members active participants in plan formation.
Interviews with the board members and with senior executives demonstrated a notable
knowledge of the plan’s key contents, the key factors whose volatility and uncertainty require it
to be evaluated continuously for sustained relevance and propriety, and what key alternatives are
available for meeting needs as now planned and as subject to a range of changes in
circumstances as the immediate future unfolds.
The Alliant board, supported by a strong effort under the direction of Alliant’s Vice PresidentHuman Resources, has also made succession planning a strong focus of attention. Perhaps the
most visible example is the very recent and well-managed CEO transition. Our review of board
documentation and interviews with directors and the now-retired CEO demonstrated a very
carefully planned and deliberately executed transition that occurred over an extended period. The
board actively monitored progress as the transition took place. We had very limited time to
observe management under new top leadership, but the data we do have signals strong
effectiveness.
Alliant has extended the focus on succession planning down to executive levels and to the top
management levels as well. This effort has generated a structured approach to identifying key
leadership and operational skills, particularly critical positions, and multiple sources of
successors. It focuses on development needs particular to individual positions and possible
successors. It also supports more general development paths for those demonstrating leadership
and advancement potential, even when not tied directly to a particular future position or role.
We did not find Alliant’s approach to break new ground or to use techniques we have not seen at
other places. What made it particularly notable in our view was the depth and
comprehensiveness to which management (under the technical lead of Human Resources) has
been applying it so far, and appears committed to continue applying it. We would expect Alliant
to agree that ultimate success in succession planning is subject to the many human contingencies
that affect departures. However, to the extent that sound identification of needs, gaps, and
alternatives can mitigate the impacts of those departures, Alliant has begun and remains on a
course.
11. Intercompany Operating Procedures and Communications are sound and effective.
Communications at the board and senior executive levels comprise a strength of Alliant’s
operations as they affect IPL. There exist regular and frequent forums for formal
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communications and vehicles for informal communications between IPL and AECS and Alliant
leadership. The integration of utility lead executives with senior Alliant executive management
helps to assure that individual utility needs remain a focus for service company leadership. The
use of a series of committees under the ER&RC serves to concentrate attention of the executive
group on key cost- and service-affecting activities in a structured manner.
We found that board and senior executive management focus sufficiently on the conditions,
needs, activities, issues, and other factors associated with Iowa utility needs. Moreover, clear
procedures exist for consideration of Iowa utility needs in the formation of plans and budgets at
the IPL, AECS, and Alliant levels.
12. The organization of regulatory affairs takes advantage of synergies, while keeping a
strong focus on Iowa-specific matters.
Alliant operates a centralized regulatory affairs function reporting to the Vice President –
Regulatory and Financial Planning. His role combines a fairly typical financial planning role
with that of the lead regulatory officer for Alliant’s utilities. This officer reports to the CFO.
Separate Regulatory Affairs Directors for IPL and WPL report to the Alliant Vice President –
Regulatory and Financial Planning. The IPL incumbent works closely with the Alliant senior
executive serving as IPL’s senior executive. Three positions report to the IPL Director; his WPL
counterpart has two. Two finance directors and their staffs support financial and regulatory
analysis for Alliant and the utility companies.
The group makes very little use of outside resources (apart from rate proceedings, where costs
are accounted for separately and reviewed for reasonableness. The predominant source of outside
expenditure is for regulatory authority assessments.
13. Alliant’s other external relations groups operate with moderate resource levels, typical
of a company of Alliant’s configuration and size.
Government relations fall under a Director – Public and Community Affairs. Alliant has a
manager dedicated to federal matters, one for Iowa, and one combined for Wisconsin and
Minnesota. Community Affairs has responsibility for the Alliant Foundation and for managing
local donations and group interaction. Resources for these functions are moderate in comparison
to what we have seen at similar companies. Moreover, all costs for public and community affairs
are below the line.
Investor Relations operates under a single person, the Manager - Investor Relations. The group
resides under the CFO. Communications functions reside under the Vice President – Human
Resources.
A Director – Strategy and Communications has two positions: (a) Manager – Corporate
Communications and (b) Manager – Employee and Electronic Communications. The director has
essentially organized her functions under two teams. One addresses employee communications
and manages web and internet matters. The others handle media matters and the promotion of
energy efficiency, which IPL handles internally. The combined staff of 11 handles
communications matters in all three states. Outside resource use is comparatively small (roughly
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$200,000 annually on a normal basis, with the higher, $400,000 level in 2011 arising from some
special projects).
Overall, these functions are typical in nature and resource consumption for utilities like IPL.
14. ITC-Midwest has significantly exceeded its planned capital investments; the rate
consequences of those expenditures must continue to be a high priority for IPL.
(Recommendation #4)
ITC-Midwest committed to two major transmission projects that would reduce congestion: (a)
rebuild the Arnold-Vinton-Dysart-Washburn 161 kV line by 2009, and (b) construct the SalemHazelton 345 kV line either by the end of 2011 or within three years of MISO approval. ITCMidwest completed the Arnold 161 kV line on schedule. The Salem-Hazelton line has received
IUB franchise approval, construction has commenced, and completion is scheduled for May,
2013. ITC-Midwest also committed to spend $250 million on other system upgrades to reduce
congestion and open access to more renewable resources. ITC- Midwest has invested over $529
million to date, or nearly double its original commitment. Capital costs have been a significant
contributor to transmission costs increases.
IPL’s reasons cited in support of the sale included the belief that ITC-Midwest was a strong
operator whose sole focus on transmission would prove beneficial. We discussed with IPL its
views of ITC-Midwest performance in improving transmission-system operational performance.
IPL cited a number of factors, many of them associated with the substantial investments ITCMidwest has made and that it plans:
• Considerable progress in upgrading the IPL transmission network. In summary:
o 19 new substations
o 26 major substation upgrades and expansions
o 26 miles of new transmission lines
o 230 mile of rebuilt conductors
o 4 new and 3 replaced major transformers
• Over $1 billion has been invested in infrastructure improvements and enhancements:
o 2008 - $156.5 million
o 2009 - $140.1 million
o 2010 - $232.5 million
o 2011 - $266.2 million
o 2012 - $277.6 million (projected)
IPL cited reductions in the number of outages:
• Sustained outages declined from about 900 in 2008 to less than 200 in 2011
• Momentary outage events declined from about 900 in 2008 to about 675 in 2011
• Note, however, that 2010 experienced an exceptional number of outages caused by
thunderstorms and ice storms.
The Company also observed that outage recovery rates have improved during this period. 71
percent of transmission related outages were recovered within 90 minutes, compared with less
than 60 percent earlier.
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15. IPL has taken a reasonable role to date in addressing transmission service and cost
issues following the ITC-Midwest sale, but faces the need for developing a clear strategy
and plans in concert with other stakeholders, particularly as the limits of the sale
agreement approach their end. (Recommendation #4)
IPL has taken actions to assess and address the impact that ITC-Midwest’s transmission-system
stewardship has on costs, reliability and access to competitive electric markets. We viewed IPL
as transitioning into a role that takes on greater responsibility in assuring that ITC-Midwest
meets or exceeds the objectives originally envisioned in the documents supporting the
transaction. The Iowa Consumers Coalition commented on IPL efforts after the December 2011
Stakeholder’s meeting. The coalition suggested areas for improvement, but noted improvement
in the semi-annual report and efforts made by IPL to improve coordination of outages with large
customers. IPL summarizes as follows the feedback it has received from stakeholders:
• Providing IPL’s analyses of ITC projects reviewed in making decisions on regulatory
actions
• Working with ITC to obtain information on ITC’s outage review process
• Describing steps IPL might take in regulatory venues if alignment with ITC is not
achieved
• Gaining information about the MISO planning process and cost benefit analysis
supporting major expenditures
• Gaining IPL commitment to performing detailed analysis of the components of the ITC
formula rate annually when it is updated
• Gaining IPL commitment to performing detailed analysis of projects in the MTEP and
MVP portfolios
• Gaining IPL commitment to perform multi-year forecasts of ITC’s rates and MISO
charges
• Getting more information from on IPL actions to manage cost of ITC in MISO projects
• Getting more information on long-term reliability trends resulting from ITC work.
IPL’s work with the stakeholder group has so far focused on providing information and taking
comments. We believe that the need going forward is to move to a more structured process of
devising plans and approaches in concert with the group. We believe that IPL should continue to
take the lead in efforts to address transmission service and cost issues. It is important that the
Company work as closely as possible with the group in determining clear and measurable plans
and resource commitments.
16. The 34.5 kV to 69 kV upgrade by ITC-Midwest has progressed as scheduled.
The upgrade to 69 kV has progressed according to anticipated schedule. Some 51 miles of 34.5
kV networks had been upgraded to 69 kV by end of 2011. Current plans call for over 540 miles
of upgrades, 197 miles of retirements, and 372 miles of conversion by end of 2015.
17. IPL has not conducted an analysis of the degree to which transmission losses have
declined as the 34 kV network has been upgraded to 69 kV.
IPL has not studied the extent to which transmission losses have declined as a result of network
upgrades. IPL notes that ITC-Midwest’s intent on upgrading or converting the entire 34.5 kV
network to 69 kV was not an issue negotiated by IPL, but rather a “last minute” commitment
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made by ITC Holding’s Chief Executive Officer. IPL recognizes the line-loss reductions
associated with this upgrade, but has never performed a line loss study to actually determine
what impact this commitment will make on its retail rates. T&D losses typically range between
4 and 6 percent, depending upon mix of high and low voltage networks. Upgrading the entire
34.5 kV network could have a significant impact on expenses, which could produce lower rates.
A 1 percent reduction in losses, for example, would save approximately $14 million per year. 3
18. MISO congestion should be relieved; however, IPL has performed no specific analysis
of the benefits obtained.
IPL cites two studies that support the expectation that congestion-related costs will decline. The
first, 2008 study came as part of the 2008 MISO transmission expansion planning process
(MTEP08). It found that the proposed Salem-Hazelton Project would save over $787 million
(NPV 2008$) over the first eleven years of operation compared to an initial investment cost of
$153 million. Another, Eastern Iowa Study report conducted during the IUB approval process
projected annual savings of about $108 million were reported.
The Company also considers the load zone LMP price to offer a measure of congestion. The next
table shows the annual average prices for Day Ahead, Real Time and LMP Total for the 2007
through 2010 period. IPL acknowledges that a number of factors account for the decline in 2009.
It offered no further correlation between these locational clearing prices and transmission
congestion.
Year Day Ahead Real Time LMP Total
2007
$48.14
$47.28
$47.71
2008
$49.99
$48.62
$49.30
2009
$28.28
$27.49
$27.88
2010
$33.49
$32.31
$32.90
19. Other claimed benefits of the ITC-Midwest sale appear generally to have occurred.
The magnitude of newly installed “green” generation has appeared to have met the targets
claimed by IPL. IPL has invested nearly $500 million in the 200 MW Whispering Willow Wind
Farm which went into service on December 31, 2009. ITC-Midwest has interconnected some
2,132 MW of wind generation since 2008, with an additional 520 MW expected by end of 2012.
There are also 35 wind projects totaling 5,900 MW under study in Iowa and 26 wind projects
totaling 2,320 MW in Minnesota.
The projected economic development benefits appear likely to have occurred to a substantial
level; however, IPL has not performed ongoing analysis to validate their occurrence. Since the
sale of its transmission assets to ITC-Midwest, IPL has invested over $1.2 billion in capital
improvements that include environmental enhancements, renewable resources (e.g., 200 MW of
wind generation) and other capital projects. In addition, ITC-Midwest has invested nearly $530

3

Based on 15,283,482 MWH sales and average rates of $.09/kwh as obtained from IPL’s 2010 FERC Form 1
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million in transmission system enhancements. In total, some $2 billion has been or will be
invested in Iowa. A “ballpark” economic multiplier of 2.0 would suggest direct and indirect
economic impacts exceeding $4 billion. This rough estimate falls within the order of magnitude
forecasted by the analysis that IPL supported in proceedings involving the ITC sale.
20. IPL continues to be a participant of the MISO and has demonstrated its commitment to
support a wholesale competitive market that will benefit its core retail customers.
Our examination of IPL engagement in wholesale market development issues disclosed
engagement by IPL. The Company has been willing to oppose positions taken by ITC-Midwest
at the MISO when they fail to meet the criteria that costs should not exceed benefits. For
example, IPL opposed in a MISO MVP proceeding the Lakefield Junction - Mitchell County 345
kV line that ITC-Midwest had proposed to be designed at 765 kV standards for future upgrade
because it would not benefit its customers based on either need or added costs.
IPL staff continues to participate in a range of MISO stakeholder meetings and continues to
review any transmission projects submitted to the MISO Transmission Expansion Plan (MTEP).
Finally, IPL is required to report its MISO activities to the IUB in its semi-annual transmission
report.

D. Recommendations
1. Establish a board committee focused on infrastructure needs and requirements to
better ensure effective planning and execution of IPL’s very large capital program over
the coming years; support its operation with a performance metrics system
emphasizing “input” versus “output” measures. (Conclusions #3 and #4)
The board does employ a Capital Approval Committee, but its recent functioning has focused on
securing the rapid reviews and approvals required when an affiliate (e.g., RMT) engages in
bidding to win third-party competitive solicitations for major projects, such as wind generation.
The committee does not address planning and execution of IPL’s capital program. Chapter Three
of this report (Planning) discusses the size and complexity of that program as it concerns supply
resources. Execution of supply plans as now planned will double rate base as soon as 2017. The
portions of report Chapter Five, Construction Program Planning, (Section D. - System Planning
and Section E. - Capital Budgeting) raised concerns about future attention to the distribution
system.
The large size of the commitment to supply projects and concerns about focus on the distribution
system warrant enhanced oversight by the board to ensure that plans for future expenditures
properly balance supply and delivery components. The very rapid increase in transmission costs
(driven in significant part by very large investments since the ITC-Midwest sale) adds a further
concern with respect to assuring adequate and reliable service, while continuing to moderate
resulting cost impacts.
It is important for executive management to develop a performance reporting structure that
focuses on input measures, and that it find an appropriate way for the board to exercise its
oversight responsibilities in ways that can use that information without becoming too enmeshed
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in detail. We believe that best practice applies a tiered approach, beginning with the use of
detailed measures at the lowest levels to plan, budget, and measure progress in completing work.
Measures such as numbers of circuits and manholes inspected and backlogged, number and types
of items discovered and repaired, costs of vegetation per linear unit of different types of habitat,
unit costs of narrow, detailed work units, leak performance changes after various methods of
response, overtime by region and by work types, contractor versus employee costs by detailed
work type, seasonal variations in productivity, productivity as a function of training and
experience levels all help to inform the development of meaningful plans and measurement of
performance against them.
Rolling up detailed measures as one moves upward through the management chain should
produce appropriately summarized levels of data that allow senior executive management, and in
turn the board to verify important qualities in results, such as:
• Whether problems in meeting estimates results from estimate weakness, poor
performance, or insufficient resources applied
• Whether success in meeting O&M budgets results from solid productivity or deferral of
work
• Whether a fairly constant year-over-year level of O&M expenditures is masking steady
reduction in work amounts performed
• Whether redirections between capital and maintenance programs are having intended
effects
• Whether increases in overtime or contractor use have been driven by exogenous
circumstances (e.g., bad weather or critical schedule advancements), by poor
performance, or by lack of adequate knowledge about unit rates.
These are only some of many examples, which have in common the ability to let executive
management and the board more effectively target and balance expenditures to optimize their
effectiveness over suitably defined future time frames.
Keeping the board sufficiently engaged while not bogging down in the details suggests the
creation of a separate committee, or expansion of the role of the Capital Approval Committee.
The focus of this new or expanded committee needs to combine in a meaningful way
infrastructure planning, budgeting, and operating performance perspectives, in order to provide
the full board with deeper and more useful ways to accomplish its goal of keeping rates
affordable in an era when supply costs are expected to be vast while network performance is
already showing signs of concern.
Even absent those signs, we would be inclined to suggest the development of this source of
expertise on the board. We see across the country the signs of weakening critical infrastructure
and observations and predictions from expert observers that utility distribution systems across
the country are approaching crisis proportions. All this has happened in an era when bottom-line
financial performance seems ever more to trump old-line, conservative, operations-focused
considerations about the care and feeding of the network. We do not see a system on the verge of
collapse at IPL. Nor do we see a management inattentive to the condition of that network. We do
however, observe that Alliant has made decisions about where and what to invest without what
we consider to be a sufficiently analytical, detailed set of metrics for guiding those decisions and
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for closely and continuously examining their effectiveness. The Company’s reasonable level of
consistency with peers helps make that approach understandable. The more significant point,
however, is that it will become less comforting as the future unfolds in what will at best prove a
very dynamic environment as IPL moves through the major supply challenges it faces in the near
term.
2. Conduct at least six in-person board meetings each year as a general rule, with a
minimum of two more in any form and with those two focused on more routine matters.
(Conclusion #5)
This approach will permit more in-depth oversight and engagement on utility-related matters
expected to be of primary importance in the next five years or so. It will also allow more subjectmatter differentiation in meetings, in particular supporting periodic focus on performance metrics
generally, and on network performance more specifically.
3. Recombine the chief audit and ethics and compliance positions and make the position a
direct report to the CEO. (Conclusion #9)
The positions were combined until recently. Recombining them and making the reporting change
will conform to best practice, and, at least in the case of the chief audit position, with strongly
prevailing practice in the industry.
4. Establish a structured program for addressing future ITC-Midwest service and costs.
(Conclusion #14 and 15)
The sale to ITC-Midwest brought expectations of significant additional capital investments. ITCMidwest has substantially exceeded them. It will remain important for IPL to remain as closely
engaged as it can in planning new investments and in addressing their rate consequences before
the FERC. Having transferred responsibility for transmission planning and construction program
planning for some years, it is natural for IPL to continue to lose direct, high-level responsibility
for such matters.
Certainly, the Company does not need the level of resources that it dedicated to these
transmission matters when it was the executing organization. However, the size of ITCMidwest’s capital program makes it important to retain a core group that has sufficient expertise
and numbers to stay abreast of and critically evaluate what ITC-Midwest plans and builds. The
challenge to provide such capability economically can be significant. IPL will need to continue
its active role in engaging ITC-Midwest and MISO both formally and informally. Such a group
is also important in examining continuing operating performance and costs.
We believe that the Company should propose a specific plan of engagement (goals and
objectives, risks and opportunities, strategies and tactics) and use it to define and provide a basis
for securing and assuring the resources it will take to make that engagement an informed and
“persistent” one. This plan should undergo review with the stakeholder committee, both to
secure its input and to demonstrate further the goal of transparency that we believe forms part of
IPL’s commitment to the group and to the IUB.
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We view the relationship between IPL and the stakeholder group as advancing, now reaching the
stage where information sharing should turn more to consensus building on the long-term plan
for assuring that transmission service and costs remain reasonable. Some of the suggestions
recently placed on the table by stakeholders appear to invite dialogue not just on the merits of
principal service, capital cost, and O&M issues, but on how best to address them in a forum (the
FERC) that operates differently and may apply different values in regulating ITC-Midwest. We
would expect that there will remain differences of outlook on some issues, no matter what level
of dialogue and concession take place. We also understand that it may prove particularly difficult
to address issues that can have repercussions for IPL in state proceedings (e.g., returns and
depreciation).
Nevertheless, we believe it is correct for the IUB and for the stakeholders to expect IPL to
champion retail customer interests in Washington. It will be necessary therefore to find a way to
maximize group effectiveness in doing so. It should not be particularly difficult to identify those
issues where there is full consensus and those where there is not. Focusing on the former should
be the focus of planning and resource establishment and maintenance by IPL. We do not see how
that can happen in the absence of a concentrated effort to sort out the two. It would appear that
not doing so will have the tendency to make the stakeholder meetings become more a
continuation of reporting and discussion, as opposed to concerted planning and action at a group
level.
We close by observing again that we do believe that IPL has, under the circumstances, been
reasonably active in addressing ITC-Midwest service and cost issues. The end of limitations on
what IPL can challenge, the significant cost increases that Iowa customers have experienced
under ITC-Midwest’s stewardship, and the belief (correct in our view) that the principal onus
should remain on IPL, however, call for making the stakeholder process a more dynamic one.
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III. Planning
A. Background
This chapter addresses IPL’s planning. It focuses on the strategic planning process and its
linkage with medium-term plans to annual budgeting. Its process and strategic focus means that
the work discussed here does not address specifically the results of budgeting in the functional
areas we examined, such as Energy Delivery, for example. To the extent that we found reason to
commend or to be critical of the results of the budgeting process in those functional areas, the
Finance and Budgeting chapter discussing those areas identifies and explains such strengths and
weaknesses.
Effective planning assures that all segments of an organization agree on and commit to the
overarching mission, goals and objectives, and the means to achieve them. Planning provides a
framework for individuals and work units to formulate the action plans and resources needed to
support the overarching objectives.
States where bundled service remains the model continue to require decisions that have long
been among the industry’s most critical; i.e., “buy or build” choices for electric resource
requirements. Planning for these decisions must fully consider all implications of various supply
resource options over the long term. Such implications include resource pricing and duration,
fuel source, transmission, availability, and financial and credit implications of owning versus
contracting for power resources. An especially important consideration arises from the need to
continually analyze and evaluate the regional electric market -- in this case MISO. This
consideration becomes especially important when excess capacity exists, as currently holds true
for the MISO region. Purchased power contracts of varying durations must undergo full
evaluation as electric-resource options for comparison with building new electric resources.
Credit-rating agencies consider the fixed capacity payments related to some contracts as “debt
equivalent” instruments, making it important to assess the resulting financial implications as part
of an integrated planning process.
Important considerations for reviewing the planning for any organization include the quality of
strategic plan development and delineation. Optimal strategic plans apply well founded, longterm goals and objectives and serve as reasonable extensions of the mission, vision, and financial
targeting for the organization. Effective planning also needs to consider how key financial and
human resources are assigned and their sufficiency to support the goals and objectives.
Infrastructure and strategic projects required by the utility businesses must result from structured
and timely planning, which includes arrangements for efficient funding and other resource
requirements.
IPL’s capital expenditure program requires capital investments for new electric resources and
distribution infrastructure. It also must provide for sufficient (on both long- and short-term bases)
maintenance capital for existing power plants and electric and gas distribution systems. It takes
considerable capital investment to meet future system resource requirements and to ensure the
reliability and effectiveness of the delivery system. The Company must plan for capital spending
of hundreds of millions of dollars annually, and maintain ready and economical access to debt
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and equity capital markets when capital spending (as has been a norm in utility business) exceeds
internally generated funds. Strategic capital projects have thus traditionally comprised a principal
driver of utility strategic plans.
The strategic plan should strongly link to shorter-term planning and budgeting in a manner that
produces for IPL sufficient resources to meet requirements for electric and gas resources and
distribution systems. The linkage of strategic planning to annual budgeting should be welldefined and executed by the IPL executives and Board of Directors, and well understood by all
employees involved in the planning processes.

B. Findings
1. Strategic Planning – Mission, Goals and Objectives
The Strategic Planning Committee (“SPC”) performed a review of the Alliant corporate mission,
values and strategy in late 2009 and early 2010. The mission, values and strategy that resulted
begins with Alliant’s “focus on customers.” As a result of that review and discussion, the
Company updated its mission to state that:
We deliver the energy and exceptional service that our customers and communities count on –
safely, efficiently and responsibly.
Alliant also established a new statement of values:
• Safety: Our first priority is that nobody gets hurt.
• Integrity: We keep our promises and adhere to the highest ethical standards.
• Respect: We treat people with respect and strive to create a workplace where
people of diverse backgrounds, talents and perspectives feel like they belong.
• Service: We commit time and resources to help to make our communities better
places to live and work.
• Responsibility: We are diligent in using resources wisely – caring for the
environment, exercising financial discipline, and developing our employee.
The Company believes that its mission, values and strategic plan set the foundation for the
commitment to provide customers and communities with safe, efficient and reliable energy.
Alliant further defined the foundation for its success and the three key elements of the strategic
plan:
The foundation of Alliant Energy’s Strategic Plan (Plan) is focused on our core business of
delivering regulated electric and natural gas service in our Iowa, Wisconsin and Minnesota
service territories. Our Plan seeks to strengthen our existing business model by outlining key
areas of focus and lays the groundwork for our successful future. Our successful future and that
of our customers, communities, shareowners and employees is one and the same.
The Alliant Energy Strategic Plan is built upon three key elements:
• Competitive costs - Providing competitive and predictable costs for our
customers is a key element of our Strategic Plan. We know that all of our costs
become part of our customers’ energy bill, and any rate increase has an
impact on those customers. We also understand that customers view our costs
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in comparison to other regulated, investor-owned utilities within our
operating states, the Midwest and nationally. So it is important that we
compare favorably.
• Reliable service - Our customers have consistently told us that reliability is
the most important aspect of the energy we provide. This is true for all
customers – from our small, residential customers to our large, industrial
customers. We are responding to our customers’ needs by focusing our
resources on continuing to provide highly reliable electricity, natural gas and
customer service.
• Balanced generation - Our strategy going forward is to provide a balanced
generation portfolio to reduce costs for our customers and remain flexible for
the future. We will:
 Balance generation ownership with customer energy needs.
 Balance the type of fuels used to produce electricity for our customers – coal,
gas, nuclear, renewable resources, etc.
 Efficiently operate our units.
 Aggressively manage our fuel costs.
 Maintain flexibility to react to future environmental requirements.
The Company grounds its balanced and flexible generation portfolio strategy on the premise that
it will provide both customers and Alliant with long-term advantages. The strategy recognizes
that demand exceeds Company-owned supply resources, which were providing about 60 percent
of required energy. The strategy concludes that exposures to fluctuations in energy costs (with
energy comprising half of customer bills) will be reduced “As we own more of our generating
resources.”
These key strategic elements have driven the development of Alliant’s strategic plans and the
delineation of those plans into actions, decisions and tactical planning by IPL, particularly with
respect to planning future electric supply resources.
Alliant’s executive management also sets financial goals and objectives, which, after discussion
with and approval by the Board of Directors form part of the strategic plan. These financial
metrics guide the levels of strategic capital expenditures and operating expense levels that
support achievement of earnings and credit targets, while striving to meet the other goal of
keeping rates at acceptable levels. These strategic financial metrics and the anticipated levels of
capital expenditures and operating expenses drive Alliant’s financial planning, which the
Company expresses in long-term financial forecast and financial results formats. The financial
metrics changed slightly between the 2010 and 2011 strategic plans to become:
• Growing earnings per share 5 to 7 percent annually
• Keeping customer rate impacts in the 2 to 4 percent compound growth rate range, with no
double-digit rate increases in any given year or rate case
• Earning utility authorized returns on equity each year
• Maintain investment grade credit ratings.
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2. Strategy Development Processes and 2010 Strategic Plan
Alliant began a major strategic planning process in late 2009. It culminated in a definitive plan
approved by the Board of Directors in August 2010. The Board would approve a strategic plan
update in July 2011, and anticipates completion of a 2012 update in the summer of 2012. The
process that began in 2009 represented a different and improved format for Alliant, in terms of
planning process and results.
Alliant began the 2009 comprehensive strategy review by engaging an outside consultant to
assist. A major first exercise came in the form of an evaluation of “extreme scenarios” of utility
operations. The exercise posited as two potential electric industry futures:
• Central station generation continues to dominate the electric industry
• Distributed generation and Smart Grid become primary components.
The exercise did not seek a definitive view of the industry’s future, but rather “bookended” the
possible future environment in order to promote identification and assessment of a wide range of
scenarios and options. Alliant then proceeded to develop a revised strategic plan with the
assistance of the consultant. Three teams had responsibility for strategy issue development and
analysis: energy supply/generation, distribution, and customer rates and regulatory. The first step
for each team consisted of a thorough analysis of Alliant’s current state, which included
benchmarking of various key elements in each subject area. In parallel, the SPC began a review
of the corporate mission and values (the previous section of this chapter discusses the results).
With the mission, values and “foundation key elements” in place, the focus turned to
constructing an Alliant strategy. Strategy issue formation, analysis and resulting discussions
occurred within the three teams, with the SPC and Board of Directors updating and contributing.
The teams made presentations to the SPC, showing progress and including benchmarking related
to their specific areas of responsibility. The Board of Directors began to become more deeply
involved at an April 2010 strategy meeting, focusing on discussion of the preliminary results
from the three strategy teams.
The customer and rates strategy team emphasized that the current regulatory model means that
utilities earn on rate base, but not on or related to other costs or initiatives. The team projected a
2012 rate base mix of 50 percent distribution, 30 percent wind and gas generation, and 20
percent in coal generation. The team observed the lack of return potential on large nuclear power
and other purchase contracts. Coal-based energy produced most (around 60 percent) of sales, but
provided a disproportionately small proportion of Alliant returns, given the age and depreciated
rate base value of the generating units.
This work produced a comprehensive list of “key takeaways” for coming examination and
analysis:
• Customer overview: What is important to residential and industrial customers?
• Customer rates and elasticity of demand:
o How do rates compare to peer and neighboring utilities?
o What has electric elasticity of demand been and could it be different going forward?
(A price elasticity study from an outside consultant was provided.)
o How does rate design work and can it affect our strategy?
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Electric distribution:
o How does the distribution business compare with peers?
o What level of customer service and reliability is appropriate?
o How to address top IPL distribution priorities (replacement of aging infrastructure,
lightning protection, vegetation control and the aging work force).
o What are the Smart Grid alternatives?
Generation:
o Is investment appropriate to alter the short energy position?
o What are the real alternatives to supply portfolio evolution?
o What if nuclear generation is unavailable (build or own combined cycle gas,
purchase existing coal plant, mid-term market energy purchase plus new base load
coal, long-term market energy purchase)?
Overall: What are the implications for future spending and earnings?

Following the June 2010 feedback from the Board of Directors and additional internal
discussions, the SPC, project coordinators and the functional teams took over the process from
the outside consultant, and drafted the strategy and high-level key initiatives. Management
presented the results to the Board of Directors on June 28, 2010. Prior to a Board of Directors
strategic planning retreat in early August 2010, the Company focused on refining the plan
initiatives and a related 10-year financial plan that would support the execution of the strategy.
The new mission, values and key strategic elements were also rolled out to the Alliant employees
in August 2010.
The following Company slide summarizes the high-level messages and strategic plan initiatives
that were approved by the Board in August 2010:

September 27, 2012

Page III-5
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Planning

Management and Operations Audit of
Interstate Power and Light

Chart is Confidential

September 27, 2012

Page III-6
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Planning

Management and Operations Audit of
Interstate Power and Light

Chart is Confidential

September 27, 2012

Page III-7
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Planning

Management and Operations Audit of
Interstate Power and Light

A related “Financial Perspective” provided the financial results, the capital expenditure
programs, and various sensitivity analyses that were included in the 2010 strategic plan and
presented to the Board. The financial perspective showed that the plan would allow Alliant and
the utilities to:
• Meet long-term financial targets (over the 2011-2020 plan horizon) for earnings growth
• Earn authorized utility returns on equity
• Achieve credit metrics that would maintain investment grade credit.
The 2010 strategic plan followed extensive analysis of various sensitivities in assumptions and
variables. Examples include financial parameters and regulatory treatments, scaling back Tier 1
unit environmental investments, and including/excluding key new electric resources. These
resources included a renewed purchased power contract with the Duane Arnold nuclear plant ''''''''
''''''''''''''''''''''''' '''''''''''''''''''''''''' ''''''''''''''''''' ''''' '''''''''''''''''' '''''''''' '''''''''''''''' ''''''''''''''' '' '''''''''''' ''''''''''''''''.
The following chart shows the 2010 plan’s projected 2011-2012 IPL capital expenditures, along
with the resulting, forecasted retail rate impact. Alliant used versions of the IPL integrated
resource plan to derive the capital expenditures and electric resource plans. The following
subsection of this report, Electric Resource Plan, discusses these resource plans. IPL did not
finalize an integrated resource plan until later in 2010.
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Planned 2011-2012 IPL Capital Expenditures
Chart is Confidential

IPL Retail Customer Impact per kWh
Chart is Confidential

Following the approval of the 2010 strategic plan, the strategy process has continued on an
ongoing basis. Monthly SPC meetings discuss specific strategy development or strategy
execution items. The Board of Directors receives updates on key activities throughout the year.
The Board remains engaged in strategy discussions during regular Board of Directors meetings
and at its annual, mid-year planning retreat. At that time, the Board focuses on strategy-related
topics and reviews a completely updated and detailed strategic plan.

3. Electric Resource Strategy – 2010 and 2011
a. Approach
Alliant uses its Electric Generation Expansion Analysis System (“EGEAS”) to analyze its
integrated resource plan (“IRP”). EGEAS consists of a modular production costing and
generation expansion software package developed under EPRI sponsorship for use by utility
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planners to develop and evaluate integrated resource plans. The system also includes modules
that accommodate demand side management options, and facilitate the development of
environmental compliance plans. EGEAS contains capacity analysis options that range from
preliminary analysis tools based on screening curves to a sophisticated nonlinear optimization
using dynamic programming algorithms. EGEAS may be used to screen resource portfolios
requiring a more detailed analysis of the volatile fuel and construction costs. The EGEAS model
determines a very long-term strategic plan for electric resources that optimizes portfolios of
resource options based on the criteria of lowest total cost, measured by present value of revenue
requirements. EGEAS supports the formation of IPL integrated resource plans that include
existing generating assets and potential new electric resource options. The resource plan selected
with support from EGEAS analysis becomes a primary input to the strategic planning process.
Alliant has worked over the past two years to classify its existing coal-fired generating resources
into three tiers. This structure supports baseline and continuing evaluation of the future of each
generating unit in a structured manner. The first (Tier 1) group includes the largest and most
efficient coal plants. Overall, these units have comparatively larger size and higher efficiency
and heat rates, thus giving them production cost advantages. IPL’s Tier 1 units include the
Ottumwa generating station, and Lansing 4, as well as the Mid-American operated Neal 3, Neal
4, and Louisa. The Company has analyzed environmental and efficiency upgrades. This analysis
has determined that these Tier 1 units will continue to remain economically viable with new
environmental improvements to meet increased requirements. The analysis included three
environmental improvement alternatives: selective catalytic reduction (SCR), scrubbers, and bag
houses.
IPL owns four generating stations classified into the second (Tier 2) group. These medium-sized
units range from 80 MW to 200 MW. They also have mid-range efficiencies and heat rates. This
group consists of units that may but not necessarily will remain economic after environmental
improvements. The third (Tier 3) group comprises smaller units generally in the 20 to 40 MW
range in capacity and an age of 60 years or so. The Tier 3 classification reflects a conclusion that
a unit clearly will not remain economic in the future. Most in fact do not operate at present. IPL
assumed them to be retired at the end of 2015 for planning purposes.
The company has forecasted the costs (“fleet health costs”) required to keep its coal plants at
approximately the same efficiency during the 15-year period studied for its integrated resource
plan. IPL also uses a 15-year load forecast for IRP analysis. The utility forecasts annual load
growth at about one percent annually. The IRP process includes upgrades in generating capacity
as new resource options. Fuel forecasts serve as another key IRP input. The Company purchases
such forecasts from a research service that provides integrated forecasts for various sources, such
as coal, natural gas, nuclear fuel, and market energy. An outside engineering firm provided
estimates of construction costs for new resource options; e.g., combined cycle natural gas fired
plants, natural gas fired combustion turbines, and wind turbines. The planning process
considered purchased power agreements from third-party wind generators at an assumed contract
price. The process did not consider long-term purchased power agreements as a resource option.
The process did, however, consider “one-year bridge” power purchases to address gaps between
the life ends of major electric resources and the appearance of replacement resources.
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b. 2010 IRP and Results
The IPL integrated resource plan provides a key input to the strategic planning process, which in
turn guides investment in electric resource assets over the long term. Capital expenditures for
new and replacement electric resources, investments such as environmental equipment for
existing assets, and significant levels of maintenance capital expenditures all comprise key
planning information. The electric-resource capital program also greatly influences fuel and
purchased power costs. This part of the capital program makes it by far the largest determinant of
total costs for IPL and its customers.
IPL filed its 2010 integrated resource plan in November, 2010 with the Minnesota Public
Utilities Commission, with courtesy copies to the IUB and to the Iowa Office of Consumer
Advocate (Iowa OCA). IPL analyzed the IRP using the EGEAS model, considering numerous
combinations of existing resources and modeled resource alternatives in determining an optimal
expansion plan. Renewable alternatives, demand-side management (“DSM”) programs and
conventional supply-side units undergo evaluation as part of the resource planning process.
EGEAS minimizes the cumulative present worth of revenue requirements for a 15-year planning
period and for a 35-year extension period. EGEAS also maintains the new MISO planning
reserve margin of 4.5 percent (versus 15 percent previously) in each future year. IPL first
determines a reference case. Additional scenarios follow, as planners alter various input
assumptions. Some of the scenarios address regulatory requirements. IPL creates others by
varying key input assumptions to assure robust consideration of potential outcomes. System
reliability and financial risks also enter the analysis. The Company’s ultimate goal in this
planning is to minimize cost, maximize reliability, and minimize risk.
IPL arrived at its proposed plan after considering different types of resource options. EGEAS
modeling on the supply side included a range of technologies, categorized as renewable, fossil
fuel, purchased power and nuclear. Renewable technologies considered included wind, solarphotovoltaic, solar-thermal, whole tree burning, biomass, geothermal, biogas-anaerobic
digestion, biogas-landfill gas, ethanol fueled generation, and hydro. Wind comprises the most
prevalent renewable technology in IPL’s utility system resource mix.
IPL’s 2010 Minnesota filing proposed only a small amount of added electric resources. The
Company projects most of those to come in the back half of the 15-year study period. This plan
also projected that IPL would remain long on capacity through 2018. Existing resources,
supplemented by MISO market energy-only purchases as necessary would meet incremental
capacity and energy needs in the first five years covered by the IRP.
IPL’s consideration of uncertainties in environmental regulations led it to manage the resulting
risk by ranking its coal units into the three tiers discussed previously. Analysis of ongoing
viability of the Tier 3 units led IPL to conclude that most should be retired immediately. IPL’s
analysis also supported retiring Dubuque Units 3 and 4 and Sutherland Unit 1 effective January
2015, pending approval from MISO. IPL’s evaluation of capacity and efficiency improvements
on two Tier 1 units (Ottumwa and Lansing Unit 4) supported capacity and efficiency
improvements at both. The Minnesota filing cited efforts to negotiate a favorable extension for
the purchase of DAEC output after the current purchased power agreement expires in February
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2014. IPL considered a renewed contract on appropriate terms to comprise a favorable supply
side option.
The following list summarizes several key assumptions and resource selections that drove the
2010 IRP outcome and results:
• Assumed renewal in February 2014 of the Duane Arnold Energy Center (“DAEC”)
purchase power agreement with NextEra Energy (430 MW)
• A 100 MW wind purchased power agreement in 2011, which was part of the assumed
DAEC purchase power agreement renewal
• Market purchases of on-peak and off-peak energy
• Regulation of CO 2 , either through a cap or a tax, as early as 2013
• Future unknown environmental rules and the effect on the Tier 1 and 2 units
• The closure of Tier 3 plants by 2015.
c. IRP Updates
Following the development of the November 2010 IRP, the company identified changing
circumstances that would have an effect on IRP assumptions and results:
• Potential for non-extension of the DAEC purchase agreement
• Appreciable drop in forecasted price of natural gas and market energy (An updated
forecast was expected in October/November of 2011 and every 6 months thereafter.)
• Delay of CO 2 regulation until late in the decade or after
• Initial EPA rules that could make recovery of Tier 2 investments challenging
• Availability of preliminary testing and incremental plant-specific evaluations performed.
IPL expressed concern about the lack of an Iowa provision that would permit pre-approval of a
DAEC contract extension. The renewal would likely produce capacity and energy payments of
approximately '''''' '''''''''''''''' over a 20-year period. IPL considered the entry of such a large
commitment without some regulatory mitigation of shareowner risk unacceptable. The Iowa
OCA expressed interest in use of a Request for Proposals (“RFP”) to validate the reasonableness
of the terms and conditions then offered by DAEC’s owners. IPL reports that it failed in two
respects to reach agreement with the Iowa OCA regarding the form of a potential RFP:
• The DAEC offer before IPL included firm pricing and guaranteed energy output for a
period of 15 to 20 years. IPL considered RFP offers comparable with self-build options
only when they provided firm pricing for at least 15 years. The OCA’s preference for a
shorter-term contract gave IPL concern about how, with a shorter-term, it could price the
remaining “gap,” or rollover of a purchased power agreement.
• IPL was interested only in bidders that had “iron in the ground” or ability to supply via a
utility system. The OCA expressed concern about exclusion of market energy options
with only financial backing. IPL did not agree to such an alternative, given that the need
was for baseload resources. IPL considered the financial collateral that would be required
potentially prohibitive to bidders. IPL also considered market resources to be “less–thanfirm” supplies.
Forecasts began to project considerable drops in natural gas prices as discussions took place. IPL
responded by updating the modeling with a new forecast created by an outside research
consultant, using much lower market energy price estimates than that included in the 2010
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Minnesota filing. IPL’s revisiting of that forecast also took account of delays in imposing CO 2
limits to about 2020. The 2010 IRP had them to begin in 2013. Other environmental assumptions
merited reassessment as well. The U.S. EPA issued proposed Utility MACT rules in March
2011. Finalization of these proposed rules would require each unit to comply with mercury,
particulate matter, and acid gas emission rates. The EPA also issued in July 2011 the Cross-State
Air Pollution Rule (CSAPR), which address SO 2 and NO x emissions. CSAPR became effective
January 1, 2012 with requirements to reduce NO x and Phase I SO 2 .
The Company prepared an “Emissions Plan and Budget,” a biennial regulatory filing, that
included a compliance plan and coal plant strategy. This plan formed the basis for subsequent
updates of the integrated resource plan. The analysis again included fuel and energy sensitivity
analysis (high and low cases of 10 percent around baseline assumptions). The analysis also
varied capital costs by the same range. Sensitivity analyses addressed the number of megawatts
obtainable from demand-side management. IPL does vary fuel and energy prices somewhat, but
does not attempt to model the impact of severe fuel or energy price spikes.
d. Alliant’s Interpretation of Updated Resource Plans
Updated integrated resource plans served as a key driver of IPL’s strategic and planning during
2011 and through the completion of Liberty’s audit fieldwork in April 2012. The updated
analyses and thinking underlie the most recent strategic resource plans, which continue to
operate as “company strategy.” They therefore have a guiding impact on the strategic plan as
well as the direction of the Company in all levels of planning. The strategic electric resource
plan, as approved by the Board in 2011, comprises an especially critical component of the
Company’s strategy. A July 2011 SPC meeting discussed the updated electric resource plan
analysis. A presentation to the Board later that same month summarized plan status as follows:
2011 – Strategic Plan IRP Modeling
The modeling for the strategic plan confirms reasonableness for the following [for IPL]:
• A new 600 MW gas plant in IA to support capacity stabilization around 2016
• Retain/acquire some capacity thru purchase power agreements
• Some of the Tier 2 Plants will not operate beyond the UMATS deadline (11/2014)
• Continue with Tier 1 CACP/CAMP investment program
• Opportunity for additional wind generation
Strategic planning assumptions validated against worst case sensitivities during modeling
All IRP analysis performed to this point had led IPL to the same economic conclusions regarding
the IPL coal plants. The Tier 1 coal units remained “easily economic;” the Tier 2 units all
remained “on the bubble” economically; the Tier 3 units all remained clearly uneconomic,
regardless of the set of planning assumptions used. A report to the SPC noted the following
elements in support of thinking at that time.
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Case
No.

Description

DAEC
PPA?

'''''''''''' '''''''''''''''''''''' ''''''''
'''''''''' '''''''' ''''''''''' '''' ''''

Gas
Forecast

3

No Renewal of
DAEC contract

No

'''''''''''''''''''

New

430
MW
430
MW
430
MW
No

''''''''''''''''

New

''''''''''''''''

New

450 MW in 2016

''''''''''''''''

New

600 Mw in 2016

7

Renewal of DAEC
contract
Renewal of DAEC
and 450 MW CCCT
Renewal of DAEC
and 600 MW CCCT
600 MW CCCT

''''''''''''''''''''

New

8

450 MW CCCT

No

''''''''''''''''''

New

600 MW in 2016
450 MW in 2016

4
5
6

First New Combined
Cycle Gas Plant
300 MW JointlyOwned CCCTs, 2014 &
2020
300 MW Jointly-owned
CCCT in 2020

The Company later (September 28, 2011) interpreted the IRP analyses as supporting several
points. First, a DAEC PPA might produce least cost from an IRP perspective, but, a combined
cycle combustion turbine (CCCT) is “within the range of reasonableness,” as allowed by the IUB
for new resource consideration. The Company believed that lower gas prices, additional
operational flexibility, and the positive attributes of having a balanced portfolio of energy and
generation required consideration. The uncertainty around surety of renewing the DAEC
agreement led to interest in building a 600 MW combined cycle gas plant earlier (2015/2016)
rather than later (2017+) to “coincide” with the expiration of the DAEC agreement in 2014.
The Company also considered the consequences of continued uncertainty around the Tier 2 units
and final environmental regulations. Specifically, the potential impact of environmental rules on
Tier 2 and Tier 3 coal plants and lower gas forecasts caused a determination that a CCCT might
be required even should the DAEC agreement extension succeed. The Company stated that:
Using the lower natural gas price forecast, the extension of the DAEC PPA has a
slightly lower NPVRR than a CCCT placed in-service (January) 2016. That
difference is about $216 million or about 1.5 percent. … Combining lower gas
prices and the environmental rule impact on Tier 2 units, a scenario could exist
where both the renewal of the DAEC PPA and the installation of a CCCT may be
required. In addition, the potential retirement of existing SCCT units may also
drive capacity reductions that a CCCT could help address. However, in addition
to the costs of controls, consideration must be given to on-going investment
requirements, either capital or O&M to simply maintain current operating
conditions. Given the uncertainty as outlined above it is prudent to begin the
development of a filing for both a GCU and RPU that would support the
construction of a Combined Cycle Combustion Turbine facility.

4. 2011 Strategic Plan
Management presented a 2011 strategic plan version to the Board in late July 2011. That
presentation included financial goals and principles similar to those established in the 2010
process. It did, however, lower the levels of utility capital expenditures forecasted by more than
10 percent. This reduction reduced the numbers and size of projected rate increases. It projected
that the Company would meet or exceed its financial goals by earning authorized returns on
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equity and achieving a higher compound growth rate in earnings per share than that included in
the previous year’s plan.
The 2011 strategic plan focused on the five-year period from 2011 to 2015. The next illustration
summarizes key differences for IPL and WPL from the 2010 plan, as presented to the Board.
Table is Confidential

This table of significant changes in the strategic plan did not include one of the most significant
that had occurred. ''''''''' '''''''''''' '''''''' '''''''''''''''''' '''''''''' '''''''''''''''''' '''''''' ''''''''''''''''''' '''''''''''''''''''' ''''' ''' ''''''''' ''''''''''''''
''''''''''''' '''''''''''' ''' '''''''''''''''''''''''''' '''''''''' ''''''''''' '''''''''' '''''''' ''''''' '''''''''''''''''' '''''''' ''''''''''''''''''''' '''''' '''''''''''''''' ''''''''''''''' '''''''''
'''''''''''''''''''''' ''''''''''' ''''''''''''''' ''''''''''''''''''' '''''''''''' '''''''''''''''''''''' '''''''''''''' ''''''''''''''''''''''''''''' ''''' '''''''''''' '''''''''''' '''''''''''''''' '''''
''''''' '''''''''''' ''''''''''' '''''' '''''''' '''''''''''''''''''''''''' ''''''''' '''''' ''''' ''''''''''''''''''''' '''''''''''' '''''''''''''''' ''''' '''''''' '''''''''''''''''' ''''''''' ''''''''''''''
Another key change in the strategic plan concerned the electric resource plan. The 2010 plan
made extension of the DAEC contract a main component of the electric resource “expansion
plan.” The 2011 plan no longer projected DAEC power purchase past contract expiration in
February 2014. Market capacity and energy purchases replaced the DAEC extension for the next
two years. Thereafter; i.e., starting in 2016, the 2011 plan assumed power would be coming from
a new, IPL-built 600 MW combined cycle plant.
The strategic financial perspective of the 2011 plan, including financial results and metrics,
shows a large increase in earnings, earnings per share, and other financial metrics for IPL in
2014 and 2015. The jump in IPL’s projected financial results resulted primarily from the
expiration of the DAEC contract and its replacement by much less costly, market-purchased
capacity for these two years. Capacity costs related to 400+ megawatts of nuclear capacity
dropped from about $160 million annually to only $20 million annually in replacement capacity
purchases from the market. Any increases in related energy charges would pass through to
customers in the automatic fuel adjustment mechanism. The next table shows the large increase
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in IPL earnings that would result from replacement of DAEC contract capacity charges with
market capacity purchases.
IPL 2011 Strategic Plan Earnings
Figure is Confidential

5. 2012 Electric Resource Planning Updates
The 2012 year began with IPL planning to perform the steps needed for approval of a 600MW
combined cycle plant it would build in Iowa. IUB approval for new power plant construction
requires a showing by the applicant that the proposed alternative is “reasonable.” To provide
alternatives to compare with the combined cycle plant, IPL issued in January 2012 an RFP
seeking a total of 550 MW of capacity and energy, starting in 2016. The RFP required resources
offered to have a term of at least 10 years, and backed by either physical plant ownership or by a
“slice” of a utility generating system. The RFP sought responses by late March 2012.
Liberty briefly discussed the preliminary RFP results with IPL in April 2012. The Company
retained an outside consultant to analyze the responses independently. Liberty has not reviewed
any of the proposals or the analysis performed by the consultant or the Company. IPL stated that
it received 27 total electric resource alternatives, including 21 proposed purchase power
agreements and 6 offers to sell existing generating assets to IPL. The terms of the purchase
power contract offers ranged from 10 to 20 years. A few proposals offered to start the purchase
power contract in 2014 rather than the 2016 specified by the Company'' '''''''' '''''''''''''''''''''' ''''''''''' ''''''''
'''''' '''''''''''' '''''''''''''''''''' '''''' ''''''' '''''''''' ''''''''''''''''''' ''''''''''''''''''''''' '''''''''' '''''''''''''''''''''''''''' ''''''''''''''''' ''''' ''' '''''''''''' '''''''''''''''
'''' ''''''' '''''''''''''' '''''''''''''''''' ''''''''''''''''' ''''''''''''' '''''''''''' '''''''''''''''''''''''' '''''' '''''' '''''''''' ''''''''''''''. Liberty did not find this
improvement result surprising, given that the RFP process created new competitive pressures on
the nuclear plant owners as well as other electric generation owners in the region, which has
large amounts of excess generating capacity. Market pricing had decreased as well. At the time
of the drafting of this report, the Company continued to analyze the RFP proposals against
various other alternatives, including the self-build option (a 600 MW combined cycle gas plant).
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6. Linking Capital Plans with Budgets
The capital expenditure programs of the two utilities and the financial targets built into them
comprise primary drivers of Alliant strategic planning. The strategic plan generally includes
many utility major capital projects over 5- to 10-year plan horizons. These projects typically
include major infrastructure investment programs and less frequent items, such as the purchase
or building of a new, major electric resource. Maintenance capital expenditures for the electric
generation and electric and gas distribution systems also comprise regular plan elements.
Meeting reliability and customer cost containment goals drive the plans as well.
The Executive Risk Review Committee (“ERRC”) plays an important role in bridging long-term
capital planning with annual budgeting processes. The ERRC has regular monthly meetings, and
meets additionally as required. The ERRC reviews continuation with larger capital projects
included in the strategic plan. The committee continues to examine two special categories of
capital projects in the strategic plan (which cover a 5-10 year horizon), as those projects move
closer to requiring inclusion in budgets (which covers a one year period). The two categories
consist of those projects with expected costs above $5 million and projects deemed to entail
particular risk. The strategic plan identifies the large projects that will require such future ERRC
review.
This continuing ERRC review of strategic-plan projects focuses on the risks that the identified
projects entail. Capital projects may have environmental, construction, regulatory, fuel and
market price, and other business risks. Strategic-plan projects targeted for this added approval
process require ERRC approval before they can proceed. Projects of more than $20 million
additionally require Board approval. The ERRC approval process generates additional
information for the projects affected.
The strategic plans and the additional review cycle for designated projects provides an important
starting point for annual budgeting capital allocations for IPL and the other Alliant businesses.
The Strategic Planning Committee (“SPC”) determines on a “top down” basis the annual capital
allocation for IPL from these sources, adjusted if and as required by projections of results against
financial targets for the coming budget year. The SPC capital allocation process begins with the
large capital projects included in the most recent strategic plan. The Company deems these
projects to be “strategic capital.”
Following consideration of these strategic capital pieces, the SPC reviews maintenance capital
expenditure levels for generation and for electric and gas delivery. These expenditures have run
in the $400 to $500 million range annually for IPL and for WPL. The SPC also considers other
capital projects and any special initiatives from the business units. The identification of these
projects (not included in the strategic plan) come from the business and performance
management leads as they conduct bottom-up budget preparation efforts for their particular areas
of responsibility. The SPC performs its analysis of strategic projects, maintenance capital
projects, and business unit identified capital projects in a manner that seeks to produce total
annual budgeted capital expenditures as near to the level already included in the strategic plan, in
order to meet the financial targets on one-year, five-year and 10-year bases.
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C. Conclusions
1. IPL operates under a comprehensive, definitive set of mission, values, goals, and
objectives statements that appropriately guide longer-range strategic planning and
shorter-term planning.
Alliant and IPL developed a new corporate mission, values and strategy in 2010, basing it on a
“focus on customers.” The Company updated its mission statement to provide that, “We deliver
the energy and exceptional service that our customers and communities count on – safely,
efficiently and responsibly.”
Alliant also established statements of its corporate values at the same time.
Alliant sets long-term financial targets that use specific financial metrics. The Board of Directors
engages sufficiently in their development, and must approve them. These financial targets
underlie and are consistent with strategic and shorter-term plans and the processes that produce
them. The metrics include earnings per share growth rates, credit ratios, earned returns on equity,
and compound growth rate of customer increases. These financial metrics guide Alliant’s
determination of the levels of strategic capital expenditures and operating expense levels. That
determination seeks to meet earnings and credit metric targets, while keeping costs and customer
rate increases at acceptable levels.
2. The IPL corporate strategic planning process’s focus on identification of strategic
capital investments in infrastructure represents a sound examination on an ongoing
basis of the long-term viability and reliability of the utility electric and gas systems.
Alliant and IPL annually develop a strategic plan that identifies major capital expenditures in
infrastructure or electric supply resources over five and 10-year planning horizons. The
Company deems the larger projects in the plan to be “strategic capital.” Following the initial
identification of strategic projects, the ERRC reviews and analyzes these projects and authorizes
the continued inclusion of some in the strategic plan and its updates. Re-evaluation of strategic
projects may take place over time between the initial identification and the review and approval
of an approaching project in the annual budgeting process.
Annual capital budget targets are established by the SPC for the budget process, based on
investment levels and projects included in the strategic plan and short-term financial goals. The
process establishes allocation “targets” for each company and business unit that is effectively a
top-down goal that the SPC provides to planners prior to the building of bottom-up budgets by
business unit.
We believe that the processes in place at Alliant provide for the inclusion of major strategic
capital projects in both the strategic plan and in the annual budgeting process. The processes for
strategic capital investments provide the planning structure to ensure that investments in
infrastructure will be made if identified, and allow for the long-term viability and reliability of
the utility electric and gas systems.
3. The strategic planning processes for Alliant and IPL have been effectively restructured;
they include robust consideration of financial, regulatory, customer and distribution
strategic issues in forming long-term capital plans.
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Alliant re-developed its strategic plan and processes in late 2009 and 2010. Early strategy issue
development and analysis would fall under three primary teams: energy supply/generation,
distribution, and customer rates and regulatory. These teams performed analyses of Alliant’s
current state. In parallel, the SPC began a review of the corporate mission and values.
Strategy issue formation, analysis and resulting discussions were performed within the three
teams, followed by discussions with the SPC and with the Board of Directors. Feedback from the
Board of Directors and additional internal discussions, guided the SPC, the project coordinators
and the functional teams was used in preparing the strategy and key high-level initiatives. The
results of their planning work came before the Board of Directors in June 2010, which approved
the plan in early August 2010. The strategy process has been continued and refined on an
ongoing basis, with monthly SPC meetings that include discussion of specific strategy
development or strategy execution items.
Liberty concludes that the development processes for the new corporate strategy were wellstructured and appropriately included thorough consideration of financial, regulatory, customer
and distribution strategic issues. The Board of Directors was early and sufficiently involved and
informed during these processes. We found certain of the electric resource strategies and
conclusions reached in the processes to be of concern, as described below. Nevertheless, we
believe that the development processes were sound.
4. The strategic plans appropriately consider the achievement of financial results and
metrics over the long-term and in a manner designed to maintain IPL’s financial
strength and the ability to fund plans in the financial markets.
The strategic financial metrics, along with anticipated levels of capital expenditures and
operating expenses produce well-founded long-term financial forecasts and financial results. The
long-term target metrics for the 2011 plan were:
• Grow earnings per share growth 5 to 7 percent annually
• Keep customer rate impacts in the 2 to 4 percent compound growth rate range, with no
double-digit rate increases in any given year or rate case
• Earn IPL and WPL authorized returns on equity each year
• Maintain investment grade credit ratings.
The financial goals and objectives are discussed with and approved by the Board of Directors.
Alliant plans are targeted to meet long-term financial targets for earnings growth, earning the
utilities’ authorized return on equity, and to maintain investment grade credit ratings. By
targeting these financial goals, Company appropriately plans for achieving long-term financial
strength, which in turn allows the effective internal and financial market funding of the plan.
5. IPL’s “balanced portfolio” electric resource strategy has not been justified as an
optimized portfolio of resources that creates a low total-cost plan. (Recommendation #1)
The 2010 and 2011 strategic plans emphasize that Alliant’s strategy for electric resources is to
produce a “balanced portfolio,” under which the Company would “gradually reduce reliance on
purchased power through staged investments.” The most recent strategic plan, completed in
August 2011, contained a slide, shown below, depicting future IPL electric supply resources.
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Company-owned assets dominate the projected IPL “balanced portfolio.” Our examination did
not find Company analysis to support a conclusion that such a strong future reliance on company
ownership would optimize total customer costs or revenue requirements.
The Company reviewed the subject of its future electric resource portfolio in early 2010 as part
of its strategic plan development. The generation strategy team and an outside consultant
presented a thorough discussion of the non-quantitative issues involved in selecting an electric
resource strategy. A slide from the presentation of this working group from April 2010 (shown
below) illustrates discussions about the pros and cons of various owned energy supply versus
load proportions. The working group did not, however, generate a recommendation on this issue.
They also did not analyze how different portfolios would perform under a variety of future
scenarios for fuel prices and market capacity and energy prices.
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Alliant eventually determined that what it termed a “balanced portfolio” would form the core of
its electric resource strategy. We did not find evidence of substantial economic optimization
analysis of varying portfolios types to support that strategic direction. The only presentation to
the Board that we found addressing justification of a “balanced portfolio” approach came in the
two slides (shown below) taken from the July 25, 2011 strategic plan presentation.
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We conclude that Alliant did not undertake sufficiently robust electric resource optimization
analysis and interpretation for the following reasons:
• An electric resource plan optimization analysis that includes all electric resource options
and durations and that are analyzed under a variety of future market conditions has not
been prepared. The integrated resource plan modeling that has been included in the
strategic planning processes has not included market resource alternatives that are
available. It also has not analyzed the performance of resource portfolios under a wide
range of future fuel and market risk factors.
• The “Balance is of Benefit” slide above is not compelling and does not account for the
fact that regional electric markets have been in an over-supplied situation for an extended
period. This condition is expected to continue for a number of years (until at least 2020,
according to Wood McKenzie). This current and future situation presents a power
buyer’s market, which requires careful quantitative analysis, particularly in comparison to
the “balanced portfolio” approach.
• The focus on owning long-duration assets in its “balanced portfolio” allows for less
flexibility to effectively meet an uncertain electric resource future.
• The “IRP,” “Fuel/Ops” and “Regulatory” determinations in the slide above should be
supported by a robust electric resource optimization analysis (as described in the first
bullet above) of all viable options. That analysis has not yet occurred.
The electric resource team noted in some of its strategy development issue discussion that, “We
can view our supply and load as a portfolio, just as those in financial and commodity markets.”
We agree with this general comment, but consider the more telling point to be that the Company
needs to follow that thought in a careful, structured, analytical way. The Company has not
considered all alternatives or taken a portfolio approach in arriving at an electric resource
strategy. The Company has also not performed the analysis necessary to determine an optimized
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electric resource portfolio, and clearly has not provided reasonable support for the long-term
economic strength of its “balanced portfolio” strategy.
6. The “balanced portfolio” strategy inappropriately links electric resource asset
ownership with energy price volatility reduction. (Recommendation #1)
The company includes “Balance generation ownership with customer energy needs” as a key
element of its strategic plan, and includes the following discussion as support of this element:
A balanced and flexible generation portfolio provides long-term advantages to our customers
and our company. Currently, our customer demand for energy exceeds our total company-owned
energy generation. Our owned generation provides about 60 percent of our customers’ energy –
leaving 40 percent of our customers’ energy coming from long-term contracts and market
purchases. This exposes our customers to unpredictable fuel costs – a concern highlighted by the
fact that such costs make up over 50 percent of our customers’ bills …. As we own more of our
generating resources, we have less exposure to unpredictable energy markets, thus reducing the
potential variability in customers’ bills.
The foregoing passage links desired reductions in exposure to variability in customer bills to
IPL’s ownership of generating assets. We do not find this position to be self-validating. IPL’s
current electric supply resources comprise a first means for testing the validity of this position.
IPL purchases over 400 MW of capacity and energy via a purchased power contract from nuclear
plant owner NextEra Energy. Both the capacity and energy payments are relatively flat. They
escalate at only a few percent per year. The payments on this contract have been very stable, are
not exposed to fuel price or energy market volatility, and act as an effective hedge against price
volatility. The fact that the Company does not own this generating resource does not diminish the
fact that it significantly dampens the volatility of IPL’s energy costs and pricing. The same is
true of IPL’s over 250 MW of wind energy purchases. The wind purchases come at a flat price
per megawatt hour of energy production. Again, the pricing of this non-owned asset is not
susceptible to fuel or energy market price volatility.
IPL’s owned coal generating assets operate with fuel contracts that have a limited amount of
volatility. Their prices are not tied to the more volatile natural gas market. However, the same is
true of coal generation that is owned by or jointly owned with Mid-American Energy. On the
other hand, the Company’s Emery gas-fired plant is exposed to the volatile natural gas markets,
and its production is hedged to reduce price volatility. Similarly, IPL’s energy purchases from
the MISO energy markets must also be hedged to reduce volatility. However, the volatility of
energy prices from either the IPL-owned Emery or market resources has nothing to do with the
ownership of the electric resource.
To the extent that broad notions such as that of generation ownership necessarily reducing
volatility affect planning decisions, they require both more precision and analysis. Consideration
of such notions in the absence of that support tends to produce a bias in how one examines future
alternatives.
7. IPL’s 2010 and 2011 analyses of the strategic electric resource plan have not considered
market electric resource options in a sufficiently objective and robust manner.
(Recommendation #2)
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The Alliant 2010 and 2011 strategic plans include IPL electric resource plans based on versions
of the integrated resource plan analysis. None of these analyses has sufficiently addressed
purchased power contracts for capacity and energy as viable resource options. Liberty believes
that the absence of such considerations is sufficient to substantially undermine the resource plan
conclusions reached. It restricts consideration of potentially lower-cost resources that the
Company should be well aware of.
The integrated resource plan analyses include as modeled resource options 10-year purchased
power contracts from natural gas-fired combined cycle units and combustion turbines, as well as
from pulverized coal units. However, the assigned pricing for purchased capacity from these
potential resources was based on the construction costs of building new power plants. Including
new-build power plant costs in the pricing of market purchased power options effectively
eliminates these options from consideration as an economic resource. For instance, the “fixed
O&M costs” included in the 2011 IRP modeling represent estimated capacity costs for a
purchased power option. As can be seen in the table below, the capacity pricing for the 10-year
combined cycle purchased power option '''' '''''''''''''''''''' ''''''' ''''''''''''''''''''''''''''''''' ''''' ''''''''''''''''' '''''''
''''''''''''''''''''''''''''''''.
Figure is Confidential

Actual capacity market pricing for a 10-year contract is not available; the Company has not
determined such market pricing prior to its 2012 RFP. Shorter-term capacity currently carries a
price of only '''''''''''''''''''' '''''''' ''''''''''''''''''' '''''''''''''', according to the Company. At the least, these very
low capacity prices compel serious consideration of what may be available longer term. The
Company’s analysis uses pricing that is far out of line with current pricing for shorter-term
capacity. Expectations that excess capacity conditions may remain for a long time compels a
more reflective approach, particularly when the Company’s approach effectively rules out a 10year purchased power contract entirely as a viable electric resource option. Moreover, purchased
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power capacity and energy contracts with durations of less than 10 years were not included in
Company analyses.
The Company included one-year, 50 MW capacity-only contracts in its 2011 analysis as a bridge
to fill the capacity gap between the end of the DAEC contract and a new-build gas resource that
would come on line in 2016. Interestingly, these limited capacity contracts were priced at the
Company’s estimate of market rates. In addition, the Company allows economically dispatched
blocks of 250 MW of on-peak and 250 MW of off-peak economy energy purchases from the
market in its modeling. In the 2010 and 2011 analyses, large amounts of energy from market
economy purchases is a low-cost and primary incremental electric resource that is selected by the
modeling.
The Company explained that it does not include market pricing for purchased power contracts in
its analyses because: (a) they “do not consider purchased power contracts to be a long-term
resource,” and (b) they believe that “rolling over purchased power contracts exposes the
Company to future market pricing.” Liberty did not find these reasons sound as a basis for
excluding viable market options from the electric resource analysis. Rather, such options are
necessary to a sufficiently robust analysis of risk. The determination of the most effective
electric resources should include analysis of future fuels and market capacity and energy pricing
to determine the performance of all resource options under future market risks. This is part and
parcel of a robust analysis of all electric resources alternatives in the development of an optimal
electric resource plan.
We observed, however, that the Company has recognized that market capacity purchases are
expected to be very inexpensive in its strategic plan presentations. The illustration below shows
the Company’s estimates of reduced capacity payments if the DAEC nuclear contract is replaced
by market capacity purchases in 2014 and 2015. The estimates show that capacity payments of
''''''''''' ''''' '''''''''' ''''''''''''''''' per year will be replaced by market capacity purchases costing around '''''''''
million per year. While the Company expects to benefit from inexpensive market replacement
capacity pricing, it was not considering the option of potentially low-priced purchase power
contracts when performing strategic electric resource plan modeling.
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Figure is Confidential

8. The 2011 strategic plan for IPL electric resources did not select a lower-cost plan, as
measured by present value of revenue requirements; it was reached through analysis
that suffered a number of problems. (Recommendation #3)
The 2011 electric resource plan analysis and presentation to the Board of Directors was made in
July 2011, and included a slide observing the following:
2011 – Strategic Plan IRP Modeling
The modeling for the strategic plan confirms reasonableness for the following:
IPL:
•
•
•
•
•

A new 600 MW gas plant in IA to support capacity stabilization around 2016
Retain/acquire some capacity thru purchase power agreements
Some of the Tier 2 Plants will not operate beyond the UMATS deadline
(11/2014)
Continue with Tier 1 CACP/CAMP investment program
Opportunity for additional wind generation

Strategic planning assumptions validated against worst case sensitivities during
modeling.
Liberty has a number of concerns with the analysis supporting this thinking, and consequently
with the electric resource plan recommended to the Board of Directors for inclusion in the 2011
strategic plan:
• As previously noted in Conclusion 7, the analysis did not consider viable electric
resource options such as market purchased power agreements.
• The lowest cost incremental resource plan by a wide margin in the Company’s analysis
consisted of (a) renewal of the DAEC purchased power contract, with all-in pricing

September 27, 2012

Page III-26
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

•

•

•
•
•

•

Planning

Management and Operations Audit of
Interstate Power and Light

starting at an average of '''''''''''''''''''' per megawatt hour, plus (b) a large volume of market
energy purchases.
The 600 MW combined cycle gas turbine selected as the preferred new resource option
was “forced” into the Company’s analysis, because the optimization feature of the
integrated resource plan modeling will not select a high-cost option, such as the
combined cycle gas plant.
The resource plan selected included both the renewal of the DAEC contract (430 MW) as
well as building a 600 MW gas power plant with a 2016 in-service date. This selected
resource plan provides IPL with far more capacity than its forecasted needs and more
capacity than the other resource plans provide.
The electric resource plan selected, which includes the 600 MW gas power plant, has a
PVRR (present value of revenue requirements) '''''''''''' ''''''''''''''' above the lowest-cost plan.
Each analyzed electric resource plan that including layering the gas plant onto other
resource plans increased the PVRR costs from '''''''''''' '''''''''''''''''' ''''' ''''''''''' '''''''''''''''''.
We found the presentation of the 600 MW gas plant as a “reasonable” resource option
misleading. The estimated '''''''''''' ''''''''''''''''' (presented as '''''''''''' '''''''''''''''') of additional costs
above the least- cost option was compared to the PVRR of the entire IPL resource system
of about $14 billion. The cost differences among any incremental resource plan options
would therefore get lost in the “noise” of total system costs in such a comparison, thereby
understating its comparatively very high “incremental” cost.
In order to gauge the differences among options without making them part of a “sea of
total portfolio costs” would require comparing the ''''''''''' million PVRR difference to the
incremental resource plan PVRR. Correcting both the denominator and numerator of the
Company’s comparison in this manner moves the additional cost of the selected resource
plan to the 5 - 10 percent range, rather than the 1.5 percent presented.

9. Analyses underlying the 2011 strategic plan show the proposed 600 MW gas combined
cycle plant to comprise a comparatively expensive alternative. (Recommendation #3)
The analysis of the various electric resource plans demonstrated that a self-build 600 MW
combined cycle gas power plant would cause a large increase in costs for each resource plan
including it. Liberty reviewed the details of the resource plan analysis to determine the electric
resources actually selected by the optimization modeling as economic.
The Company’s 2011 resource plan included three predominant sources of energy to supplement
IPL’s existing resources for each of the future years through 2020:
• DAEC contract purchases of 3,200 to 3,400 GWh annually
• Market off-peak energy purchases of about 2,000 GWh/year
• Market on-peak energy purchases of about 1,000 GWh/year.
These three resources would provide about 35 percent of IPL’s projected energy resources
during the next several years. The IRP production model chooses the market purchases of
economy on-peak and off-peak energy due to their inexpensive forecasted price. DAEC contract
dispatch at a 90 percent capacity factor results from a model input from the Company, and
reflects its designation as a must-run resource.
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The next table shows the IPL production cost summary modeled for 2017; i.e., the first full
calendar year of operation of the newly-built 600 MW gas plant.
2011 Resource Plan IPL Production Cost Summary
Source
Wind PPAs
Whispering Willows
DAEC Purchase

Capacity
MW

Capacity
Factor

Generation
GWh

Production
Cost $(000)

Production
$/MWh

'''''''''

''''''''''''''''''

'''''''''''''''''

200

''''''''' ''
''''''''''''''
''''''''''''''''

''''''''''

'''''

''' '''

259.6

414.5

''''''''''''''

'''''''''''''

'''''''''''''''''''''''

''''''''''''''''

250 MW Market off-peak

250

'''''''''''''

'''''''''''''

''''''''''''''''

''''''''''''''''

Sutherland #3

75

''''''''''''''

''''''''''

''''''''''''''''''

'''''''''''''''''

Neal #4

165

''''''''''''''

''''''''''''

'''''''''''''''''''

''''''''''''''

Sutherland #1

29

''''''''''''''

''''''''''

'''''''''''''''''

'''''''''''''''

Neal #3

144

''''''''''''''

'''''''''

'''''''''''''''''

''''''''''''''''

225.9

''''''''''''''''

''''''''''''''

'''''''''''''''''

''''''''''''''

29

'''''''''''''''

''''''''

'''''''''''''''''

'''''''''''''''''

Lansing #4
Louisa
Burlington GS

197

'''''''''''''''

''''''''''''

'''''''''''''''''

''''''''''''''''

331.2

''''''''''''''

''''''''''''''

''''''''''''''''''

'''''''''''''''''

Prairie Creek #1

10

''''''''''''''

''''''

'''''''''''

'''''''''''''''

Kapp #2

195

'''''''''''''''

''''''''''

'''''''''''''''''

'''''''''''''''''

108.4

''''''''''''''

''''''''''

'''''''''''''''''''

''''''''''''''

250 MW Market Energy on-peak

250

''''''''''''''

''''''''''

'''''''''''''''''''

'''''''''''''''

Dubuque #3

28

''''''''''''''

''''''

''''''''''''''''

'''''''''''''''''

Prairie Creek #3

36

''''''''''''''''

''''''

'''''''''''''''

''''''''''''''''

Dubuque #4

34

''''''''''''''

'''''''

'''''''''''''''''

'''''''''''''''''''

Emery

568

'''''''''''''

''''''''''

''''''''''''''''''

''''''''''''''

Subtotal

''''''''''''''

''''''''''''''''

'''''''''''''''

Peakers

''''''

'''''''''''''''''

'''''''''''''''''''

''''''''''

'''''''''''''''

''''''''''

'''''''''

'''''''''''''

''''''''''''''''

'''''''''

'''''''''''''

''''''''''''''''

'''''''''

'''''''''''''

''''''''''''''''

Ottumwa GS

Prairie Creek #4

Total
2016
CC-579

579

''''''''''''''
2017

CC-579

579

CC-579

579

''''''''''''''
2018
'''''''''''''

The Company’s production cost analysis gives the new gas plant a capacity factor of only 4.9
percent in 2017, and shows it to be the least economically attractive non-peaking resource on the
projected IPL system. The gas plant’s comparatively high production cost per megawatt hour
explains the very low projected capacity factor. The modeling details also estimate annual
levelized capacity costs for the new gas plant at about '''''''''''' ''''''''''''''''' per year. The construction
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and financing costs assumed and a capacity factor of less than 10 percent in the first few years of
operation make the new gas generating plant a very expensive option. It explains why the
resource plan modeling optimization did not select the gas plant as an economic new electric
resource option, and also why each of the resource plans that included the gas plant were
substantially more expensive than other resource plans.
10. Restrictions on bidder proposals in the January 2012 RFP excluded portions of the
markets for capacity and energy. (Recommendation #2)
The Company entered calendar year 2012 planning to perform the necessary steps to secure IUB
approval for a 600 MW combined cycle plant to be built in Iowa. A January 2012 RFP to
determine market alternatives sought a total of 550 MW of capacity and energy, starting in 2016.
The RFP required resources having a term of at least 10 years, and backed by physical plant
ownership or by coming from a “slice” of a utility generating system. The proposals sought
responses by late March 2012.
This RFP was unduly limiting in three ways. First, the RFP requested that proposed purchased
power contracts start in 2016. The actual need for IPL capacity and energy begins in February
2014; i.e., the end date of the DAEC nuclear contract. The RFP would thus tend to exclude
generators with capacity and energy available in 2014, but having difficulty in delaying the start
of the contract until 2016. IPL requires capacity and energy for the period from the end of the
DAEC contract to the in-service date of its self-build gas plant.
Liberty’s review of the 2012 RFP and electric resource evaluation process ended with the review
of the RFP document. The Company has stated that subsequent contacts with bidders on a short
list asked for bid revisions to incorporate a 2014 start date. This request came as a result of
favorable pricing in a PPA that proposed a 2014 start date. Both short-list PPA bidders submitted
revised bids, as did the bidder who offered an asset for purchase. Liberty has not seen the RFP
changes, the electric resource proposals, the analysis of the initial proposals, or any analysis of
the revised proposals.
The second RFP limitation results from excluding proposals from financial bidders. This
restriction excludes potentially viable proposals from major market players that do not own
generating assets but have strong credit and credentials as reliable providers. A financially firm
purchased power contract with a counterparty carrying a strong credit rating does not involve
additional delivery risk. Any seller to IPL would have to qualify as a financially strong provider
meeting MISO financial requirements. MISO actually remains the party responsible for physical
delivery. IPL currently already buys energy from such qualified energy companies on a daily
basis. A large portion of IPL’s purchases actually comprise shorter-term purchases from
counterparties that do not own generating assets.
The 10-year minimum term constitutes the third limitation raising concerns. This limitation
excludes potentially inexpensive capacity and energy contracts available for a shorter term. The
Company considers a contract of less than 10 or 15 years “not comparable” to its self-build gas
plant.
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A regional market with a great deal of excess generating capacity would undoubtedly support
attractive purchased power proposals. A significantly greater number of attractive proposals
would have been stimulated, had the RFP not contained these three restrictions.
11. The Company has proposed to significantly improve its analysis of IPL’s electric
resource options for the 2012 planning cycle, which will include important decisions
regarding the next resource selected. (Recommendation #3)
Liberty undertook discussions with the Company about the planning issues addressed in the
preceding conclusions. The discussions focused on electric resource planning, the current RFP,
and the process for selecting new resources. The Company identified improvements it
anticipated in analyzing electric resource alternatives as part of the 2012 strategic planning cycle.
This planning cycle comprises a particularly important one, because the Company has already
initiated analyses and preparation for regulatory approval processes that entail commitment to
major, new electric resources.
In early August, 2012 the Company announced that IPL would proceed with an 11-year
purchased power contract with NextEra Energy for the electric output of the 430 MW DAEC
nuclear plant starting in 2014. The Company stated that it also planned to build a 600 MW gasfired combined cycle plant, with an in-service date of 2017. Liberty has not had access to or
reviewed any of the RFP analysis, IRP model runs, analysis interpretation, strategic plans or
Board of Directors presentations related to these decisions and announcements. They occurred
well after the close of audit field work.]
The Company provided the following outline of its proposed next steps in the 2012 processes in
April 2012. Liberty has not reviewed any information related to these processes in connection
with the current RFP.
IPL Resource Planning Further Analysis – draft for planning purposes only
- Refresh EGEAS base case with PPA
o Outline base assumptions for input variables
 Gas prices
 Market prices
 Peaker retirements
 Capacity factors
 Demand and Energy Forecasts
o Allow market alternatives as potential choices for short and medium term
- Evaluate EGEAS output
o Determine alternatives for additional capacity and energy
o Capacity and energy costs associated with base case
- Identify scenarios to evaluate
o Potential unit retirements
o Wholesale customer contract renewals/expirations
o Gas and market prices
- Perform incremental / business case analysis on “next resource”
- Perform customer cost impact analysis
o Incremental
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o Overall plan
The recommendations set forth in the next section of this chapter outline the steps we consider
appropriate for effective 2012 electric resource planning. These recommendations address the
steps required for thorough and effective analysis of the next electric resource decision,
providing the robustness necessary to optimize future decisions.
12. Alliant and IPL provide for strong continuity among the strategic, medium-term, and
annual budget plans.
The company’s planning processes have sound continuity along the continuum from the longterm strategic plan to annual budget plans. The strategic plan includes specific major strategic
capital and infrastructure projects identified during the strategic planning process. The
identification of these major projects allows for the later review and analysis of the projects by
the ERRC. This review provides an important bridge between strategic planning and the
implementation of planning through the annual budgeting process.
The capital allocation portion of the budgeting process also provides a significant and effective
linkage to the strategic plans. All of the long-term strategic projects considered in a budget year
should have been previously reviewed and analyzed by the ERRC. This ongoing review of major
projects provides a pool of approved projects for the budgeting process. The SPC also performs a
capital allocation process based on the projects and expenditure levels from the most recent
strategic plan. Liberty believes that these steps and processes provided strong and effective
continuity of planning at Alliant and IPL.

D. Recommendations
1. Extensively study and reanalyze IPL’s strategic electric resource plan to determine an
optimized portfolio of resources that robustly considers resource assets of varying
durations and ownership characteristics. (Conclusion #5 and #6)
Liberty recommends that the Company immediately re-evaluate its strategic electric resource
plan for its 2012 planning processes. An integrated resource plan model such as the company’
EGEAS modeling system provides a strong analytical format for determining an optimized
portfolio of electric resources over the long term. This model provides a quantitative format for
the determination of an optimized portfolio, provided that it: (a) include all viable electric
resource alternatives, including market alternatives, and (b) supply robust analysis of key
variables, such as fuel and market capacity in energy pricing.
The following comprise the key criteria and components that the Company’s optimization
analysis should include:
• Consider the Strategic Electric Resource as a portfolio, with robust consideration of all
market, owned and DSM resources, and optimize it on the basis of best total cost plan on
a PVRR basis.
• IRP-type modeling analysis optimizes PVRR; use it as the primary selection factor for a
strategic portfolio plan.
• Include in strategic modeling robust analysis of risks and uncertainties, especially of the
most volatile variables; i.e., fuel pricing, energy pricing and capacity pricing. Quantify
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and analyze risk considerations and minimize subjective inputs. Best practice now
includes Monte Carlo simulation for determining probabilistic distributions of volatile
variables.
Consider a variety of durations for electric resources, especially PPAs, and analyze them
for determining the optimum electric resource plan.
Robustly consider market resources and included market capacity and energy prices in
strategic electric resource modeling (and not “new build pricing”).
Determine market options and pricing for strategic resource planning by RFPs that
additionally include durations of one to nine years and financially firm PPAs as robust
options.
Do not permit regulatory risk and earnings growth considerations to restrict the
consideration of all electric resource alternatives and durations.

2. Include in IPL integrated resource planning and in 2012 resource decision processes all
viable electric resource options, and include market pricing for capacity and energy
resources; supplement the 2012 RFP solicitation with additional market solicitations
that allow purchased power contracts of less than 10 years, financially firm contracts
and contracts that begin in 2014. (Conclusion #7 and #10)
Liberty believes that the IPL 2012 RFP was too limiting with regard to the required contract start
date, the exclusion of financially firm proposals, and the minimum contract term limitation of 10
years. The Company has the opportunity to supplement its existing RFP with a supplemental
solicitation process that does not include these restrictions. Liberty believes that this step is
necessary to obtain a full view of the alternatives available in the energy marketplace so that the
best electric resource alternatives may be selected in 2012.
The results of any such supplemental solicitations should be reviewed in parallel with the results
of the IPL 2012 RFP process to determine the most effective mix of new resources for IPL.
3. Substantially improve the electric resource decision process by including improved
analysis of alternatives and interpretation of results; provide clear, understandable
presentations to the Board. (Conclusion #8, #9, and #11)
The Company’s analysis of electric resource alternatives and interpretation/presentation of the
results to executives and the Board needs to improve for the 2012 IPL electric resource
decisions. The following criteria will improve the processes and result in robust analysis and
clear decision-making information:
• Analysis of IPL electric resource options presented for resource decisions should be
incremental in nature and present only the revenue requirement impacts of the resource
options being considered. The presentation of true incremental business cases is required
to promote clarity in identifying the financial impacts of each resource option to
executives, to the Board, and to the IUB. Displaying “total IPL system revenue
requirements” masks the differences among incremental alternatives. The Company
needs to make such incremental analysis fully consistent with the “IRP-type” modeling
performed in parallel.
• The electric resource analysis must include robust sensitivity analysis of key risk
variables such as fuel pricing and market capacity and energy pricing.
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Current RFP information and supplemental RFPs should determine all market resource
options and varying durations, especially with regard to 1-9 year and financially firm
PPAs.
Annual revenue requirement impacts of electric resource options should also be analyzed
to determine the annual total cost impact and rate recovery requirements of each resource
option.
Regulatory recovery and earnings considerations must not restrict the list of viable
resource alternatives solicited, analyzed and presented to the IPL Board and IUB.
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IV. Finance and Budgeting
A. Background
Financial management and budgeting comprise two of the core business operations for utilities.
Central services organizations often performed or coordinated the provision of these services for
utilities operating in a holding company structure. Financial management includes the
establishment of policies and strategies that govern financial operations and treasury. Key
financial management areas include capital structure policy, dividend policy and management of
credit ratings and relationships with rating agencies.
Treasury operations and cash management comprise elements of utility financial operations.
Absent effective insulation, they can also pose substantial threats to a utility through financial
covenants, credit facilities, cash management systems, and intercompany loans involving the
utilities, parent company and unregulated affiliates within the holding company structure.
Other finance and treasury operations also can have significant consequences for utilities.
Pension plans and the invested assets funding such plans are substantial and represent an area of
risk. Tax operations and the allocation of taxes are also an important consideration for
segregating and protecting the utility.
Budgeting operations and performance to the budget comprise important everyday activities
crucial to meeting utility financial objectives and establishing the lowest costs possible for utility
operations.

B. Findings
1. Financial Management
a. Capital Structure
Alliant sets capital structure targets for IPL. Alliant’s 2010 10-K filing with the SEC describes
the overall targets and the goals that underlie them:
Alliant Energy, IPL and WPL intend to manage their respective capital structures
and liquidity positions in such a way that they do not compromise their ability to
raise the necessary funding required to enable them to continue to provide utility
services reliably and at reasonable costs, while maintaining financial capital
structure targets consistent with those approved by regulators. Key
considerations include maintaining access to the financial markets on the terms,
in the amounts and within the timeframes required to fund Alliant Energy’s
strategic plan, retaining a prudent level of financial flexibility and maintaining
IPL’s and WPL’s investment-grade credit ratings.
Both IPL and WPL currently expect to maintain a capital structure in which total
debt would not exceed 45% to 50%, and preferred stock would not exceed 5% to
10%, of total capital. These targets may be adjusted depending on subsequent
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developments and on their potential impact on IPL’s and WPL’s investment grade
credit ratings.”
Alliant’s target common equity range of 45 to 50 percent for IPL compares closely with the IUBapproved capital structure from the latest IPL rate case; i.e., between 47 and 48 percent equity
capital. The 2010 strategic plan included IPL equity of around 49 percent over the long-term.
The 2011 strategic plan reduced the equity level to about 45 percent. IPL pays a steady and
substantial dividend to its parent. The next table shows IPL’s quarter-end capitalization ratios
since 2006, excluding short-term debt.
Common Equity
Preferred Stock
Long-Term Debt
Total Capitalization

3/31/2006
49.6%
8.3%
42.1%
100.0%

6/30/2006
49.5%
8.3%
42.2%
100.0%

9/30/2006 12/31/2006
50.3%
52.4%
8.1%
8.2%
41.5%
39.3%
100.0%
100.0%

3/31/2007
52.9%
8.4%
38.8%
100.0%

6/30/2007
54.1%
8.6%
37.3%
100.0%

9/30/2007 12/31/2007
57.1%
50.0%
8.0%
9.9%
34.9%
40.1%
100.0%
100.0%

3/31/2008
52.5%
9.4%
38.2%
100.0%

6/30/2008
52.8%
9.3%
37.9%
100.0%

Common Equity
Preferred Stock
Long-Term Debt
Total Capitalization

3/31/2009
50.0%
7.9%
42.1%
100.0%

6/30/2009
50.8%
7.8%
41.4%
100.0%

9/30/2009 12/31/2009
50.4%
50.2%
6.9%
6.9%
42.7%
42.9%
100.0%
100.0%

3/31/2010
50.7%
6.8%
42.5%
100.0%

6/30/2010
47.8%
6.5%
45.7%
100.0%

9/30/2010 12/31/2010
49.1%
48.7%
6.4%
6.4%
44.5%
44.9%
100.0%
100.0%

3/31/2011
48.5%
6.5%
45.0%
100.0%

6/30/2011
47.6%
5.3%
47.1%
100.0%

9/30/2008 12/31/2008
56.4%
49.8%
8.6%
7.9%
35.0%
42.3%
100.0%
100.0%

b. Dividends
IPL’s dividend policy calls for a regular quarterly dividend to the holding company in an amount
that produces an annual rate of $2.00 per allocated share of Alliant Energy common stock.
Alliant Energy in turn operates under a dividend policy targeting payment to its shareowners in
amounts equaling between 60 and 70 percent of the earnings of the two utility subsidiaries. The
IPL dividend policy appears to date from roughly 1998. It resulted from agreement among
stakeholders forged during the three-way merger that occurred in that period. Steady IPL
dividends up to the parent do not always leave the utility subsidiary within a desirable equity
ratio. Equity payments from Alliant into IPL seek to keep IPL equity in its target range of 45 to
50 percent. The next table summarizes (in millions of dollars) the contributions of equity from
the parent to the two utility subsidiaries and to Alliant Energy Resources.
IPL
WPL
Resources
2011 2010 2009 2011 2010 2009 2011 2010 2009
$54 $50 $150 $25 $75 $100 $65
The following table summarizes actual annual dividends from subsidiaries to the holding
company and from Alliant to shareholders for 2007 – 2011.
Alliant Energy Dividends 2007-2011 (Dollars in Millions)
Type
2007 2008 2009 2010
IPL Common Dividends
$610
$29
IPL Repayment of Capital
$75
$106 $118
WPL Common Dividends
$191
$91
$91
$110
Alliant Resources Common Dividends
Alliant Resources Repayment of Capital
$100
$65
Alliant Energy Dividends to Shareholders $143 $154 $166 $175
September 27, 2012

2011
$73
$101
$112
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The table shows swings in dividend and repayment of capital from IPL to Alliant Energy over
the five-year period. Alliant explained the variability as resulting primarily from the 2007 sale of
its transmission assets to ITC (discussed more fully in the Transmission Sale to ITC chapter of
this report):
At that time, IPL made a $500 million dividend to AEC to reduce IPL’s equity
capitalization ratio below 50 percent.(to the targeted level) This special dividend
limited IPL’s ability to pay dividends as its retained earnings balances were
reduced to extremely low levels. In June 2008, IPL received FERC approval to
pay up to $400 million in common equity distributions out of additional paid-in
capital (“repayments of capital”) rather than retained earnings. As a result, IPL
stopped paying regular quarterly dividends until November 2011. Instead, IPL
paid regular quarterly repayments of capital from November 2008 until when its
FERC authorization was fully utilized in August 2011. Given this dynamic,
amounts related to this repayment of capital for IPL in lieu of dividends are
included.
Alliant also cited the inclusion of repayments of capital for Alliant Energy Resources (the parent
of most of Alliant’s non-utility subsidiaries.) Alliant Energy Resources has not typically paid
dividends. In fact, it had negative retained earnings during this period. Alliant Energy Resources
did, however, make common equity distributions in the form of repayments of capital, because it
had positive common equity balances.
c. Credit Ratings
Credit ratings offer an important indicator of company financial health. The ratings and related
company rating reports can also provide warning signals if the operations of the utility or its
holding company and affiliates are affecting utility finances and credit.
IPL currently holds a credit rating on its senior unsecured debt (the corporate credit rating) of A3
with a negative outlook at Moody’s. The current Standard & Poor’s rating stands at BBB+ with a
stable outlook. The two ratings services are effectively converging on a credit rating between
BBB+ and A- for IPL. IPL commercial paper has a rating of Prime-2 at Moody’s and A-2 at
Standard & Poor’s. These ratings represent a medium grade within the upper tier of commercial
paper ratings.
Moody’s revised its outlook for IPL from stable to negative on September 30, 2011. Moody’s
rating rationale for IPL was stated as follows:
IPL’s A3 senior unsecured rating captures our opinion about the above-average
credit supportiveness of the regulatory environments under which it operates.
However, the rating is weakly positioned given the anticipated deterioration of
IPL’s credit metrics amid increased indebtedness to fund its substantial capital
expenditure program. The rating also factors Alliant’s conservative business
strategy and its focus on growing its regulated asset base (over 90% of the
consolidated assets) following its progressive divestiture of several non-regulated
investments. While Alliant targets to distribute between 60 to 70% of its utility
earnings, Moody’s recognizes that IPL has received periodic equity contributions
September 27, 2012
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from Alliant so that the utility maintains a common equity ratio of at least 45%.
The one notch difference in rating between IPL and its sister utility, Wisconsin
Power and Light Company (WPL: A2, negative) is largely driven by the lack of
any significant dividend restrictions between IPL and Alliant. To make dividend
distributions IPL is only required to inform regulators should its common equity
ratio fall below 42%. The difference also reflects WPL’s larger exposure to FERC
oversight and IPL’s slightly larger industrial customer base resulting in more
cyclical exposure risk for its power demand.
Moody’s credit evaluation considers IPL’s historical credit metrics and projected credit metrics,
which the rating agency evaluated at A3 and Baa1, respectively. Moody’s presented the
following chart of IPL credit rating considerations as of September 30, 2011.

Factor
1
2
3

4

Rating

Title
Regulatory Framework
Ability to Recover Costs and Earn Returns
Diversification
a) Market Position
b) Generation and Fuel Diversity
Financial Strength, Liquidity
and Key Financial Metrics (3-yr average)
a) Liquidity
b) Cash from Operations/Interest
c) Cash from Operations/Debt
d) Cash from Operations – Dividends/Debt
e) Debt/Capitalization

a) Baa
b) Baa

June ‘11
12-18 month
Forward View
Measure
Score
N/A
A
N/A
Baa
N/A
a) Baa
b) Baa

a) Baa
b) Aa
c) A
d) A
e) A

b) 3-4X
c) 18-22%
d) 9-17%
e) 35-45%

Current
@ 12/31/2010

Regulated E&G Industry Factors
Weight
25%
25%
10%

Measure
N/A
N/A
N/A

Score
A
A

40%

b)6.7%
b) 26.1%
c) 24.3%
d) 39.8%

a) Indicated Rating from Grid
b) Actual Rating Assigned

a) A3
b) A3

a) Baa
b) Baa
c) Baa
d) Baa
e) A
a) Baa1
b) A3

Company financial managers believe that Moody’s also has concern about the three-year Iowa
rate freeze and about the regulatory schedule for refunding to customers tax benefits already
realized. The strategic plan has included the goal of maintaining “solid investment grade ratings”
for the utilities, which would entail maintaining credit ratings above the Baa3/BBB- levels (the
lowest investment grade ratings). Moody’s has calculated the IPL projected credit metrics as
shown above based on the financial forecasts included in the strategic plan, which Moody’s
reviewed as part of the credit rating process.

2. Financing and Cash Management
a. IPL Long-Term Debt
The outstanding IPL long-term debt consists of several series of senior debentures and one series
of pollution control revenue bonds. IPL no longer has any outstanding first mortgage bonds. The
mortgage indentures were removed several years ago. IPL now has one indenture that covers all
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senior debenture issuances. IPL previously had four different mortgages surviving as legacies of
the smaller utilities that have been consolidated.
IPL maintains an S-3 shelf registration with the SEC for $800 million of preferred stock and debt
securities. The shelf registration will remain valid for three years (until the end of 2014). It
includes a flexible range of security issuances. The Alliant financial managers use three to fiveyear forecasts to determine the internal cash generation and external funding needs of the
utilities, and provide input to the corporate planners regarding debt and equity financings. The
Alliant financial managers determine those debt issuances or equity capital injections from
Alliant Energy that provide a best fit on cost, yield curve and capital structure bases. These
managers determine the existing debt maturity schedule and the types of maturities and debt
instrument durations that provide the best fit and optimum cost. The company and its investment
bankers then evaluate the estimated market pricing for various debt maturities and choose the
best fit on a cost basis, considering how the maturity schedule aligns with the rest of the debt
portfolio. For instance, Alliant considers 15-year debt instruments in the current market to be
relatively expensive as compared to shorter maturities based on market conditions current at the
time of our audit field work. The financial managers determine the timing, amount, term and
whether a public or private issuance is preferred.
The relatively more active markets for five, 10 and 30-year maturities have comprised Alliant’s
primary options for long-term debt. The Company is also evaluating medium-term notes with
terms from two to seven years for use by IPL.
IPL made two 2010 issuances of senior debentures that had 5- and 10-year maturities. In June
2010, IPL issued $150 million of 3.3 percent senior debentures due in 2015. Two months later,
IPL issued $200 million of 3.65 percent senior debentures due in 2020. Proceeds from the second
issuance retired $200 million of IPL’s 6.75 percent senior debentures due in 2011. The following
chart shows IPL’s long-term debt outstanding at year-end 2010 and 2011.
IPL Long-term Debt ($ in millions)
Item
2011
2010
Senior Debentures
3.3% due 2015
$150
$150
5.875% due 2018
$100
$100
7.25% due 2018
$250
$250
3.65% due 2020
$200
$200
5.5% due 2025
$50
$50
6.45% due 2033
$100
$100
6.3% due 2034
$125
$125
6.25% due 2039
$300
$300
Pollution Control Revenue Bonds
5% due 2014
$38.4
$38.4
Unamortized debt discount
$(4.4)
$(4.8)
Long-term Debt, net
$1,309.0 $1,308.6
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b. IPL Lines of Credit and Commercial Paper Programs
IPL has a receivables purchase and sale agreement for up to $180 million maximum outstanding
with Victory Receivables (Bank of Tokyo/Mitsubishi). This agreement serves as the favored
source of IPL short-term borrowing. The receivables facility is with the third-party financial
institution; the parties structured it to buy at a favorable effective interest rate IPL’s accounts
receivable and unbilled revenue until payment receipt. The Company financial managers advise
that the receivables facility provides a short-term debt source that varies in size with the seasonal
levels of accounts receivable booked by IPL. Average daily proceeds from the facility amounted
to $118.1 million in 2011. The receivables facility usually offers the least expensive source of
funding, even when compared to the IPL commercial paper program. The receivables program
also provides additional borrowing capacity by freeing the IPL commercial paper program to
meet other borrowing requirements.
IPL’s $300 million commercial paper program also funds the working capital needs of utility
operations. The commercial paper program uses four primary commercial paper dealers: JP
Morgan, Wells Fargo, Bank of America and UBS. The IPL commercial paper program carries a
rating of A2 by Standard and Poor’s and P2 by Moody’s. The utility also has a $300 million,
five-year line of credit with 12 banks that was syndicated by JP Morgan and Wells Fargo. This
line of credit, established in December 2011, replaced a similar facility. The credit facility serves
primarily as a market-required liquidity backup for the commercial paper program. Use of the
commercial paper program offers pricing savings of 50 basis points or more when compared
with borrowing from the credit facility. IPL rarely borrows directly from the line of credit.
The Alliant Energy holding company and WPL have commercial paper programs and bank
credit facilities parallel to those of IPL. The holding company commercial paper program and
credit facility are for $300 million. WPL has a commercial paper program and credit facility of
$400 million. Each of the three programs uses J.P. Morgan, Wells Fargo, Bank of America and
UBS as commercial paper dealers. A syndicated bank group provides three separate credit
facilities to the holding company, IPL and WPL. These credit facilities total $1.0 billion. Each of
the three credit facilities was renewed for a five-year term in December 2011.
A loan agreement with the parent company offers a fourth and final source of short-term funding
for IPL. The utility may borrow from the holding company at the lower of the IPL or Alliant
Energy commercial paper rates, or at the common investment rate. The holding company may
lend to IPL, but may not borrow funds from the utility.
c. Daily Cash Management
The cash management operations for IPL, WPL, Alliant Energy, Alliant Energy Resources and
ServCo comprise five separate but jointly-run operations structured to meet the liquidity needs of
the utilities, holding company and the Alliant Resources affiliates. Cash management systems,
bank accounts and bank lines of credit create opportunities for the co-mingling of funds between
regulated and non-utility operations. Holding companies need to clearly segregate systems,
accounts, and funding sources. IPL and WPL each have its own, separate commercial paper
programs and bank lines of credit to provide borrowing capability to fund their everyday utility
operations. The Alliant Energy holding company also has a commercial paper program separate

September 27, 2012

Page IV-6
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Finance and Budgeting

Management and Operations Audit of
Interstate Power and Light

from that of the utilities. It provides short-term funding for the holding company, Alliant Energy
Resources, and ServCo.
Alliant has established parallel cash management systems that run on an Oracle/PeopleSoft
system. This system includes a treasury work station module. Each of the five cash management
programs uses individual bank accounts at Wells Fargo. The cash managers performed the daily
cash management operations in parallel for each of the five entities mentioned above.
Cash management operations tend to occur early each business morning and get completed by
about noon. The cash managers first review bank daily reports for each of the entity accounts
(which include the previous day’s activity and receipts from a variety of sources), the previous
day’s disbursements, and the daily starting balance for each account. They next review a daily
report from accounts payable for the coming day. This report details disbursements planned for
that day. Automated clearing house transactions for the following day and e-transfers are also
reviewed. The cash managers then perform calculations that include the starting account
balances and the estimated receipts and disbursements for the day. They calculate the estimated
net cash need or excess funds for each of the five parallel cash management programs to
determine the borrowing or investing that must be performed for that day.
After the determination of daily cash needs, the cash managers next contact the regular
commercial paper dealers to determine the best pricing and mix of incremental borrowing
sources. The borrowing or investing for each of the cash management programs tends to be on a
very short-term basis only. Alliant companies generally do not issue commercial paper with
maturities of more than one day. The cash managers then execute the borrowing or investing
required for each program for that day. The activity for IPL may include additional borrowing or
repayment to the receivables credit facility as the first funding source. IPL may also borrow
using its commercial paper program backed by the bank credit facility. It may also, on rare
occasions, borrow directly from the credit facility. The receivables credit facility provides IPL
with a liquidity source not available to WPL. The latter has a larger commercial paper program
and credit facility.
The separate sets of bank accounts for each of the cash management operations are in the name
of Alliant Energy and its four primary subsidiaries (IPL, WPL, Alliant Energy Corporate
Services and Alliant Energy Resources). Each entity uses a main concentration account through
Wells Fargo and a series of subaccounts. These subaccounts settle into the main concentration
account daily. The subaccounts serve primarily for specific receipt or disbursement activities,
such as processing payroll activity or receiving customer payments through an e-pay portal. The
treasury group manages the banking relationship for the five entities. This responsibility includes
managing internal access to the bank accounts and overseeing the level of service provided by
the various relationship banks. The following schematic shows the IPL bank account structure at
Wells Fargo. Similar and separate account structures also apply to each of the other four sets of
bank accounts.
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The Alliant cash managers do not prepare detailed cash forecasts that project cash requirements
or excesses for days or weeks into the future. They do perform daily calculations to determine
cash positions. They do not use cash forecasts in their daily operations. Borrowing on an
overnight basis obviates the need for cash forecasts. For longer-term cash management planning,
the budget and shorter-term financial plans estimate each utility’s cash position as of the end of
each month. These forecasts include monthly cash information that focuses on the end of the
current month and on month-end cash position estimates for the rest of the current year.
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Financial planning personnel update actual cash positions for previous months, and roll them into
the calculations for future months.
d. IPL Borrowing Levels
The next chart provides the average of short-term debt and short-term investments for IPL by
month for 2009 through 2011.

3. Financial Insulation
The operations, structure and financial results of a holding company parent and its other
subsidiaries can substantially affect an independently healthy utility’s financial condition. A
utility subsidiary’s financial well-being can be adversely affected by conditions at the parent and
at affiliates operating other businesses, despite their existence as distinct and separate corporate
entities within the corporate family. Sound protection of the utility entity begins with the
recognition of key risks, and walling the utility off from them through a range of tools, including
protective requirements and covenants, separate cash management accounts and systems,
structural safeguards and bankruptcy protections. The most effective method of enforcing such
protections comes through external mandates by a regulatory body; in the case of a utility, from
its state utility regulatory commission. Such mandated protections do not exist at the sufferance
of management or smaller groups of outside stakeholders, giving them more reliability and
greater assurances of remaining effective when most needed.
a. Financing Documents and Covenants
We examined the debt financing of the Alliant holding company and IPL as an area that has
proven to create risks for utilities in our experience. Holding company or non-utility affiliate
debt may be tied to the utility entity in either direct or indirect ways. Encumbrances on utility
assets from affiliate entities or the holding company, cross-default provisions in debt documents,
or interlocking “material adverse change” clauses that could negatively affect the utility
comprise a principal area of concern. The parent and affiliate credit and debt covenants should
not have lender recourse to the utility.
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The Alliant Energy and IPL credit agreements, dated December 14, 2011, represent the most
important utility holding company documents regarding covenants.
These credit agreements generally prohibit, with limited exceptions, placing liens on any of the
property of Alliant Energy or IPL, and their respective subsidiaries. The credit agreements also
require that proceeds from asset sales in excess of 20 percent of the borrower’s assets be used to
reduce the commitments of the banks under the agreements. Prohibiting liens and allowing asset
sales of moderate size both comprise positive aspects of these agreements in terms of protecting
utility credit.
The credit agreements permit customary default events that do not expose the utilities to
potential affiliate harm. Most importantly, a default by Alliant Energy, ServCo or Resources
would not trigger a cross-default under the IPL or WPL credit agreements. A default by either of
IPL or WPL would also not cause a cross-default event for the other. A cross-default would only
be triggered under the IPL or WPL credit agreements if the utilities themselves default on other
debt totaling $50 million or more. The credit agreements also do not require a material adverse
change representation for borrowings under the credit agreements. Each of these provisions is
positive from a utility protection standpoint.
The lenders may declare any outstanding borrowings under the credit agreements to be
immediately due upon a default under the credit agreements. A bankruptcy would also cause
outstanding obligations under each respective credit agreements to come immediately due. We
found these provisions to be of the standard types. They would cause defaults or bankruptcies to
affect only the party defaulting, importantly, not its affiliates.
The IPL accounts receivable program includes a cross-default provision that triggers should
either IPL or Alliant Energy incur an event of default totaling $50 million or more. Such event of
default under IPL’s receivable program would allow the counterparty to terminate the agreement
due to a failure by Alliant Energy. The reason for the inclusion of this clause is that Alliant
Energy specifically guarantees the performance and payments of IPL and the holding company
corporate services in the related “Alliant Energy Agreement.” Cross-default provisions are
generally not favorable for IPL in that the receivables agreement would terminate upon default
by the holding company.
The holding company, the IPL, and the WPL credit agreements all contain a covenant requiring
maintenance of minimum debt-to-capital ratios for borrowing. IPL must have total long- and
short- term debt of less than 58 percent and Alliant Energy of less than 65 percent under this
covenant. IPL’s actual debt percentage was 46 percent at the end of 2011. Financial covenants in
utility credit agreements should be based solely on the financial results of the utility, which is the
case in these agreements.
b. Intercompany Loans and Money Pools
Another area of concern we have previously observed regarding utility financial insulation has
arisen in the context of cash management, money pools, inter-company loans, and parent
financial support of unregulated activities.
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The cash management operations we described in section 2 of this chapter do not pose to IPL
dangers of holding company or affiliate origin. IPL does not participate in any money pool
within the Alliant Energy holding company. A money pool exists for use by the Alliant Energy
non-utility entities only. IPL and WPL are not participants. The utilities also do not participate in
a “utilities-only” money pool. Money pools can pose significant problems for utilities if the
participating entities have differing financial strengths, yet are allowed to freely borrow and lend
among each other. Such a situation does not apply for Alliant Energy and IPL.
The parent holding company also supports its non-utility businesses through the provision of
guarantees and credit support as necessary. Alliant Energy provides some guarantees for its nonutility businesses, but the small relative size of these operations and related guarantees makes the
risk to the utilities very slight. Alliant Energy and its affiliates also do not conduct sizable energy
trading operations, which eliminates what has perhaps caused the greatest financial and liquidity
dangers historically at utility holding companies.
IPL participates in only one inter-company loan agreement; i.e., the “IPL Intercompany
Borrowing Agreement” with Alliant Energy. This agreement can operate in only one direction.
IPL may borrow from the holding company, but the holding company cannot borrow from IPL.
The utility may borrow from the parent company “only if the cost of intercompany borrowing is
equal to or less than the cost of issuing commercial paper or direct borrowing under IPL’s credit
agreement.” The borrowing cost limitations and prohibition of loans by IPL reasonably insulate
IPL.
c. Credit Contagion and Funds Flow Restrictions
An important risk in the area of utility financial insulation is that a financially distressed holding
company parent may have the ability and the incentive to deplete the assets of its utility
subsidiary or to encumber it with liabilities. For instance, the parent may remove or transfer cash
from the utility to cure financial or liquidity needs elsewhere in the corporate family. Such
transfers could come in the form of dividends, special equity distributions, or other creative
measures.
Traditional utility holding company corporate and legal structures have not provided effective
protection from such transfers, contrary to the arguments of many holding companies. The
holding company structure dates to the 1980s era as a separation “solution.” It has in numerous
cases proven ineffective in protecting utilities from the financial dangers of affiliates and the
comingling of funds. Numerous cases of severe credit contagion and actual threats to utility
liquidity have arisen. Best practice has been to institute specific “ring fencing” techniques to
mitigate threats to utility financial harm not of its own making.
Protection of utility equity capital has been found to hold a key to protecting the financial status
of utilities from such dangers. Such protections have the most vitality when enforced through
external mandates by the relevant state utility regulatory commission.
IPL’s most significant regulatory limitation on distributions to its parent company requires the
utility to “obtain IUB approval for a reasonable utility capital structure” if its common equity
ratio falls below 42 percent of total capitalization. WPL’s most significant regulatory limitation
September 27, 2012
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on distributions to its parent company, by contrast comes from an order issued by the Wisconsin
Public Service Commission in 2009. That order prohibits WPL from paying annual common
stock dividends in excess of $112 million if WPL’s common stock equity ratio is or will fall
below 51.01 percent. WPL’s dividends are also restricted to the extent that they would reduce
WPL’s common stock equity ratio to less than 25 percent. The WPL equity protection is
considered an effective measure while the IPL limitation is not, as verified by Moody’s credit
analysis of the two entities.
d. Bankruptcy Protections
Bankruptcy protections for utilities are also important. A bankrupt parent company may
voluntarily file for bankruptcy, regardless of the utility subsidiary’s financial health. In the event
that the distressed parent files for bankruptcy, a bankruptcy court might find it appropriate to
substantively consolidate the assets and liabilities of the financially healthy utility subsidiary
with those of its insolvent parent. The court may then treat them as if all such assets and
liabilities belong to one entity. IPL does not have in place bankruptcy protections that target
these specific weaknesses and exposures to affiliate insolvencies.

4. Pensions and Tax Policies
a. Pension and Benefit Plans
Alliant Energy and IPL provide retirement benefits to many of their employees through defined
benefit pension plans. The defined benefit pension plans are currently closed to new hires.
Alliant Energy and IPL also provide defined benefit postretirement health care benefits to
eligible retirees. The obligations for paying for pension and postretirement health benefits
comprise major IPL liabilities. Actuaries closely measured them and they require sufficient
funding by the utility on an ongoing basis. Many pension plans have become underfunded in
recent years, especially with the high levels of volatility in returns on the assets dedicated to
funding their obligations.
The actuarial estimates of the present value of benefit obligations and the related funding assets
depend upon key assumptions input into detailed valuation analysis performed annually. The
discount rate for future benefit liabilities and the assumed rate of increases for employee
compensation and medical costs comprise important determining factors in arriving at the
present value of such obligations. The expected rate of return on the plan assets that fund the
benefit obligations serves as a key determining factor in evaluating the adequacy of funding
levels. The next table shows assumptions used in the measurement of IPL’s benefit obligations
and funding assets for 2009 through 2011.
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Discount rate for benefit obligations
Discount rate for net periodic cost
Expected rate of return on plan
assets
Rate of compensation increase
Medical cost trend on covered
charges:
Initial trend rate (end of year)
Ultimate trend rate

Qualified Defined
Benefit Pension Plans
2011
2010
2009
4.95% 5.70% 5.80%
5.70% 5.80% 6.15%

Other Postretirement
Benefits Plans
2011
2010
2009
4.60% 5.25% 5.55%
5.25% 5.55% 6.15%

7.90%

8%

8.25%

7.30%

7.10%

8.25%

3.50%

3.50%

3.50%

3.50%

3.50%

3.50%

N/A
N/A

N/A
N/A

N/A
N/A

8%
5%

7%
5%

7.50%
5%

The “funded status” of the benefit plans offers an important measure of the adequacy of the
assets set aside to fund the benefit obligations. Calculations annually performed by the benefits
actuary measure the fair value of the assets of each plan and the present value of future estimated
benefit obligations. The table below shows the actuarial estimates of the funded status of IPL’s
retirement benefit plans for the past two years..
Qualified Defined
Benefit Pension
Plans
2011
2010
Change in projected benefit obligation:
Net projected benefit obligation at Jan. 1
Service cost
Interest cost
Plan participants’ contributions
Plan amendments
Actuarial (gain) loss
Early Retiree Reinsurance Program
proceeds
Gross benefits paid
Federal subsidy on other postretirement
benefits paid
Net projected benefit obligation at Dec.
31
Change in plan assets:
Fair value of plan assets at Jan. 1

$293.8
6.1
16.7
—
—
45.2

$284.3
6.2
16.5
—
—
3.1

—

—

(17.3)

(16.3)

—

Other Postretirement
Benefits Plans
2011
$128.5
2.6
5.5
2.0
(30.1)
(2.7)
0.2

2010
$123.9
3.4
6.8
1.6
(1.7)
4.0
—

(9.1)

(10.1)

—

0.6

0.6

344.5

293.8

97.5

128.5

256.9

242.8

77.5

68.4
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Actual return on plan assets
Employer contributions
Plan participants’ contributions
Gross benefits paid

9.1
50.0
—
(17.3)

30.4
—
—
(16.3)

1.4
2.9
2.0
(9.1)

9.6
8.0
1.6
(10.1)

Fair value of plan assets at Dec. 31
IPL Funded Status at 12/31/2011

298.7
86.7%

256.9
87.4%

74.7
76.6%

77.5
60.3%

The data show that the funded status of IPL’s pension plan has ranged from 86 to 88 percent for
2010 and 2011, including a pension plan contribution of $50 million in December 2011. The
actual return on plan assets of 3.9 percent ran well below the 2011 assumption of 7.9 percent. By
contrast, 2010’s actual return exceeded by a healthy margin the assumed level of 8 percent.
Alliant has maintained the funded percentage between 85 and 90 percent in recent years, making
contributions as required.
The Alliant companies amended the post retirement health care benefits in May 2011, reducing
the benefit obligation in this category by about $30 million for IPL. This amendment increased
IPL’s funded status on other postretirement benefits to a level of 76.6 percent at year-end 2011.
Alliant Energy manages a master trust that invests the assets of the pension plans. The master
trust includes a mix among asset classes that follows long-term asset allocation targets. Alliant’s
asset allocation for the pension plans shows an investment posture weighted towards equity
holdings. The next tables show the current target range and actual allocations for Alliant
Energy’s, IPL’s and WPL’s defined benefit pension plan assets at year end 2011:
Target
Actual
Range
Allocation
Allocation
Cash and equivalents
Equity securities:
U.S. large cap core
U.S. large cap value
U.S. large cap growth
U.S. small cap value
U.S. small cap growth
International - developed
markets
International - emerging
markets
Fixed income securities

0%-5%

13%

10%-20%
8%-16%
8%-16%
0%-6%
0%-4%

12%
10%
10%
3%
2%

12%-24%

14%

0%-8%

4%

20%-40%

32%

The following table provides the asset allocations, expected returns, and actual returns on the
Alliant pension master trust for each year from 2006-2011.
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One Year
Return
12/31/2006
12/31/2007
12/31/2008
12/31/2009
12/31/2010
12/31/2011

13.20%
7.70%
-28.80%
23.40%
13.30%
3.90%

Asset Allocation
Fixed
Equity
Income
73%
27%
71%
29%
70%
30%
66%
34%
67%
33%
67%
33%

Management and Operations Audit of
Interstate Power and Light

Return on
Asset
Assumption
8.50%
8.50%
8.50%
8.25%
8.00%
7.90%

b. Tax Consolidation
The Alliant companies consolidate their federal income tax filing. Almost all utility holding
companies do so. The Company’s Tax Allocation Agreement calls for IPL (and all other
affiliates) to contribute for income taxes as if it were a stand-alone business. Under the Tax
Sharing Agreement, IPL and all other members of the “tax group” consent to be included in the
consolidated return.
The process and steps agreed upon in the Tax Allocation Agreement are:
• IPL and the other members compute their tax liability on a stand-alone basis, and
determine “separate company taxable income.”
• IPL and other members generating a net tax liability on a stand-alone basis pay the
amount of such a “cash call” liability to Alliant Energy quarterly.
• IPL and other members incurring a net operating loss, alternative minimum tax
prepayments, or tax credits on a stand-alone basis receive a “negative allocation” to the
extent such savings can be utilized.
• All tax payments or refunds, including estimated tax payments, as calculated are paid by
IPL to Alliant Energy or by Alliant to IPL by the due date for quarterly estimated
payments that are made to the taxing authority.
Each Alliant subsidiary company receives a “cash call” statement quarterly; payments are made
if the subsidiary company owes taxes to the holding company. Payments for operating losses are
made to subsidiaries by the holding company. The Alliant companies have generated net
operating losses for tax purposes since 2006. The bonus tax depreciation that has been allowed
on utility assets during these years has been a major contributor to generating the operating
losses. For example, the bonus depreciation for the Alliant companies was over $500 million in
2011 alone. The two utility companies also generate substantial amounts of tax credits for wind
facilities that reduce income taxes.
The Alliant income tax process begins with a monthly tax provisioning process to estimate
federal and state tax requirements. A tax provision model is used to estimate tax schedules by
subsidiary company and for Alliant consolidated that mimics the entries on corporate tax returns.
The Alliant tax department eventually prepares the consolidated tax return with all supporting
schedules. The department also prepares a “true-up” that compares tax provision estimates to the
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actual filed tax return information. The true-up reconciles the differences between the tax
provisioning schedules and the actual tax liability.
The Alliant tax department, in conjunction with Deloitte and Touche, engaged in a major project
to amend the tax treatment for previous repairs on utility assets that were capitalized for book
purposes. In 2009, the IRS allowed an automatic tax treatment for a cumulative adjustment of
repair expenditures that had been made beginning in 1990. The IRS treatment allowed repair
expenditures previously capitalized to be treated as tax deductible operating expenses, causing a
large reduction in taxable income for federal and state tax returns starting in 1990. Alliant
prepared an amendment to its original 2008 tax return. The amendment changed repair
deductions from $259 million to $527 million over the historical period, producing a total cash
benefit to WPL and IPL of about $105 million.
An extension of this project sought to redefine additional property asset expenditures to enable
the expensing of additional repairs that had been previously capitalized for tax purposes. Electric
distribution assets were estimated to account for 65 percent of the amendments, electric
generation assets 25 percent and gas distribution assets 10 percent. Processes were implemented
to automatically calculate and track asset repairs deductions. The impact of a portion of the
deductions was targeted to take place in the 2011, 2012 and 2013 tax years, estimated at $60
million, $80 million and $60 million respectively for IPL.
IPL’s most recent Iowa electric rate case produced a tax benefit rider as a vehicle to return the
repairs tax benefits to customers. The billing credit targets for 2011 through 2013 were
consistent with the tax benefits estimates discussed above. The total estimated benefit for IPL
electric and gas customers is over $400 million, of which $200 million will be flowed back to
electric customers through the tax rider in 2011 through 2013.

5. Budgeting
Annual budgeting follows the annual strategic planning process. A Board presentation in July or
August of each year serves as a major milestone. The strategic financial plan includes either five
or 10 years of financial projections. It includes financial targets, capital expenditures, and levels
of operating expenses. The formal budgeting process begins in the late summer, and continues
through December. The next illustration shows the flows between the strategic plans and
performance management.
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The Strategic Planning Committee (“SPC”) first provides a targeted level of capital expenditures
and operating expenses for each of the Alliant business units. Strategic plans, specific major
capital projects planned for the year, and meeting financial targets for the budget year drive the
establishment of these targets. The financial targets include earnings growth, allowed return on
equity for each utility, and specific credit metrics. Alliant seeks to balance financial results to
maintain long-term customer rate impacts within a range determined in the strategic plan.
Alliant personnel generate budgeting instructions for use by the business and financial planning
leads and managers of each of the four business units. Generation, energy delivery, energy
resource development, and corporate services comprise those units. Each business unit then
prepares a bottom-up budget. Their work transforms the financial elements of the strategic plan
into multiple calendar years of more detailed financial plans. The results for the first of those two
years make up the annual, detailed capital expenditures and operating expense budgets that
eventually come before executives and the Board of Directors for approval. Each business and
utility assembles a capital expenditures and an operating expense budget. Alliant’s finance group
then combines these two primary inputs to form income statements, balance sheets, and cash
flow statements for two years. They use the budgeting module of the “UI Planner” financial
model to produce three or five years of forecasts. Following final adjustments, the first-year
information is then ready for executive and Board review and approval as part of the budgeting
process. By late December and early into the budget year, review and adjustment focuses on the
second and third plan years. Financial personnel sometimes continue thereafter to examine and
adjust the results of planning for the fourth and fifth years out.
The managers of each of the four business units and their financial leads assemble operating
expense budgets from the bottom up. The Alliant finance group provides a labor file to each
business unit. It includes the current number of employees, their wage levels, and assumptions
for wage increases for the next two years.

September 27, 2012

Page IV-17
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Finance and Budgeting

Management and Operations Audit of
Interstate Power and Light

The business unit financial planning leads enter bottom-up data directly into the UI Planner
model. Their goal is to meet the capital and operating expense targets set at the top by the SPC.
When their preliminary results exceed targets, the financial planning leads assess risk and work
with other business units to allocate dollars between the units. They may also prepare a special
request for additional budget dollars from the SPC. Special requests require a specific
justification for additional dollars. Examples of such requests include new projects or an
unplanned occurrence, such as an asset failure. The business-unit financial planning leads
prioritize the elements of their budgets as they prepare them.
The business units then send their bottom-up budgets to the central finance group. This group
refines them for presentation to the Vice President - Regulatory and Financial Planning. This
vice president in turn presents the budgets to the SPC and executive staff. October generally
comprises a central month for the executive review process. The executives provide the Board of
Directors with an “early look” at the following year’s budget at this time of year, in order to
secure feedback while the budgets remain in a developmental stage. Budget review and
discussions at the executive staff level may extend past October. Alliant targets the Board’s
December meeting for final Board budget approval.
Using the 2012 budget as an example, management described Board member questions (at the
December 2011 meeting) as addressing the ability to grow earnings, earn its authorized return,
and maintain investment grade credit ratings, and the corresponding impact to customer rates.
Management describes the Board as mindful of the customer impacts of budgets, and as focused
on avoiding rate increases as the primary driver of earnings growth. We observed that the
Board’s discussion surrounding 2012 budget approval addressed the multiple factors affecting
customer rates such as fuel cost, rate base additions, O&M trends, transmission costs, and sales
volumes. We also noted discussion of the impacts of nonrecurring, but major items, such as
expiring PPA contracts and the tax benefit rider.
The Alliant Board approves the one-year capital expenditures budget and a one-year operating
expense plan for each of the business units, as well as for each of the utilities. The next tables
summarize IPL’s approved 2012 capital and operating expense and they show the second and
third years of the plan. The Alliant Board approves only the budgets for the first, or coming year.
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Figure is Confidential

IPL Direct Capital Expenditures Budget
Figure is Confidential

6. Budget Performance Management
Alliant uses what it terms the “Outlook” system for measuring performance against budgets.
Outlook provides monthly updates to capital expenditure and operating expense spending and
related variances from the budget. The centralized financial planning and analysis group
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manages the Outlook system. This group consolidates high-level financial variance information.
The UI Planner financial system prepares the Outlook reports. Outlook provides monthly
variance-to-budget information and it updates the annual budget. These monthly updates and
associated reports reflect actual year-to-date spending and updated information for the remainder
of the budget year. The financial planning group collects variance information from the four
business unit financial planning leads to feed the updating process. The higher-level corporate
variance reports show variances on a business unit and legal entity basis. Detailed “official”
Outlook reports are prepared at the end of the first quarter, second quarter and each month
thereafter until the end of the budget year.
The business and financial planning leads within each of the four business units prepare more
detailed monthly variance reports. They also prepare variance presentations and analysis specific
to the business unit and its management. Consideration of means to address variances takes place
within each business unit. Alliant describes the responsibility for addressing variances as
“collective” within each business unit. Managers directly responsible for the activities causing
costs have first responsibility for addressing variances. Continuation of variances can lead to
elevation of the matter to the vice presidential level within the unit. The business units have
regular monthly meetings to discuss budget performance and variances. Flexibility exists to
reallocate budget dollars within sections of the business unit to address a particular problem
while continuing to remain within the business unit’s overall budget. When intra-unit measures
do not fully resolve variances, the corporate financial planning group is informed, for the
purpose of considering higher level corrective action and informing stakeholders as necessary.
The monthly business unit meetings (discussed immediately above) use preliminary variance
reports as a basis for focusing their discussions of performance against budgets. The unit
financial planning leads issue those reports monthly and at a functional level, where required.
For example, each plant manager within the generation business unit gets a report. Major
variances comprise the primary discussion focus. Continuing with generation as an example, the
generation planning lead holds meetings with each plant manager to discuss the actual
expenditures and variances, a full-year projection versus the budget and the risks and
opportunities for the rest of the year. The generation business unit also uses a “budget gap tool”
and analysis process, starting around May of each year and continuing through October or
November. The planning lead rolls up the Outlook information to arrive at business unit totals
for performance measurement. The planning lead then provides this information to the corporate
financial planning group.
The budget leads place substantial importance on the Outlook variance information as a budget
management tool for use by business unit. Energy Delivery, for example, holds budget meetings
with all managers and directors on a monthly basis. Each director has indicative targets for
operating expenses. Measured variances from targets are discussed monthly. The directors have
the responsibility to mitigate variances within their own portions of each business unit.

C. Conclusions
1. Alliant has generally maintained a reasonable and cost-effective capital structure for
IPL, currently targeting a “minimum range” of 45 to 50 percent equity capital.
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The stated capital structure targets for IPL and WPL have implied a targeted minimum range for
equity capital between 45 and 50 percent of total capitalization. The capital structure statement
evolved in 2010 to add “… while maintaining financial capital structure targets consistent with
those approved by regulators.” IPL’s common equity ratio has since mid-2010 decreased to the
47 to 48 percent equity level included in its last rate case order.
IPL had earlier managed its equity level to near 50 percent. There were two notable exceptions:
the 57 percent level at September 30, 2007 and 56 percent at September 30, 2008 (as calculated
excluding short-term debt). We found these two anomalies understandable. Moreover, IPL
followed them with actions designed to move back toward targets.
The September 2007 situation began under an expectation that the substantial cash inflow from
the ITC sale would defer the need for issuing long-term debt to support Whispering Willow and
Sutherland #4 construction. IPL, however, was approaching the limits of its credit facility. To
address liquidity concerns, it secured a $100 million equity infusion from the parent. That
infusion pushed IPL’s equity level to the 57 percent level. IPL brought the level back to below
50 percent at year end by paying up a special dividend of $500 million after closing the ITC sale
in December.
By August 2008 (the time of the country-wide financial “melt down”) Alliant had already
experienced difficulty in placing its commercial paper. The parent supported IPL liquidity by
infusing equity into the utility and IPL took a number of other actions as hedges against
continuation of financial market difficulties at a time when the utility faced major spending
commitments (citing Whispering Willow and Lansing). The net effect of Alliant and IPL actions
was to increase equity to 56 percent. IPL actions succeeded in bringing equity to below 50
percent by the end of 2008.
Liberty found that IPL capital structure has been managed effectively and in accordance with a
reasonable targeted structure and rate case orders.
2. The combination of IPL’s dividends to the parent company and equity injections by
Alliant Energy into IPL have served to manage effectively the utility’s capital structure.
IPL has paid a dividend to the holding company that equates to $2 per share annually for a
number of years. Dividends from IPL and WPL support the dividend payments of the holding
company to its common shareholders. Alliant manages the levels of equity capital in IPL to its
long-term targets by occasionally injecting $50 million or more of equity funds into IPL to reach
targeted equity percentages that are consistent with authorized levels approved in rate cases.
3. IPL’s large capital expenditure program contributes to reduced cash flow projections
that threaten the Company’s strong credit ratings.
The company’s strategic plan has included the goal of maintaining “solid investment grade
ratings” for the utilities (above Baa3/BBB- levels). The Moody’s negative credit rating outlook
on IPL dated September 30, 2011 takes into consideration the rating agency’s expectations for
deterioration in IPL’s credit metrics, given the 2011 strategic plan capital expenditure and
funding program. The strategic plan included $650 to $750 million of capital expenditures on an
IPL natural gas-fired power plant from 2013-2016, as well as high levels of environmental
September 27, 2012

Page IV-21
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Finance and Budgeting

Management and Operations Audit of
Interstate Power and Light

investments on the Company’s coal plants. Moody’s used the company’s financial projections
for the 2011 strategic plan as a basis for calculating IPL’s future credit metrics.
Moody’s analysis concluded that IPL’s heavy capital spending would cause the Company’s
credit metrics to become commensurate with Moody’s Baa1 rating category, which would
represent a drop of one credit notch below the current A3 rating. The potential credit metric
deterioration noted by Moody’s specifically considered the capital outlays associated with the
possibility of adding a natural gas plant to the IPL fleet to replace the DAEC nuclear purchased
power agreement after its expiration in 2014. Moody’s incorporated some uncertainty about the
size of the capital expenditure programs required to meet new environmental rules; e.g., the
Cross-State Air Pollution rule issued by the EPA in July 2011. Moody’s also noted that further
credit downward pressure could result in the event of a perceived deterioration in the credit
supportiveness of the Iowa or Minnesota commissions, less than expected equity contributions
from Alliant to support the IPL capital program, or unanticipated additional capital spending.
Alliant financial managers believe that Moody’s has concern not only with the IPL capital
expenditure program, but also the three-year rate freeze in Iowa and the regulatory schedule for
refunding tax benefits to customers.
The Planning chapter of this report addresses planning for construction of the gas-fired power
plant and the economic considerations of the IPL electric resource plan.
4. Unlike WPL, IPL does not benefit from mandated minimum equity levels that enhance
financial insulation and relative credit strength. (Recommendation #1)
We view specific measures insulating utilities from holding company and non-utility affiliates as
central to ensuring that the utility’s credit status does not face undue threat from the financial
results and operations of these affiliates. We have often encountered opposition to such measures
on the grounds that the holding company does not operate in ways that create substantial
financial risk. The first problem with that view is that utility holding company financial problems
have often become extreme and have presented threats to utility credit strength (and therefore
costs) despite claims of a lack of risk. Second, where current holding company operations do not
entail large risk, there is no guarantee that future operations or even the risks of current
operations will remain static. There is no better time than a calm one to establish rational means
for taking easy, cost efficient measures to protect against the potential for stormier times.
Utility protection measures such as a minimum equity level, backed by regulatory compulsion,
such as is the case for WPL, serve as effective insulation tools. This is not just our opinion; the
credit rating agencies clearly emphasize regulatory underpinning as key in making such
measures reliable. IPL has a minimum equity level “notification” requirement set by the IUB.
That measure, as more recent industry history would indicate, does not provide an especially
strong protection for utility equity capital. Moody’s observed in its September 30, 2011 IPL
credit report that:
The one notch difference in rating between IPL and its sister utility, Wisconsin
Power and Light Company (WPL: A2, negative) is largely driven by the lack of
any significant dividend restrictions between IPL and Alliant. To make dividend
distributions IPL is only required to inform regulators should its common equity
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ratio fall below 42%. The difference also reflects WPL’s larger exposure to FERC
oversight and IPL’s slightly larger industrial customer base resulting in more
cyclical exposure risk for its power demand.
The difference between the credit ratings does not result solely from this factor, but it
nevertheless comprises a major one. The ease of removing this credit negative for IPL targets it
as a means for promoting least cost results for IPL capital costs.
5. IPL, WPL and Alliant Energy have appropriately separated and segregated cash
management systems, bank accounts, accounting, and funding sources.
IPL cash management is distinct and separate from that of the holding company parent and nonutility affiliates, as demonstrated by the Company through its daily operations, systems and bank
account structure. The systems, processes and accounts are distinctly separate, and no comingling of utility and affiliate funds will occur in the parallel cash management systems as they
are currently operated.
The Company has segregated the cash management of the non-utility affiliates under Resources
and the parent. Alliant, Resources and other affiliates are segregated from the utility cash
management processes and lines of credit. The utility line of credit agreement also is not subject
to any unreasonable financial covenants, cross-defaults, material adverse change clause, or other
financial requirements of the holding company or affiliates.
6. The IPL receivables purchase program, commercial paper program, and backing line
of credit effectively and efficiently meet the liquidity requirements of utility operations.
The $180 million IPL receivables program and the $300 million IPL commercial paper program
have sufficient size and accessibility to meet the liquidity needs of the utility’s substantial capital
expenditure plan. Both the receivables and commercial paper programs efficiently provide shortterm funding on a low-cost basis, and also include an appropriate liquidity backup facility
through the IPL credit facility.
7. The Alliant and IPL credit and financing agreements provide appropriate stand-alone
terms and covenants for the utility.
The Alliant and IPL credit agreements do not include covenants or provisions that would allow
harm to the utility from affiliate sources. The credit agreements generally prohibit placing liens
on property, are not restrictive with regard to utility asset sales, contain customary events of
default and do not expose the utilities to cross-defaults triggered by the holding company or
unregulated affiliates. Each of these provisions is positive from a utility protection standpoint.
8. The IPL receivables facility requires a parent guarantee that creates minor crossdefault exposure for IPL.
IPL’s accounts receivable program agreement (“Amended and Restated Receivables Purchase
and Sale Agreement” dated April 1, 2010) includes a cross-default provision that is triggered if
either IPL or Alliant Energy incurs an event of default totaling $50 million or more. The event of
default would allow the facility’s counterparties to terminate the agreement due to a failure by
Alliant Energy. The reason for the inclusion of this clause is that Alliant Energy specifically
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guarantees the performance and payments of IPL (“the Originator”) and Alliant Energy
Corporate Services (“the Collection Agent”) in the related “Alliant Energy Agreement”. The
cross-default provision, considered alone, is generally not favorable for IPL in that the
receivables agreement would terminate if there is a default at the holding company, and IPL’s
credit agreements should not be exposed to the risks of the holding company.
The receivables program structure is complex, and makes a guarantee from the parent necessary
for the controlling parties representing the lenders (Bank of Tokyo/Mitsubishi) to enter into the
governing agreements. The actual “seller” of the receivables is Alliant Energy SPE, a special
purpose entity established to facilitate the receivables transactions. It is a subsidiary of the
holding company. The “Collection Agent” in the agreements is Alliant Energy Corporate
Services, who operates the cash management systems that processes payments from IPL
customers related to the accounts receivable. Alliant Energy has to guarantee the performance
and payments of these two subsidiaries, as neither has the “deep pockets” that will ensure
performance and payments. As a result, the parent guarantee and the resulting cross-default
exposure for IPL is apparently a necessary, minor risk of structuring and accessing this low-cost
funding resource.
9. IPL does not have best practice bankruptcy protections in place to protect the utility.
(Recommendation #2)
Bankruptcy protections for utilities within a holding company structure provide a shield that
insulates the business from the threats and vagaries of bankruptcy processes that could involve
affiliates. For instance, a bankrupt parent company may voluntarily file for bankruptcy,
regardless of its utility subsidiary’s financial health. In the event that the distressed parent files
for bankruptcy, a bankruptcy court might find it appropriate to substantively consolidate the
assets and liabilities of the financially healthy utility subsidiary with those of its insolvent parent.
The court may then treat them as if all such assets and liabilities belong to one entity.
Alliant’s holding company and subsidiary operations currently do not pose any substantial risk of
bankruptcy to IPL; nevertheless, strong bankruptcy protections represent a “best practice” for
insulating utility operations. The time to implement protective measures such as bankruptcy
protections is when imminent threats are not present; waiting until threats to the utility are
present is akin to “closing the barn door after the horse has left.”
The threat of substantive consolidation of the utility in a parent bankruptcy may be prevented by
including in the utility’s charter specific provisions that separate the utility from the parent
company with regard to capitalization, business and purpose, separation of funding sources, and
separation of debt responsibilities. Other effective protections include non-consolidation
bankruptcy opinions protecting the utility and governance structures such as “golden preferred
shares” that specifically protect the utility.
10. Alliant has reduced its non-utility operations to size and risk levels that do not pose a
substantial threat to IPL.
Alliant Energy has reduced its diversified businesses to include only two primary pieces at this
point: a rail and barge transportation business and RMT, which develops wind and solar power
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projects. These two businesses under Alliant Energy Resources account for less than three
percent of the assets of Alliant Energy.
The transportation business includes the Cedar Rapids and Iowa City short-line railroad, a coal
transfer hub and a barge business that hauls coal, fertilizer and other commodities. Each of these
businesses has strong cash flow and requires only small amounts of additional capital over time.
The businesses also require little liquidity capacity that must be supported by the holding
company.
The RMT business does not have the favorable financial and risk characteristics of the
transportation business. Alliant has currently offered it for sale. The construction of wind and
solar power projects is capital and liquidity intensive, as well as being highly competitive in
today’s markets. According to the Company, RMT lost $0.19 per Alliant share in 2011, a
significant amount when considering the relatively small size of the business. Alliant has decided
that RMT is no longer a core business that fits the Company’s risk profile, and has hired an
advisor to assist in the sale of the business.
11. The IPL pension and health obligations are reasonably well funded.
The IPL pension plan funded status has been in the 86 to 88 percent range for 2010 and 2011,
including a pension plan contribution of $50 million in December 2011. These funding ratios are
at approximately the 75th percentile of a peer group of 53 companies assembled for a recent
Towers Watson benchmarking study prepared for the company. Alliant has maintained the
funded percentage between 85 and 90 percent in recent years, with pension plan contributions as
required.
The Alliant companies amended the postretirement health care benefits in May 2011, reducing
the benefit obligation substantially. This amendment increased IPL’s funded status on other
postretirement benefits to a level of 76.6 percent at year-end 2011.
12. Alliant’s pension plan asset allocation has appropriately moved near peer group
benchmarks in recent years.
Alliant’s asset allocation for funding its pension plan has become more conservative over the
past several years and currently is near peer group averages. At year-end 2006, Alliant’s master
trust for pensions was invested 73 percent in equity investments and 27 percent in fixed income
investments, representing a fairly aggressive portfolio.
Alliant has gradually decreased the percentage of equity investments to 67 percent and increased
the level of fixed income investments to 33 percent by the end of 2011. This compares with
Towers Watson’s 2010 peer group for Alliant Energy that included an average of 54.4 percent in
equity investments, 2.3 percent in private equity, 1.4 percent in hedge funds, 1.5 percent in real
estate, 4.1 percent in alternative investments, 34.4 percent in fixed income investments, and 1.8
percent in cash. The Alliant Energy pension asset allocation was somewhat less risky than that of
the “peer group average,” because it included no private equity, hedge fund, or real estate assets
in 2010 or 2011.
13. The Alliant Energy tax allocation process operates fairly and equitably for IPL.
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The tax allocation process performed by Alliant provides IPL with a consolidated forum for
ensuring that its tax payments are the same as if it were a stand-alone company. The Alliant tax
department performs quarterly tax provisioning, the annual consolidated tax returns, and
reconciliations of the provisioning vs. the actual tax liabilities. Each of these processes provides
for breaking the tax liabilities down by Alliant subsidiary to track individual company tax
responsibility.
14. Alliant Energy has effectively captured income tax reductions for IPL and its customers
by redefining capitalized repair costs.
Alliant’s project to redefine capitalized utility property expenditures as expenses has resulted in
significantly lower income taxes that have been passed to IPL customers in Iowa through a tax
benefit rider. The IPL tax reduction targets for 2011 through 2013 were $60 million, $80 million
and $60 million, respectively.
In the most recent IPL Iowa rate case, a tax benefit rider was included as a regulatory vehicle to
return the repairs tax benefits to customers. The total estimated benefit for IPL customers is over
$400 million, of which the targeted $200 million will be flowed back through the tax rider in
2011 through 2013. The remainder will be realized and flowed back to customers in subsequent
years.
15. Alliant budgeting is well-planned and executed from a structure and process
perspective.
First, please note that structure and process formed the focus of the budgeting review discussed
in this chapter. To the extent that the substance of the factors used in budgeting and how they are
used raise concerns, the chapters that address the functional area involved address them (e.g., see
the Electric Operations Chapter of this report).
The budgeting processes for IPL are planned and coordinated by the finance group within Alliant
central services. The budgeting process starts with targeted levels of capital and operating
expenditures that are based on strategic plans and major capital projects that are planned for the
year, and on meeting specific financial targets. The financial results are balanced to be consistent
with keeping long-term customer rate impacts within a range.
Bottom-up budgets are built within each of the four business units and submitted to the finance
group, who refine the budgets for executive review and presentations. Company executives
provide the Board of Directors with an “early look” at the following year’s budget in October;
suggestions from the Board may be received. Budget refinements occur from October until early
December. Board approval for the budget year is obtained at the December board meeting.
16. Alliant’s Outlook management reporting systems and variance management processes
effectively manage the performance of the capital and operating expense budgets.
Alliant effectively measures performance against established budgets with the Outlook system.
Outlook provides monthly updates to capital expenditure and operating expense spending and
related variances from the budget. The Outlook system includes monthly variance to annual
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budget information, as well as updates of the annual budget that take into account actual year-todate spending and updated information for the remainder of the budget year.
Budget performance and variance information is tracked in more detail within the four business
units. The corrective measures to mitigate variances are often established at this “ground level”
and are effective at Alliant. For higher-level budget performance information, in-depth Outlook
reports are prepared at the end of the first quarter, second quarter and each month thereafter until
the end of the budget year.

D. Recommendations
1. Propose to the IUB a replacement of the “minimum equity notification” requirement
with one that more effectively protects utility equity capital. (Conclusion #4)
IPL should draft a minimum equity requirement provision that is officially adopted by the IUB to
enhance its financial insulation and credit status. Such a provision should require that IPL
receive IUB approval prior to making any distribution, dividend or transfer that will reduce IPL
equity below the 42 percent or other minimum level specified by the IUB. The provision must
prohibit untoward reductions in IPL equity capital; requiring prior IUB approval would prevent
such undesirable actions by the holding company without IUB consideration. The minimum
equity requirement must be ordered by the commission to be recognized by the credit rating
agencies and other stakeholders as an effective utility insulation measure.
The Company has acknowledged that a new IPL minimum equity requirement would be
beneficial to the utility’s credit status, and is a minimal or no-cost solution. The Company has
agreed to draft and present a new minimum equity requirement statement to the IUB for its
consideration and adoption.
2. Implement state-of-the art bankruptcy protections for IPL. (Conclusion #9)
Liberty recommends that Alliant first investigate bankruptcy protection measures for IPL and
determine the most effective and low-cost measures available. This area is one that has been
constantly evolving over the past 10 to 15 years; extremely simple and low-cost solutions have
been used in other jurisdictions that are effective in protecting the utility. Alliant should
implement the bankruptcy protection measures for IPL that it finds are effective, simple and lowcost.
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V. Construction Program Planning
A. Background
Liberty’s review of construction program planning addressed the inter-related subjects depicted
on the following chart. The process of determining a utility’s optimum capital spending and then
building the resulting infrastructure involves a series of integrated steps. Liberty’s examination
considered those steps starting at the top with corporate decisions on the strategic amount and
allocation of capital among the business units (A).

Given that our focus is on IPL and its electric and gas distribution systems we then focused on
the technical needs that define system requirements. The load forecasting process (B) effectively
defines the long term capacity needs of the system. Next, the system planning process (C)
defines and prioritizes the facilities necessary to both meet the load growth and to meet
reliability goals.
These processes merge through an overall capital budgeting process (D) in which spending is
proposed, authorized and released for project execution. The resulting budget must then be
managed from a program perspective (E). Each project also requires separate management (F).

B. Strategic Capital Allocation
1. Background
The IPL capital expenditure program requires strategic capital investments, such as new electric
resources and distribution infrastructure. The program also requires ongoing maintenance capital
for power plants and the electric and gas distribution systems. Continuing capital investments are
required to meet future system resource requirements and to ensure the reliability and
effectiveness of the delivery system. The Company must plan for capital spending of hundreds of
millions of dollars annually, and be prepared to access debt and equity capital markets if the
capital spending is greater than internally generated funds. IPL’s strategic capital projects form
the principal driver of its strategic plan.

September 27, 2012

Page V-1
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Construction Program Planning

Management and Operations Audit of
Interstate Power and Light

Alliant Energy takes the lead in strategic planning for IPL’s capital spending. The strategic plan
for capital spending should be strongly linked to shorter-term planning and should result in an
annual capital allocation to IPL that is sufficient to meet the company’s requirements for its
electric and gas resources and distribution systems. This strategic capital allocation for IPL
should be well-defined and executed by the IPL executives and Board of Directors, and well
understood by all employees involved in the capital expenditure process.

2. Findings
a. Strategic Plan Capital Expenditures
The strategic capital allocations for IPL derive from the strategic planning process, which forms
the foundation for the annual planning processes. The Strategic Planning Committee (“SPC”)
then determines the annual “top-down” capital allocation for IPL, based on the strategic plan and
on the specific IPL capital requirements and projected financial results for the coming budget
year. Members of the SPC include the CEO, 1 CFO, and all vice presidents and above. The
Director - Strategy and Communications, is the facilitator. The SPC consists of all senior
executives of Alliant Energy. The SPC has responsibility for all strategic planning issues, the
formulation of the annual strategic plan that is approved by the Board of Directors, and the
linkage of the strategic plan to short and medium-term planning, including the allocation of
capital and expense dollars in the annual budgeting process.
The strategic planning process is fully described in the Planning Chapter. During the April and
May time frame, the company models the 10-year strategic plan, including projected capital
projects and financial results. The strategic plan comes before the Board of Directors at a June
planning retreat, and the plan is finalized in July. The following long-term financial targets
comprise primary inputs to the strategic plan:
• Earnings per share growth of 5 to 7 percent annually
• Customer rate impacts minimized and in the 2 to 4 percent compound rate range, with no
double digit rate increases in any given year or rate case
• IPL and WPL earning authorized returns on equity in each year
• Credit metrics sufficient to retain current strong credit ratings (BBB+ for IPL)
The capital-expenditure programs of the two Alliant utilities serve as primary drivers of strategic
plans. In addition, projected reliability metrics must be met. In order to meet the earnings per
share growth and other financial targets, the rate base for the utilities would have to grow at a
corresponding 5 to 7 percent compound rate over the planning horizon. IPL plans for total
customer rate increases of significantly less than these levels, because other factors, such as fuel
and purchased power costs and operating expenses, could be projected to grow at lower rates
than rate base.

1

Until early 2012 the COO also sat on the committee. The COO replaced the retiring CEO; there is currently no
COO.
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The strategic plan may include numerous major capital projects for the utilities over the 10-year
analysis horizon. Capital projects may involve major infrastructure investments, or the purchase
or building of a major electric resource. The strategic plan also includes maintenance capital
expenditures for the electric generation and electric and gas distribution systems.
b. ERRC Role in Capital Planning
The Executive Review and Risk Committee (ERRC) plays an important role in long-term capital
planning, which bridges the strategic plan and annual capital allocation processes. The ERRC
reports the Alliant Board of Directors and has responsibility for overall corporate risk policy and
implementation. The CEO, CFO, Executive Vice President and General Counsel, Senior Vice
President – Generation (WPL President), and Senior Vice President – Energy Resource
Development (IPL President) serve on the ERRC. This committee defines and enforces risk
tolerance via risk-management strategies, risk limits, and portfolio risk/reward concepts. The
ERRC also reviews major included in the strategic plan for project risk and economic viability.
The ERRC has regular monthly meetings, and meets further on an ad hoc basis. Review of the
larger capital projects that included in the strategic plan forms a principal ERRC focus. This
committee has responsibility for examining all strategic-plan capital projects exceeding $5
million and it also reviews more risky capital projects even if below the dollar threshold.
The ERRC project review focuses on the risks that the identified capital projects entail. Capital
projects may entail environmental, construction, regulatory, fuel and market price, and other
business risks. All projects of over $5 million must secure ERRC approval prior to inclusion in
the annual capital budget. Projects with capital expenditures of more than $20 million require
Board of Directors approval as well.
The ERRC review of the capital projects may require a business case and net present value
economic analysis, depending on the type of project. For example, a workforce management
capital project exceeding $15 million would classify as more “discretionary” in nature. This type
of project would require a business case and economic analysis for review by the ERRC, because
its purpose is primarily cost reduction. Non-utility projects would also require a business case. A
major utility capital expenditure for reliability purposes, such as a substation replacement, would
entail a review more focused on alternative solutions to meet reliability requirements. The
Company notes that when the budget year arrives for a large capital project, ERRC approval
should already exist. The ERRC approval process provides additional up-front information on
larger capital projects. The SPC may use this information to allocate capital.
Liberty reviewed summaries of ERRC reviews for 2010, 2011 and 2012. Only a few projects
underwent EERC review in 2010; i.e., the first year the committee had this responsibility. A
large number of projects came before the ERRC in 2011 and 2012. Generation business-unit
projects included numerous environmental investments, such as coal plant scrubbers, bag houses,
and plant retirements. Major purchased-power contracts and contracts with qualifying
cogeneration facilities also came before the ERRC. The CFO business-unit projects reviewed
included the purchase of the Madison office building. The ERRC received strategic updates on
the utility power generation program. Risk plans for utility hedging and updates on risk policies
such as number 170 (energy transactions) and 144 (approval authorities) also came before the
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ERRC. The ERRC reviewed numerous wind energy projects and contracts, primarily by nonutility affiliate RMT. Some utility wind projects came before the ERRC as well.
Liberty also reviewed ERRC presentations involving IPL capital project evaluations and risk
assessments for projects included in the 2012 budget. The evaluations included financial netpresent-value-of-revenue-requirements analyses of major projects, a benefit/cost ratio, and
related analysis score. The 2012 budget approved by the Board of Directors in December 2011
included projects previously approved by the ERRC and some projects scheduled for ERRC
review in 2012.
c. SPC Analysis and Capital Allocation
The budgeting process calls for establishment of annual capital and O&M budget targets
subsequent to the summer strategic planning meeting involving senior management and the
Board of Directors. The CFO leads capital-target development by the SPC (which includes all
members of senior management). This process uses an iterative financial modeling process that
targets key operational and financial metrics. Capital expenditures form one of the key variables.
This process establishes a capital allocation “target” for each company and business unit. This
target effectively establishes a top-down goal that the SPC provides to planners prior to their
work in building of bottom-up budgets by business unit.
The SPC starts its capital allocation process with the large capital projects included in the most
recent strategic plan. The process treats larger projects in the plan as “strategic capital.” The
ERRC should have reviewed these projects, and authorized the inclusion of some in the capital
allocation. A series of environmental improvement projects at IPL coal plants comprised a major
strategic-capital category for the 2011 and 2012 budgets. These projects have specific timetables
and large, chunky expenditures associated with expensive items (e.g., scrubbers and bag houses).
Construction of an IPL 600 MW gas-fired combined cycle plant (with a 2016 in-service date)
comprised another strategic-capital project in the strategic plan completed in July 2011. The oneyear 2012 capital budget allocation, however, did not include this plant. It will be considered for
inclusion in the 2013 capital budget, because spending does not have to begin until that year.
Moving from consideration of the strategic capital pieces, the SPC also reviews maintenance
capital expenditure levels for generation and for electric and gas delivery. These expenditures
run in the $400 million-$500 million per year range for both IPL and WPL. The third area of
SPC review consists of other capital projects. The purchase of the Madison headquarters building
represents an example of this category. That purchase, for about $42 million, comprises an
element of the July 2011 plan and the 2012 Alliant budget.
In addition to these three major categories of review, the SPC also considers any special
initiatives proposed by the business unit leads. These initiatives comprise new, larger capital
expenditure proposals that have resulted from bottom-up reviews not included in the strategic
plan. The SPC expects the total of the capital expenditures for the annual budget to fall near the
level been included in the strategic plan, in order to promote conformity with on one-year, fiveyear and ten-year financial targets.
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The SPC then communicates capital allocation levels to the corporate financial planning group.
This group in turn provides the capital and O&M targets to the business and financial planning
groups of the four business units. These business and financial planning groups compare the
capital allocations to what they have expected from the strategic plans, and then begin the
bottom-up capital budgeting process, as detailed in Section C of this chapter.
d. IPL Capital Allocation Results
The capital budget allocations for the 2011 budget were supported by financial-model analysis.
Liberty reviewed this modeling, which supported a subsequent presentation made to the Board of
Directors in August 2010. The next table summarizes 2011-2013, 2015 and 2020 targeting
results for IPL. The target capital allocation for IPL in 2011 (the budget year) amounts to $355
million.
Alliant Analysis Summary Results – 2011 IPL Capital Allocation
ITEM

2010

2011

2012

2013

2015

2020

Earnings

''''''''''''

''''''''''''

'''''''''''

'''''''''''''

''''''''''''

''''''''''

EPS

'''''''''''''

''''''''''''''

'''''''''''''

''''''''''''

''''''''''''

''''''''''''''

CFO

'''''''''''

''''''''''''

''''''''''''

'''''''''''

'''''''''''''

''''''''''''

Capital Expenditures
Net Increase in
LT and ST Debt
Combined Parent-Infused
Equity & Dividends Up
Incremental Rate Relief

''''''''''

'''''''''''''

'''''''''''

''' '''''''''

''''''''''''

''''''''''''

'''''''''''''

'''''''''''

''''''''''''

''''''''''''

''''''''

''''''''''''

''''''''''''' ''' '''''''''''''

''''''

''''''''''

'''''''''

''' '''''''''' '''' ''''''''''''' ''' '''''''''''''

'''''''''''

'''''''''

'''''''''

''''''''''

'''''''''''''''

'''''''''''''' '''''''''''''''

'''''''''''''''

'''''''''''''''

''''''''''''''''

''''''''''''''

'''''''''''''

'''''''''''''''

''''''''''''''

''''''''''''''' '''''''''''''''' '''''''''''''''

''''''''''''''

'''''''''''''''

Capital Structure (% equity)
Financial Statement View ''''''''''''''''
Rating Agency View
''''''''''''''''
(Includes STD & OBS)
Earned ROE
'''''''''''''
Dollars in millions

The 2012 capital allocation for IPL resulted from iterative financial modeling. The strategic plan
assembled in the summer of 2011 focused on a 5-year horizon, versus the 10-year period
analyzed in 2010. The next table shows summary results of the financial model used for the
establishment of capital targets. These results also support a presentation made to the Board of
Directors in July 2011. The table shows an IPL capital allocation target for the 2012 budget set at
$307 million.
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Analysis Summary Results – 2011 IPL Capital Allocation
EPS
EPS Growth
ROE
Capital Expenditures
Equity Ratio (Regulatory)
L-T Debt Issued (Net)
Retail Rate Change
Non-Fuel & Wheeling Retail Rate Change
Fuel Rate Change (W/O capacity)
Total Electric Sales (weather normalized)
Total O&M Change
Total Wheeling Change
Clear Air Transport Rule Costs Allowances
PTCs

2011
''''''''''''''
''''''''
'''''''''''''''
''''''''''''
''''''''''
''''''
''''''''''
''''''''''
''''''''''''
''''''''''''
'''''''''
''''''''''
''''''
''''''

2012
''''''''''''
'''''''
''''''''''''''''
''''''''''
''''''''''
''''''''''''
''''''''
''''''''''
'''''''
'''''''''''''
''''''''''
'''''''''
''''''''''
''''''''''

2013
''''''''''''
''''''''
''''''''''''''
''''''''''''
'''''''''''
'''''''''''
'''''''
''''''''
''''''''''''
'''''''''''''
''''''''
'''''''
''''''''
''''''''''

IPL
2014
''''''''''''''
''''''''''
'''''''''''''
'''''''''''
''''''''''
''''''''''
''''''''
''''''''
''''''''
'''''''''''
'''''''
''''''''''
''''''
''''''''

2015
''''''''''''''
'''''''''
''''''''''''''
''''''''''
''''''''''''
'''''''''
''''''''
''''''''
'''''''
'''''''''''
''''''''
''''''''
''''''
''''''''

5 Yr CAGR
''''''''''''
'''''''''
'''''''''
''''''''''
'''''''''
''''''''
'''''''''''
'''''''''''''
'''''''''''''
''''''''''''
'''''''''''''
''''''''''''''
''''''''
''''''''

3. Conclusions
1. IPL bases capital allocations properly based on and with strong linkages to the strategic
plan.
The strategic capital allocations for IPL link to the strategic planning process, which forms the
foundation for the annual planning processes. The Strategic Planning Committee (“SPC”)
determines the annual “top-down” capital allocation for IPL based on the strategic plan and on
the specific IPL capital requirements and projected financial results for the coming budget year.
The strategic plan includes major expected strategic and infrastructure capital projects for IPL
over the 10-year analysis horizon. Capital expenditures included in the strategic plan and the
company’s progress toward and planned attainment of financial metrics drive capital allocation.
We found this approach to be well structured and appropriate.
2. The IPL strategic and annual capital allocation targets apply long- and short-term
earnings growth, credit metrics and other financial criteria, helping to ensure that IPL
can fund planned expenditures.
The SPC develops annual capital targets through a process that begins with strategic capital
projects and adds maintenance capital levels. An iterative financial modeling process that targets
key operational and financial metrics applies next. This process establishes a capital allocation
“target” for each company and business unit. The target levels seek to support required levels of
capital expenditures and simultaneously meet financial targets. This approach supports
maintenance of the financial strength necessary to finance capital programs. The capital
allocation level comes as a top-down goal that the SPC provides to planners, who then build the
bottom-up budgets by business unit.
3. Customer rate impacts and reliability maintenance criteria properly form key criteria
in the IPL capital allocation process, with due consideration to long-term affordability.
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A key corporate financial goal seeks to minimize customer rate impacts in the short- and longterm. The strategic plan restricts compound customer rate growth to a 2 - 4 percent compound
rate range, with no double digit rate increases in any given year or rate case. Plans seek to keep total
customer rate increases in this range, which falls significantly under the planned rate of rate-base
growth. Such rate-growth targets are sustainable in the event that other cost factors (e.g., fuel and
purchased power costs and operating expenses) can reasonably be projected to grow at lower
rates than rate base.
4. The strategic plans and the ERRC review process provide appropriately for continuous
review of strategic capital and infrastructure investments for potential inclusion in IPL
capital plans.
Review of the larger capital projects included in the strategic plan comprises a key function of
the ERRC. The committee’s project review focuses on risks that the identified capital projects
entail. All projects of over $5 million must have secure ERRC approval prior to consideration for
inclusion in the annual capital budget. The ERRC review process presents a commendable
addition to the planning processes, providing a more deliberative opportunity for examination
outside what can prove to be a very fast-paced annual budgeting process at companies like
Alliant and IPL.
5. The Alliant Board of Directors has suitably timed and supported involvement in capital
allocation to IPL.
The SPC determines the IPL capital allocation annually for inclusion in the Board-approved
capital budget. The SPC uses an iterative financial modeling process that targets key operational
and financial metrics, while including strategic capital projects and maintenance capital levels.
This process establishes a capital allocation “target” for each company. The Board of Directors
has appropriate involvement in this process, having approved the strategic plan and the financial
metrics that the capital allocation is based on. The Board also reviews preliminary budgets in
October prior to final review and approval in December of each year.
6. The capital allocation process allows for special initiatives from the business units for
additional capital allocations above the SPC’s targeted levels.
The SPC considers any special initiatives from the business units in preparing the capital
allocation level. The process allows additional capital expenditures requests arising from the
bottom-up capital budget process. The SPC’s capital allocation therefore does not operate as a
“hard cap.” It allows some planning flexibility.

4. Recommendations
Liberty does not have any recommendations regarding strategic capital allocation.

C. Load Forecasting
1. Background
Few industries are as stable as the electric and gas. IPL’s recent experience, however, shows that
long-term forecasts can nevertheless change dramatically in just a few years. Demand and use
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forecasting supports many utility functions, including supply planning, day-to-day operations,
sales and revenue forecasting and distribution system planning. For purposes of Liberty’s
examination the last function is particularly critical for assessing the adequacy of the present and
future distribution systems and the resulting definition of new construction needs.
The nature of the applications, and their sensitivity to the accuracy of load forecasts, contributes
to a utility’s decision on just how extensive the load forecasting process needs to be. Some
utilities employ a large organization, many with advanced degrees, equipped with sophisticated
models, and supported by expensive data services. At the other end of the spectrum, some small
organizations rely on the Internet for data and employ comparatively more simple models.
Liberty finds informal approaches problematic in today’s utility industry; on the other hand, a
particularly expensive and sophisticated approach sometimes can seek a level of accuracy that is
neither possible nor necessary. The optimum solution often lies in between, and in any event
must respond to the utility’s particular circumstances.
Liberty employs a number of evaluative criteria to assess the appropriateness of load forecasting.
As in most cases, these revolve around people and processes. Utility forecasting organizations
generally present strong economic and statistical skills. Personnel generally have related
experience in either the utility or other businesses. One generally finds a strong understanding of
the relationship between selected economic and physical parameters and their impacts on utility
demand and energy use.
Not all who contribute to the forecasting process necessarily reside in a single organization. For
example, some utilities have a forecast function in rates, with a focus on sales revenue, and a
more technical organization producing area load forecasts for planning purposes. The test is the
skill level of the people and the coordination among and consistency of their work, and not their
organizational home.
All utilities to some degree rely on economic models in their load forecasting process. Models
should tie economic and technical drivers and uncertainties faced by IPL electric and gas
personnel. In addition, the models should remain current and undergo periodic accuracy testing.
Load forecasting processes should also consider the impact of non-traditional factors including
energy efficiency initiatives, demand side management, new rate drivers, distributed generation
and other new considerations that might affect load. Finally, the load forecasts of the utility
should be applied consistently, whether for internal planning purposes or in applications for new
rates.

2. Findings
a. Organization
The Sales Forecast group has responsibility for load forecasting. This group resides in the
Regulatory and Financial Planning organization. The group consists of six people: the manager,
two senior forecasters, two senior analysts and an analyst. All personnel have degrees, two of
them advanced. As in most utilities, the primary load forecasting effort forms an element of the
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process for estimating revenues. IPL’s sales-forecast function produces estimates for energy
sales and peak demand; they do not convert their results to revenue.
The importance of load forecasts to so many other important corporate decisions exposes some
forecasting organizations to inappropriate influence. There are no signs of such threats at IPL
and the forecasts appear to result from objective, independent analysis.
b. Methods
IPL uses an approach centered on the number of customers and the average use per customer.
The company parses data by customer class. IPL’s load forecasting process has four main
components:
• Forecasted number of customers
• Short term sales forecast
• Long term sales forecast
• Demand forecast.
i. Customers
The forecasted number of customers results from an
estimate of future annual growth rates based on
actual past rates. This approach creates the
challenges of determining what past years to
consider “typical” and of the degree to which future
years will prove typical. IPL relies on the most
recent ten years of reliable growth data to produce
an average annual growth rate. The extended
recession of recent years forces the Company to go
back quite far in order to find a “reliable”
timeframe; i.e., one that includes a prolonged
recession. IPL selected the following timeframes:
• 2011 forecast: 1983-92
• 2012 forecast: 1984-94, excluding the 1993 merger year
IPL does not take a particularly sophisticated approach; however, customer growth rates have not
been substantial, nor have they been volatile. The accompanying chart shows relatively stable
rates of 0.5 to 1 percent prior to the severe economic downturn of 2008. Going forward, the
Company predicts annual growth rates as follows:
• Residential
0.45%
• Commercial 0.73%
• Industrial
1.03%
Other factors (discussed below) have caused IPL load forecasts to fall by much larger amounts. It
therefore becomes difficult to see how a small “error” in the customer growth rate would
produce serious consequences. Therefore, the lack of sophistication in IPL’s approach does not
raise material concern.
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ii. Short-Term Sales Forecast
IPL bases its short-term forecast on regression analysis of monthly “use per customer” sales by
class. A statistical program (SAS) supports the analysis. The variables employed in the model
vary by residential, commercial, and industrial classes but generally center around weather
(through heating and cooling degree days) and Iowa real personal income. Weather analysis uses
on a 20-year rolling average of daily average temperatures. IPL makes specific forecasts for
selected large customers. Finally, losses get added to the customer results to produce a system
forecast.
iii. Long-Term Sales Forecast
IPL uses Itron’s MetrixND as its long-term model. The industry makes widespread use of this
tool. Weather, price of electricity, and the Iowa gross state product comprise the primary
variables. The long-term forecast produces an estimated annual growth rate, which IPL then
applies to produce the forecasts for each year beginning in Year 3. The short-term forecast
addresses Years 1 and 2.
iv. Demand Forecast
A regression analysis using SAS drives the forecast of peak demand. Key variables include
weather, income, and summer price of electricity. IPL prepares individual forecasts for some of
the largest customers. The analysis produces results known as “net internal demand.” IPL adjusts
these results for use in planning by subtracting interruptible load and load subject to curtailment
by direct load control (DLC). Finally, IPL takes credit for diversity with Central Iowa Power
Cooperative (CIPCO), with whom it shares the control area. The Company terms these further
results as the “adjusted net internal demand,” which becomes the basis for IPL planning.
Conservation and other energy efficiency initiatives have played an increasingly large part in
eventual load growth for utilities. IPL assumes that the benefits from such initiatives are
embedded in the historical growth rates, thereby eliminating a need specifically to reduce the
final forecasts for such future initiatives.
c. Results
Judging the effectiveness of any organization leads one often to examine results. This approach
does not uniformly set a full test, however. Over-reliance on results has particular risk when
examining long term predictions of
any kind. Load growth has generally
remained stable for sustained
periods, absent upset by a major
event. Near double-digit growth in
many U.S. regions in the 1960s
dropped precipitously to 1 to 2
percent in the seventies, following
the first oil embargo and subsequent
economic consequences. Rates have
remained somewhat similar with the
periodic exception of recessions.
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The latest recession has notably been the longest and most severe.
As a result, we do not usually see a great deal of “error” in long term forecasts. The recent
experience of IPL, however, is both atypical and extreme. The accompanying chart shows that
the forecast for 2016 dropped by nearly 600 MW in only four years from 2007 to 2011. The
chart illustrates the changes in forecaster thinking with little change as the economic downturn
started in the end of 2007 followed by recognition of the real impacts in 2009. But the major
drop occurred with the 2010 forecast, as the economic situation deteriorated and IPL lost its
largest customer to self-generation.
One cannot draw firm conclusions on forecasting effectiveness from these results. A reasonable
forecaster would not have gauged the magnitude of the recession or the loss of such a large
customer. Rather, judgments need to be made on the efficacy of the underlying processes and on
how IPL uses the forecasts. One needs especially to consider IPL has incorporated uncertainty
into decision-making. Sensitivity to the magnitude of uncertainties is required to allow planning
to proceed appropriately.
IPL appears to have applied only consideration of alternate scenarios, sensitivity analysis and
analysis of uncertainties. A May 13, 2011 filing with the IUB presented only one such case; i.e.,
a discussion of the effects of alternate values for Iowa Real Personal Income. The variation from
the base energy forecast was ±0.4% in 2016. This amount was negligible in any case, but
especially so when one considers the actual recent forecasting results of 17 percent.
In addition, future modeling assumptions need to reflect lessons from past variances or errors, as
appropriate. IPL appears to analyze errors in a qualitative sense only.

3. Conclusions
1. The personnel responsible for load forecasting at IPL have suitable backgrounds and
capabilities and the organization is appropriately structured.
The size of the organization (six) and the background of the people are consistent with a well-run
load forecasting function in a utility of IPL’s size. The location of the function in the rates area is
not unusual. Linkages to the technical organizations seem functional, but not particularly strong.
2. IPL prepares load forecasts in a suitably objective and independent manner.
Load forecasts can be used to help justify, or even drive, key corporate decisions. Accordingly,
the possibility that forecasts can be influenced by an organization’s desire to reach a certain
conclusion is not to be ignored. There do not appear to be any such influences at work in IPL and
the load forecasting process appears to indeed be objective and independent.
3. IPL employs forecasting models adequate for the required applications.
IPL’s models are typical of the industry. MetrixND is in common use, although few utilities
choose or need to call on its full capabilities. IPL’s SAS-supported models appear
straightforward and its customer growth model is relative simple.
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As noted below, there does not appear to be much in the way of analysis of the accuracy and
effectiveness of the models and, as a result, there seems to be limited “tweaking” to improve
them. This is not to say that the overall methods and assumptions have not been modified from
time-to-time.
4. IPL does not conduct a quantitative analysis of errors in assumptions and other
forecast elements. (Recommendation #1)
When major events overtake a forecast, as has occurred at IPL in the last few years, there is a
tendency to forego detailed analysis, because the “big” answers are obvious. IPL’s analysis of
forecast deviations falls into this category, having a focus on the obvious reasons highlighting a
qualitative discussion. This approach can lead to missed opportunities.
5. It is not clear that the lessons of the 2007-11 forecast declines have benefitted the
planning process, including the appropriateness of uncertainty analysis and
contingency planning. (Recommendation #2)
The results of the past few years, in which the forecast to 2016 dropped by nearly 600 MW,
represent a serious impact on IPL. There can be the opportunity to improve planning processes as
a result of the lessons learned, especially as they apply to decision-making and contingency
planning.
6. IPL has a load research program including about 1,700 meters, but it is not currently
appropriate to use that data in the load forecasting process.
The value of a load research program to the load forecasting process in a utility is generally
related to the degree that detailed analysis of customer behaviors, and hence load growth, is a
part of the process. Load research programs produce vast amounts of data that can be used to
clarify annual patterns in “use per customer” at a detailed level. IPL does not conduct such
analyses, relying instead on its broader models. If IPL eventually moves to a different level of
analysis, the load research program, now limited to rate design purposes, may be an added asset.
7. The contribution of DSM and other efficiency initiatives is generally treated passively in
the forecasting process, but it is not clear that a more active approach would prove
beneficial.
IPL does not explicitly forecast or target efficiency savings, assuming instead that such savings
are reflected in the historical data that is trended to predict future results and hence is already
included in those future results. Some utilities and regulators prefer a more proactive approach in
which targets are set with the intent that the growth in load will be “managed,” at least to the
extent practical. It is therefore appropriate in such cases to include explicitly the anticipated
benefits of efficiency initiatives. Such an approach makes more sense where the investment in
energy efficiency is large and the expected benefits form a significant part of the company’s
resource plan. As these factors do not apply at IPL, a less active approach seems appropriate.

4. Recommendations
1. Increase the degree of quantitative analysis applied to forecasting errors with the intent
of refining and improving its modeling capability. (Conclusion #4)
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Page V-12
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Construction Program Planning

Management and Operations Audit of
Interstate Power and Light

Models should be subject to continual testing, update and refinement. Assumptions and model
design should be analyzed versus new data on a quantified basis in order to improve the model
and to better understand uncertainties. This should be accomplished as a part of normal
“maintenance” and should not entail added costs.
2. Analyze the implications of the recent major forecast perturbations and use the results
to improve both the forecasting and planning processes. (Conclusion #5)
The recent perturbations do not reflect process failures or weakness. The response to these
perturbations, however, in the form of lessons learned could perhaps be improved. Potential
areas for consideration include:
• Consider more robust scenario analysis. This would include stressed limits that would
lead to the potential for major gains or losses in load.
• Analyze the potential impact and ramifications of large customer losses.
• Prepare contingency plans for large losses (or gains) in load.
• Analyze the factors that emerged early in the cycle (2007-08) to determine how such
declines can be better forecast in the future.
The key point is that the unusual events of the past years should produce substantial learning
opportunities and improvements for future planning.

D. System Planning
1. Background
The way investment decisions get made in the system planning environment, including
considerations for long term operational impacts, forms our primary focus in this portion of our
evaluation. Liberty’s evaluation of the effectiveness of distribution system planning starts with
consideration of the utility’s vision or master plan for the system. The typical utility’s
distribution infrastructure started a century ago and will evolve indefinitely into the future. The
efficient management of today’s infrastructure and its evolution require a vision and set of
expectations for the system in the future. A clear vision allows effective setting of priorities and
an integrated, coordinated plan. It therefore establishes a primary test of system planning
effectiveness.
The aging infrastructure challenge presents a second, critical test. It is generally known that
distribution infrastructure has received substantially less attention than the other two key
components of an integrated utility’s infrastructure; i.e., generation and transmission. The
massive investments required for generation in the past and today’s focus on renewable
resources has kept generation in the public light. More recently, transmission has gained
increasing stature, as government policy has encouraged new facilities. But distribution
infrastructure continues to receive less attention in the industry. Even as new government
policies encourage distribution investment, most of those new funds have been devoted to “smart
meters” rather than to physical distribution facilities.
Continuing the U.S. industry’s history of distribution investment will produce an unsustainable
future. Utility growth in the 1960s produced large investments to accommodate new customers
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and new load. This ended abruptly in 1973 with the first oil embargo and its subsequent
economic impacts. Distribution systems benefited for a while from the resulting abundance of
young equipment and over-capacity, making substantial new investment unnecessary for a long
time thereafter.
Spending did grow somewhat in the
1980s, but dropped again throughout
the next decade. The accompanying
figure shows a following, short-lived
uptrend that abruptly ended 2007.
Spending thereafter dropped to levels
not seen since 1990.
Such a pattern does not appear to be
sustainable on a national basis for the
long term, particularly when one
considers how much current spending
utilities devote to meters. One would
expect such a pattern to produce lower
reliability, and that is indeed the case across the country.
The national decline in spending
comes at a particularly inopportune
time. The assets constructed during the
building boom of the 1960s are
reaching the end of their planned lives
at about the same time, which is now.
2008 survey of 500 industry
professionals confirms this concern. 2
It revealed that more than half of
electric distribution assets are near or past their intended life.
This chapter will later show the connection between this phenomenon and reliability declines.
System planners face the particularly critical challenge of dealing with this decline in
infrastructure in a proactive way. Each utility should rightly see the challenge differently; their
past investment policies and system demographics have differed. Nevertheless, problem has a
national scope and appears to have consequence for most utilities.
Surprisingly, the industry literature lacks up-to-date information on the trends in distribution
reliability. Literature searches, including the organizations most likely to publish such results, 3
yield only limited data. Even that lacked recent vintage. But the data that is available confirms a

2

“Third Annual Strategic Directions in the Electric Utility Survey”, Black and Veatch, 2008
Such organizations include the Edison Electric Institute (EEI), the Electric Power Research Institute (EPRI), the
Institute for Electrical and Electronics Engineers (IEEE) and the Department of Energy (DOE).
3
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trend in declining reliability. An evaluation 4 using data from 2000 to 2005 concludes that
“reliability indices have, on average, become gradually worse over recent years.” 5 This
conclusion represents somewhat of an understatement, given the significant changes shown in
the study’s graphs shown in the next table.

A 2003 EPRI report 6 considered data covering the years 1992 through 2001. That data showed
an even more pronounces deterioration in SAIDI; i.e., 33 percent. SAIFI deteriorated by about 5
percent in the same 10 year period. Compounding the percentage changes in this 15-year period
yields an increase in annual hours of outages of more than 60 percent.
A recently-completed study of US reliability7 concludes that reliability has been decreasing at a
rate of about two percent per year. The authors also suggest that utilities have been routinely
over-reporting performance. They observe that the use of automated reporting systems produces
reported reliability declines. They caution that their two percent estimate considers this built-in
error.
We find it surprising that a decline of this magnitude has received comparatively little attention,
having apparently been dismissed by many in the industry. The deterioration of distribution
infrastructure on a national basis is so far advanced that has become increasingly visible in the
form of lower reliability and hidden costs to the economy of tens of billions of dollars per year.
This “damage” estimate is based on a 2004 DOE-sponsored report concluding that “the national
cost of power interruptions is about $80 billion annually,” most of which comes at the expense of
commercial customers 8. A more recent industry study by the Electric Power Research Institute
estimated the cost at more than $100 billion annually. In either case, a 20 percent shift in SAIDI
clearly has enormous economic impact.
The skills and capabilities of the personnel involved comprise a third test of system-planning
effectiveness. Our inquiries seek a professional staff equipped with appropriate tools and a
workable budget. Among those tools should be vehicles for effective economic evaluation and

4

“Electric Power Distribution Reliability”, Second Edition, Richard E. Brown
The data was attributed to IEEE and is reported to cover the experience of 55 utilities.
6
“Distribution Reliability Indices Tracking within the United States”, May 2003, EPRI
7
An Examination of Temporal Trends in Electric Reliability Based on reports from U.S. Electric Utilities”, “Ernest
Orlando Lawrence Berkeley National Laboratory, 2012
8
“Understanding the Cost of Power Interruptions to U.S. Electricity Consumers”, Ernest Orlando Lawrence
Berkeley National Laboratory, 2004
5
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cost benefit analysis, prioritization schemes and sound decision-making processes that consider
risk.
In addition to the preceding criteria, which we consider the most important, Liberty employs a
series of more detailed criteria that surround the system planning process. The analysis that
follows includes these criteria.

2. Findings
a. Organization
Delivery System Planning forms part of the Asset Management organization in Energy Delivery.
The portion of the group serving IPL consists of six degreed planners and a specialist. Each
planner addresses an assigned a geographic region and one serves as the lead coordinator with
ITC. The specialist creates a “base model” for new projects, in order to define the “as is”
condition by verifying equipment and configuration and by completing a load flow analysis.
Discussions with personnel revealed no concerns that the group was overloaded. The allocation
of work and the group’s ability to meet its goals appear consistent with demands. At first glance,
understaffing may be a concern, but some responsibilities traditionally found in the system
planning arena reside elsewhere in IPL’s Asset Management organization. While not a fatal flaw,
this approach nonetheless seems to have produced a less cohesive approach to asset management
and a narrower role for system planning. Specifically, any “big picture” or strategic influence
within system planning appears minimal, although the lack of an overall master plan or vision for
the system may be as much at fault as organizational structure.
An organization with well-defined technical duties and clear production requirements will
always face the potential for losing sight of the big picture. In fact, in some organizations, this
focus comes by design. But this is not appropriate in the system planning function, where the
long-term vision should be the ultimate guide for defining and prioritizing work. In IPL’s case,
the people seem skilled at their jobs, but linkage to a master plan is not present. This gap
manifests itself in lack of awareness of the priorities stated by executive management, lack of
awareness of how strategies not placed in the organization influence system evolution (e.g.,
Smart Grid), and overall long term system performance expectations (e.g., reliability).
Leadership and staff in system planning appear to be capable with suitable educational
background and work experience. The group’s overall level of experience is perhaps on the low
side, but this is neither unusual nor suggestive of any problems.
b. Distribution System Plan
The lack of a master plan or vision for the distribution system may contribute to the issues noted
above. The overall vision and guiding themes of the Company appear to be very clear to all
employees; however, the strategies and priorities relating to the distribution system are not. All
employees respond promptly with cost, reliability and balancing generation as the three central
themes.
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In searching for such a defined vision, Liberty examined various strategic documents and
planning presentations with little success. For example, an April 2010 presentation to the Board
of Directors provided some key insights, including: (a) clearly stated priorities for the IPL
distribution system, (b) a strategy for Smart Grid and (c) the conclusion that “asset management
systems are out of date”. A similar document from July 2011 offered no new information. We
reviewed this material with key responsible personnel. None demonstrated awareness of these
priorities or Smart Grid strategies. Each interviewee also disagreed with the notion that assetmanagement systems needed improvement.
Subsequent, more focused requests for such a “master plan” brought acknowledgement that there
has not been much in the way of a plan or vision to guide system planning or other managers.
Recent slide decks or reports were offered as providing some help in these areas. We found them
interesting but not helpful in guiding the organization.
IPL has not been as limited as other utilities in its capital spending for distribution. The
Company, however, does have an admittedly tight policy vis-à-vis justification for new projects.
In a free-spending environment, confusion over priorities has limited impact. But when hard
choices must be made, management’s direction on what is important needs to be crystal clear.
Further, without such direction, nuanced decisions, such as how technology, Smart Grid, DSM,
and other influences on the future system should be reflected in new projects, become difficult.
Reliability goals represent an excellent example of where the vision is not defined, or at least not
communicated.
c. The System Planning Process
Notwithstanding the weaknesses imposed by the lack of a uniform, well-communicated vision,
IPL’s system planning process seems well designed and executed. Procedures document each
element of the process. The procedures are brief, focused and clear. They cover the following
process elements, which we examined:
• Planning
• Design criteria
• Prioritization
• Justification.
i. Planning
IPL defines the fundamental planning process in a series of procedures as follows:
• Conceptual planning: the first step in the planning process, which identifies a problem or
set of problems requiring a solution
• Solution screening: follows conceptual planning and results in a final solution identified
to solve a problem or group of problems
• Initial model building: used by the Planning Specialist to extract a model for Planner use
• Final model building: used by the Planner to create an accurate system model
• Planning initiated scopes: used by the Planner to keep work plans organized for
completing project scopes
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Scope preparation: used for development of capital investment scope of work for
distribution and substation projects
Redlining: provides guidance when changes are needed to project scopes previously
submitted and approved
Large customer request: a process for handling requests for new large customers.
Substation project check list: provides more detailed guidance to the planner for
substation scope development.
ii. Design criteria

The standards and design criteria to be employed within the process are similarly well
documented in a series of guides and criteria as follows:
• Distribution contingency planning: used for analyzing contingency for power
transformers in distribution substations and distribution feeders
• Distribution line loss cost: shows calculations for line losses
• Distribution voltage levels and controls: ensures system provides voltage levels within
the limits set by the state regulatory agency
• Emergency transformer loading: used as a guide for the emergency loading of
distribution substation transformers
• Phase balance criteria: used to ensure balance for three phase operations on distribution
feeders
• Power factor criteria: used for power factor correction on the distribution system.
iii. Prioritization
IPL uses a fairly sophisticated approach to prioritization, employing a home-grown model
known as GAP. Each project receives a project priority, planning priority, and a Benefit to Cost
Ratio (BCR). The project priority defines the type and timing of the project (e.g., new customer,
date driven, seasonal work or anytime projects). The planning priority focuses more on value,
with high priority work at the top, followed by cost justified projects and carryover projects. The
inclusion of “sub-optimum” projects acts as a sink for utilization of available resources.
The GAP tool uses reliability, voltage/capacity information, and line condition to further rate
projects that have the same project and planning priority. The BCR forms the key feature of
GAP. Projects that improve reliability towards a target receive points. No points apply if the
circuit is at target and full credit is awarded only if the project brings it fully to target. GAP gives
no points for age, unless there are reject structures present. In other words, age in and of itself is
not a reason to do anything according to the model. In addition, criticality of the load is not
considered, although industrial, commercial, and residential loads are classified and weighted
differently.
Life extension projects, which by definition have a 20 year remaining life, receive only 40
percent of the points awarded to a full re-build, which has a remaining life of 50 years. A process
exists to expedite release if a party considers GAP inadequate.
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iv. Justification
IPL has specific procedures requiring justification of capital investments. Several of the
procedures mentioned above offer guidance on how to complete this justification. In addition, if
a project meets certain criteria it must be presented to IPL's Approval and Exemptions
Committee (A&E) for review and approval. Documentation of project justification is included in
the electric capital project database (ECPD).
d. Life Extension
IPL devised a life extension program in 2009. The Company has since refined that program into
a formal procedure. The program’s definition of life extension is:
A process to correct deficiencies and postpone the need to rebuild overhead lines
for at least 20 or more years by extending the life of the distribution line segments
through the ground line treatment of each pole, reinforcing or replacing damaged
and deteriorated poles, replacing worn, broken or deteriorated line hardware,
adding lightning protection, tightening loose hardware, or any other approved
work to extend the life of the system.
The life extension program represents a major improvement for IPL and has been producing
benefits. Simplistically, one might look at life extension as a middle ground approach; i.e., a
strategy between simple maintenance and a full line rebuild. Liberty does not find this strategy to
be unusual; however, IPL reports that it is not in common use in its geographic region.
Regardless, it is an idea that makes sense.
Interestingly, we found the understanding of the life extension program rather weak among the
organization. Interviewees interpreted it in varying fashions. We interpreted this situation as
another manifestation of the lack of a common, well-articulated vision for the system. The
program itself appears to be well-established and embedded in the day-to-day processes, but
there is not much in the way of management summaries,
performance measures or other tools that would facilitate
management oversight. This weakness seems to be a
common theme in the organization; i.e., a great deal of data
, but little analysis for use by management.
We temper this observation given that the program is
evolving and that, on balance, has been making a positive
difference. Program expenditures of about $23 million in
2010-11, however, merit a meaningful level of reporting,
analysis, and program oversight.
IPL believes that tangible reliability gains have already
been seen on circuits that have experienced life extension.
This of course should be true for any improvement to a circuit, whether maintenance, life
extension, or a full rebuild. Liberty’s analysis of the data, as summarized on the accompanying
table, confirms the improvement. It also reveals some subtleties that may be helpful in future
planning and analysis.
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The circuits chosen were below average performers, but not by much, in terms of SAIDI. They
became better-than-average performers by a significant amount after life extension. This level of
improvement on what might be considered average circuits is noteworthy.
The 2011 projects also rated as “average” in terms of SAIFI, while the 2010 projects started with
a very low SAIFI. The lack of improvement from life extension is therefore understandable.
However, the subsequent year’s performance, while worse than the base year, is still superior to
the system average. This observation calls into question how IPL selects life-extension projects.
The company’s annual reliability filing suggests that circuit performance operates as a primary
factor:
IPL enhanced the process for developing Life Extension projects in 2010. This
type of project is scoped where an existing line section has had reliability issues,
but is deemed to not be in need of a total rebuild because the performance issues
may be the result of isolated or very specific failures
The report also addresses life extension as an aging infrastructure initiative. We do not consider
it to be so. Notwithstanding, we feel positive about the life extension program, and believe it
appropriate to exercise patience while the program matures and improves through its early years.
e. Aging Infrastructure
Aging raises serious issues on a national scale, and not just as applied to the utility industry. We
have seen the phenomenon of public-works deterioration, with the cost of catching up becoming
more prohibitive every year. Solutions eventually appear to become impossible. Some utilities
may be approaching the “too late” category, but most have the time to deal constructively and
efficiently with the aging issue. IPL falls into this less pessimistic category.
The degree to which aging is considered in an asset replacement strategy varies among utilities.
For some, age has become suitably advanced to require a focus on demographics with a specific
emphasis on the average age of components and methods to stabilize or reduce average age. It
remains important to prioritize on the basis of condition and reliability considerations, but
modernizing the infrastructure in general also requires high priority.
IPL places limited consideration on age in focusing on the condition of facilities and equipment.
For example, the GAP tool awards no points for age. 9 Liberty agrees that the condition-focused
strategy of IPL is appropriate; however, some sensitivity to aging is also appropriate, and some
degree of monitoring of system age and its ramifications is important.
We have no indication that aging infrastructure represents an immediate threat at IPL, in either
electric or gas distribution. There are new efforts underway to better understand the age of
facilities and failure rates as a function of age. They include the pole program, under which

9

IPL later clarified that some exceptions to this are “rejected” poles and overhead lines older than 50 years.

September 27, 2012

Page V-20
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Construction Program Planning

Management and Operations Audit of
Interstate Power and Light

demographic data is being collected over the next ten years. In addition, IPL bases undergroundcable replacement initiatives on inflection points in failure rate versus age curves.
f. Technology
IPL does not communicate its Smart Grid well in the organization. The figure below presents a
reasonably clear articulation of Alliant’s vision in this regard. However, there seems to be little
awareness of this figure and, more importantly, it does not seem to help or guide anyone’s dayto-day duties.

In terms of a de facto strategy, Liberty perceives the following as IPL’s current plans:
• AMI on hold pending clearer definition of regulatory treatment
• Expanding to full SCADA coverage at large substations over the next ten years
• Testing SCADA “reporting by exception” at smaller substations.
IPL has not “rushed” into Smart Grid as many other utilities across the country have. Liberty
believes that firms similar to IPL have adopted what might be called a “go slow” approach for
two very practical reasons. First, they often lack the basic communications backbone required as
a foundation from which to build out the elements of smart grid. Second, they do not subscribe to
the business case, at least not yet. We believe that a measured approach characterized by
strengthening the communications capability to eventually permit advanced applications when
they become cost effective remains correct.
In the R&D field, the Company’s commitment has declined significantly in recent years. The
budget for all of Alliant Energy Delivery was only $163,000 in 2011, a very small amount for a
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company of this size. Further, the projects appear to be somewhat stagnant, with half of the 2011
EPRI projects being on the roster for three years or more.
g. Reliability
IPL emphasizes reliable service as one of its three primary themes, but clarity in how this theme
drives day-to-day decisions is lacking. A formal target of maintaining the ten-year average exists
and the Company reports achievement of that goal in recent scorecards. Further, managers at all
levels seem comfortable with the trend in reliability, describing performance as “holding our
own,” “improving over the ten year trend,” and “flat over ten years.”
Reliability proves easier to measure than to analyze, especially in terms of trends. Year-overyear data often shows great volatility, even after normalization by removing major events.
Significant changes of 20 percent or more can occur without raising warning flags, because such
moves seem simply to constitute “noise.” Consider the two charts depicting IPL SAIDI and
SAIFI below. Any year-over-year comparisons are meaningless. But addition of a moving
average does lend some sense to the data and paints a revealing picture. It is rather clear that
reliability as defined by SAIDI is not holding its own, or improving, or even flat. Performance in
the last five years is about 20 percent less than in the prior five years. The picture is far less
precise on SAIFI; however, the trend during the last five years is consistent and unfavorable.

From an industry-wide perspective, these trends cannot be declared unusual. The industry as a
whole has experienced declining reliability. For IPL, perhaps what becomes more concerning is
the comparison with its peers. Performance has dropped from the first and second quartiles to the
third and fourth. Surely this should raise flags and
demand careful analysis and management attention.
Declining performance against others (and those
others are themselves declining) should be a matter
of real concern. This data looks clear; while yearover-year data can be questioned, recent
performance versus the earlier timeframe is
unmistakable.
Admittedly, reliability trends over short periods are hard to detect and can be difficult to “value.”
If there exist some negative factors causing the decline (e.g., inadequate investment, insufficient
maintenance, aging infrastructure), those factors may remain hidden until the trend becomes
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clear. That means that problems may take years to materialize, after which correction becomes a
difficult and lengthy undertaking. It is for this reason that utility management needs to be highly
sensitive to changes in reliability performance. When a decline has become obvious to everyone,
it’s too late to solve it with measured, efficient responses.
Notwithstanding what we consider to be strong evidence, Liberty nonetheless acknowledges that
reasonable people can differ. And the Company, at least so far, is not in agreement with our
findings. IPL believes that the major storm events of recent years, although specifically excluded
from the data, have had collateral effects. Stated in another way, IPL refers to “the little things
associated with the big things.” The Company has provided an analysis that seeks to correct for
this presumed phenomenon in 2007, 2008 and 2010. That analysis leads IPL to believe that
SAIDI and SAIFI have been relatively flat over ten years.
We do not think it is clear that major events produce substantial collateral damage. In any event,
those events should not affect IPL’s company’s
relative position, especially with its regional
peers who presumably experience major events
of their own. Nevertheless, to test this
hypothesis, one might simply ignore the three
years that IPL considers misleading. The
accompanying table shows that this exclusion
makes the picture look a little better, but does
not undermine the fundamental conclusion
reached by Liberty; i.e., that both absolute and relative performance have declined in the ten-year
period.
If our observations are correct, then causation becomes the next question. We discuss the various
factors affecting reliability in this context in the appropriate sections of this report. For this
system planning section, one should conclude that System Planning, as a focal point for long
term reliability planning, requires have a strong awareness of reliability trends and the strategies
that should be implemented to manage them. At the present time, this awareness is not evident.
As a final observation on reliability from a planning perspective, we note that the reliability goals
have been a moving target. The SAIDI/SIFI goals have changed in each of the past five years:
• 2009: <90% of the 11-year average
• 2010: < the 5-year average
• 2011: < the 10-year average
These fluctuations further cloud the vision for what management really desires in the way of a
future system.

3. Conclusions
1. The System Planning function has appropriate and capable staffing.
The management of the group, as well as the planners and specialist, are well qualified and have
the education and experience required. They execute their responsibilities consistently with plans
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and the procedures established for the planning process. Interfaces with the field and other
organizations supporting the capital program, appear to be good.
2. IPL System Planning is limited by a more narrow focus than typically found in such
organizations. (Recommendation #1)
Organizations differ in the degree to which they are or should be integrally involved with highlevel strategy. We do not suggest that System Planning is “kept in the dark”, but we do believe
that their effectiveness can benefit from a closer linkage to corporate strategy and objectives, as
defined by a clear vision for the distribution system. This linkage appears to be lacking for a
number of reasons. First and foremost, we have not discerned a clearly defined vision, as
discussed below. Second, many of the subjects optimally considered in the planning process fall
outside the responsibility of System Planning. Moreover, the communications or mutual interests
do not appear sufficient. Third, it appears that the Company intends the organization to function
in a mechanical sense, which can make consideration of strategy and big picture priorities not
necessarily appropriate. The question becomes whether planners really have the “need to know.”
We believe that they do.
3. IPL does not have a clear, articulated future vision and master plan for the distribution
system. (Recommendation #2)
We found sufficient planning information, goals, objectives, themes, scorecards or other vehicles
for communicating and managing IPL’s distribution business. Where it really counts, people
know what management expects of them. We found universal buy-in and knowledge on the
priority of safety and the Company’s policy. The Company has embedded the three themes in the
organization. Every manager we asked comfortably recited them. Despite these strengths,
however, we did not find strong guidance and direction to the organization in terms of what is
really important for the distribution system. The gap includes communicating a vision for what
the system should look like 10 and 20 years hence, what the priorities are for the future system
and specifically how that vision should influence day-to-day decision-making.
That vision may well exist in some form and among some key individuals, even without full
documentation. Some documents do move in this direction. The people who need the
information, however, do not seem to be conversant with it. Key managers need more awareness
of the priorities communicated to the Board, because they fill essential roles in bringing those
priorities to life.
4. The system-planning processes for defining and prioritizing capital projects for the
distribution system comprise a strength.
The procedures developed by System Planning are sound and they delineate strong processes.
From concept through project planning through justification and approval, the system appears
effective. The GAP tool for prioritization has particular power, offering further strength to this
important element of the business.
5. IPL’s life extension initiative comprises a significant improvement over past practices
and it shows strong potential for making significant contributions to reliability and cost
effectiveness as it evolves.
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The process has existed for only a few years, but is fairly well “shaken down.” It now functions
at an elevated level, with the number of feeders rising from 15 in 2010 to more than 100 in 2011.
Coupled with “worst circuit” initiatives recommended elsewhere, it promises to offer a positive
contribution to reliability improvement.
6. IPL’s focus on reliability and condition in determining investment priorities is
appropriate, but consideration of aging infrastructure is not as robust as it can be.
(Recommendation #3)
IPL does not yet face an aging infrastructure problem of crisis proportions. Industry experience
clearly teaches, however, that age does indeed eventually become an issue for most utilities. It
would be unfair to suggest that age is not considered at all at IPL; rather, this is a question of
degree, and there are areas where increased analysis of age would be beneficial.
7. IPL’s takes a comparatively measured, but appropriate approach to Smart Grid and
distribution-system technology issues.
IPL has not joined the industry’s rush to smart grid, but has proceeded at a more deliberate pace.
The Company has SCADA improvements underway and planned over the next decade. AMI and
other meter-based initiatives await developments that suggest an improved business case.
8. Alliant ED’s R&D initiatives comprise a minimal, token-level effort that renders the
program ineffectual. (Recommendation #4)
R&D often becomes an inviting cut when budgets get tight. However, ED appears to have
effectively eliminated R&D, cutting an already token budget. Moreover, the minimal remaining
effort focuses primarily on stagnant projects. Many perceive distribution as a vibrant,
technology-dependent business. Alliant’s approach to R&D does not comport with this view.
9. IPL has experienced reliability declines without a plan to address this emerging
problem. (Recommendation #5)
IPL does not agree with Liberty’s conclusion that reliability is declining. The Company
considers any apparent trends as aberrations generated by the side effects of major events,
particularly in 2007, 2008 and 2010. Liberty believes (and will discuss in later sections of this
chapter) that the causes of declining reliability may have serious longer term implications, but
such problems will not gain needed attention if the underlying symptom (declining reliability) is
not analyzed and addressed.

4. Recommendations
1. Expand the role of System Planning to facilitate a more cohesive and integrated
approach to asset management. (Conclusion #2)
System Planning appears somewhat isolated, perhaps by design, from factors that should
influence its work, such as an overall ED strategy for the distribution system, technology,
reliability, Smart Grid, energy efficiency, DSM, and R&D. Such factors should form an integral
part of the planning process, and should influence the evolution of the system. Addressing these
factors organizationally within the planning function is not required. There should, however,
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exist a coordinated approach in which information and strategies are shared with the planners in
the expectation that such information will guide their work.
The positive structure for the planning process, featuring good procedures and a good
prioritization approach, has the potential to backfire if it produces a mechanical response. When
“big picture” direction is lacking, an overly mechanical approach becomes more likely. A more
holistic approach by System Planning, including a focus on strategic objectives, will benefit the
organization and the company.
2. Develop within Energy Delivery and clearly communicate a vision and supporting
master plan for the distribution system. (Conclusion #3)
The strength of key corporate messages at IPL shows that employees do indeed get it. This same
awareness and buy-in, however, are not present when applied to the distribution system. A
clearly articulated vision seems to be lacking. Such a vision needs to include transparent goals
and expectations for the system in terms of reliability, technology, modernization, investment,
costs and the other factors that should define a vision for the future.
In planning for the future, and deciding which funding levels are appropriate today to reach the
goals of tomorrow, there must exist a vision against which to test today’s plans. All elements of
IPL’s planning and budgeting will be strengthened by the recommended master plan,
accompanied of course by clear communications of that plan.
3. Provide in Asset Management an expanded role for age in the analysis and
management of distribution infrastructure. (Conclusion #6)
IPL does not ignore age in its asset management pursuits. Efforts are underway to better define
demographics and certain improvement initiatives, such as underground cable, are based on age
consideration. Liberty suggests that the role of age can be expanded to better position the system
for the future. We do concur that the focus on equipment condition and reliability is appropriate
as the primary driver of system needs.
4. Re-examine the approach to R&D spending for the distribution system. (Conclusion #8)
Liberty believes that the amount spent for R&D is inadequate and even the limited amount spent
is not used effectively. Projects are stale and there is no apparent effort to move the technology
forward. While we recognize that “discretionary” funding like R&D is hard to come by, a
reexamination of the program is likely to lead to higher investment and more effective projects.
5. Adopt a comprehensive IPL reliability assessment and improvement program that: (a)
reevaluates reliability trends, (b) recognizes that the ten-year trend is neither good nor
consistent with Company goals, (c) conducts suitable root cause analysis, and (d)
implements actions to arrest or reverse the trend. (Conclusion #9)
Liberty, while acknowledging that reasonable people can differ, nevertheless strongly believes
its assessment of reliability trends is accurate and, at the very least, should raise the flag of a
potentially serious issue. Declines in reliability should not be acceptable for the industry as a
whole, and the declines of the past 10-20 years represent a national failure that has removed tens
of billions from the economy.
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We emphasize that reliability declines on a system-wide basis are not caused overnight, nor can
they be corrected overnight. The performance of the system takes years to change, for better or
worse. It is not unreasonable to speculate that further declines may already be locked in for the
next several years and any real improvements will take five or more years to materialize.
The matter therefore deserves attention with a high sense of urgency. IPL should be, and we
understand will be, examining all elements of its planning and operations for potentially negative
influences on reliability.

E. Capital Budgeting
1. Background
This report addressed earlier (under “Strategic Capital
Allocation”) how funding gets committed to the various
companies and business units by executive management and the
Board of Directors. At this next level down we examine the
process under which Energy Delivery, starting with the priorities
defined by System Planning and framed by any financial
restraints, requests funding for its needs. We also examine the
history and future plans for distribution investment and their
relation to IPL strategy and performance.
The capital budgeting process in most utilities consists of an effort that plays out over many
months. The time and labor involved is usually only surpassed by the operating budget, which
requires even more detail and more management scrutiny. The primary objective is to arrive at
an optimum level of capital spending and to ensure that such spending addresses the right
priorities.
Our initial focus in evaluating the process fell on how the annual capital budget process relates to
the long-term strategy and vision for the distribution system. Without such a consideration, the
process is at risk of becoming an annual effort to satisfy short-term priorities at the expense of a
greater vision. It is essential that the process start and end with that vision, defining projects
consistent with the vision and then testing the budget for its commitment to that vision. The
budgeting process also needs to consider multiple years into the future.
For even mid-sized utilities, capital budgets consume hundreds of millions of dollars. The need
for structure and prudent decision-making is critical, requiring a strong set of processes,
characterized by formal procedures and due diligence. Liberty looks for a bottoms-up approach
that gives due consideration to real needs as defined by the System Planning process. This view
then must be balanced against the top-down perspective, but real needs cannot be arbitrarily cut.
Liberty’s criteria also include consideration of how budgets facilitate subsequent resource
planning and management of work. A sound budget will set the stage for determining how the
work can be executed and will also establish the baseline for control.
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In this section, we also review IPL’s spending levels. The industry in general has not been
particularly generous to its distribution systems, at least relative to its other priorities. This sense
of priority has already had a real impact on reliability on a national scale. It is therefore
appropriate to apply this test to IPL and determine the degree to which, if any, the Company may
have insufficiently supported the capital needs of distribution.

2. Findings
a. Strategy
Our review of the multi-year strategic planning documents and follow-up operating reports
issued by the Company yielding the following observations:
• The focus is overwhelmingly on generation. While we do not question the importance of
generation, there is also the need for significant, albeit lesser, focus on the distribution
system.
• Reliability comprises the only expressly addressed priority for the distribution system.
None of the documents alludes to any other characteristic of the system.
• Moreover, we found no references to any actions or programs to facilitate reliability, or
any investment goals for the system. The only articulated priority for the distribution
system thus has no tangible backing at this level.
• IPL reports investment levels at the strategic level in terms of “maintenance,” including
but not focusing on the distribution system among many other priorities.
These observations reflect a tone for the strategic priority of the distribution system that is not
unlike many utilities. This is not to say that the distribution system, and reliability or any other
system attributes, should be the top priority, but it is an important priority. The bottom-line
question to be answered is whether the Company makes a suitable investment in the distribution
system to satisfactorily meet appropriate long-term objectives. We will seek to answer this
question in terms of actual spending and performance later in this chapter. But we first address
here what IPL’s long-term objectives are for the distribution system. An improved focus on the
vision and needs of the distribution system, together with an objective view of actual and
expected performance (reliability), will have a positive impact on the ability to define optimum
distribution investment and the allocation of that investment to specific projects.
b. Process and Procedures
We have observed IPL’s strengths in process and procedures in other areas; budgeting presents
no exception. The capital budgeting process operates primarily at the parent level. The annual
process results in established targets for each business unit. Management indicates that the
process permits IPL to pursue its priorities via independent assumptions and an overall review of
IPL metrics and results. This is a critical factor for companies in control of multiple utilities,
especially when those utilities operate in different regulatory jurisdictions.
Budgeting usually starts in mid-year and with the strategic plan. The strategic plan follows a
two-day session with the Board. Initial targets are defined with a focus on the achievement of
financial metrics. There is little in the way of operational focus at this point. The planning
process tends to be continuous, at least to some extent, in nature. Annual budget preparation
follows the strategic plan and requires Board of Director approval. Monthly updates issue from
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the outlook process, which effectively creates a new forecast each month. These forecasts
combine year-to-date actuals with a forecast for the remainder of the year. The bottom line for
the year therefore evolves as the year progresses. When next year’s strategic plan and budget
preparation commence, the plans and assumptions have already been under management review
and discussion for an extended time.
The key input to the process from distribution is the prioritized list of projects prepared by
System Planning. Each project is accompanied by suitable justification and supporting economic
analysis as well as estimates prepared by Distribution Engineering from a structured model.
The prioritization process, as implemented by the GAP tool, comprises a Company strength plus.
For capital budgeting purposes, the test becomes where one draws the line on the priority list.
Liberty has increasingly observed that this process operates simply in many utilities, for example
drawing the line at some arbitrary cut-off, such as last year’s budget level or a small-to-moderate
amount higher or lower. Such utilities have established financial performance as the top priority,
independent of operational considerations. Liberty considers this trend in the industry an
unfortunate one. Our analysis therefore focuses closely on the approaches a utility uses in
defining the spending level in the first place, and then in evaluating how that level supports the
needs of operations.
This consideration applies to both capital and O&M budgets; we cover the O&M ramifications in
a later chapter. With respect to the capital budget, however, interviews suggest that this problem
might indeed be present to some extent, but an objective consideration of the data suggests
otherwise. Our analysis found that employees have reason to believe the capital budget is “tight.”
Their perception is that last year’s spending sets the new targets, and that it is difficult to exceed
them. There is flexibility in moving money among groups but the total is fairly rigid. The longterm plan seems to support that view, with projected distribution investment being reasonably
constant on a real basis.
But actual results tell another story. As we will see below, IPL’s growth in investment for the
distribution system has been significant in absolute terms and in comparison to its peers. While
longer-term plans have suggested little or no growth, that result has not occurred. Perhaps IPL
will retreat at some point, but that would amount to a reversal of a well-established pattern.
c. Level of Investment
We found reason to question whether IPL spending has been higher than its peers. To test this
hypothesis, we constructed a panel of electric and combined utilities, using the number of
customers as the sole criterion. IPL has about 500,000 customers. We selected all utilities having
between 250,000 and 1 million customers. This “cut” was not based on a sophisticated analysis,
but the large number of in the resulting panel (57) mitigates any shortcomings in the
dissimilarities of various panel members when compared to IPL. The panel’s median number of
customers is 497,000, which closely mirrors IPL’s 526,000.
IPL has conducted similar studies in the past against a smaller, more precise regional panel. That
study used the same data source as our work (FERC Form 1), but analyzed the total distribution
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plant account on a per customer basis. We chose to look at annual additions to plant account per
customer. One would nevertheless expect similar results.
The accompanying chart shows that IPL clearly has
spent well above the panel, and has trended higher.
One can observe a falloff in the industry median in
recent years, which conforms to the observations
made earlier in this chapter about decline in overall
industry spending for distribution. Our analysis of
changes in the total-plant account confirms the
earlier observation that the industry has returned to
levels of investment last seen in the early 1990s.
There is therefore not a reason for concern at IPL
about potential infrastructure neglect, at least in
terms of capital. In fact, a contrary phenomenon
exists at IPL, which shows a large disparity with the
industry. That disparity is both significant and
consistent. The cumulative chart shows that the tenyear total in terms of additions amounts to nearly a
billion dollars. Importantly, the difference from
industry spending has accelerated, causing the gap
to widen greatly.
Examining such disparities in distribution plant
raises questions that include: (a) size of service
territory, and (b) customer density. Unfortunately, the industry data displays a counterintuitive
result. There exists no real correlation between distribution plant or plant additions and customer
density. In all such measures, investment appears independent of customer density and IPL lies
near the top of the panel range.
Measuring plant account against service territory,
without regard for number of customers, brings
IPL to a commensurate position in the group, as the
accompanying chart shows. Once again, costs do
not change much across the full spectrum.
One additional characteristic raises interest, but its
quantification remains elusive. IPL’s degree of
geographic continuity is particularly weak when
compared against other utilities. Note the many
relatively small crops of red on the following map,
illustrating how disconnected IPL’s system looks on a geographic basis. One would intuitively
expect such a phenomenon to result in higher investment requirements for distribution.
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Benchmarking data therefore has limited assistance in determining the appropriateness of overall
investment levels. In comparison to the industry, IPL is high by all measures, but the unusual
nature of the service territory explains at least a part of that high relative level.
One cannot conclude from these data that spending levels are inappropriate. A comparison of
investment with reliability performance, however, is interesting. IPL has committed capital at the
high end, and for some time. The question raised is why its reliability performance, especially
when compared against its peers, has been declining. Our analysis did not produce a definitive
response, but creates a material concern about whether IPL has gotten the “biggest bang for the
buck.” The specific concern is the degree to which investments have been suitably targeted at
sound reliability goals. For example, recall the discussion above regarding the life extension
projects. The circuits addressed already had near-average reliability. Note that we measured
reliability in the year before life extension. A worse history may have preceded that time point in
some circuits.

3. Conclusions
1. IPL has not defined well the strategic objectives guiding investment in the distribution
system, or linked them closely with spending levels. (Recommendation #1)
This conclusion flows from a review of strategic documents and from interviews with the
personnel responsible for executing those strategies. The strategic direction is not sufficiently
specific and quantified. Non-specific goals lack actionability. Managers understand the general
objectives, but it is not clear how these objectives link to the investment program in a direct and
tangible way.
2. The distribution system does not share the same visibility, oversight, and strategic
commitment as generation. (Recommendation #2)
This situation is not unusual; it is in fact the case in most of the industry. It was reasonable to
expect some change as utilities divested generation and concentrated on distribution. We have
not observed that such a transition has in fact occurred in the industry. Lesser attention should
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not be confused with neglect, but the circumstances nevertheless affect IPL’s ability to
effectively manage and grow the system. There are exciting and interesting dynamics underway
in distribution, and the challenges and technology deserve a robust share of executive attention.
IPL can do a better job of creating a robust vision for distribution and solidly establishing it as a
priority with a degree of management attention consistent with its importance.
3. IPL employs a top-down approach to capital budgeting, but not in a manner that
suggests projects are arbitrarily cut or that spending levels are artificially depressed.
The top down approach becomes problematic when artificial limits preclude consideration of
necessary spending identified through detailed examination and analysis. The levels of actual
investment at IPL have not undergone arbitrary constraint, despite planning documents that
consistently suggest constrained future spending.
4. IPL employs well-designed capital budgeting processes that exhibit appropriate levels
of management participation and oversight.
The prioritization tool and the “continuous” nature of management participation typify what we
found to be strong processes. IPL can improve its focus on tangible goals and objectives;
however, the underlying processes and outputs are strong.
5. The mismatch between high levels of expenditure and declining reliability call IPL’s
capital expenditures on distribution plant into question. (Recommendation #3)
IPL’s level of continuing annual investment in distribution plant is considerably higher than most
utilities but mitigating factors preclude a direct conclusion that IPL’s level is inappropriate. IPL’s
investment per customer is perhaps a third higher than the median of our panel. The unique
nature of the service territory, however, complicates any analysis of the propriety of spending.
The spotty distribution of the service territory, coupled with a small number of customers in each
small grouping likely contributes materially to higher-than-average spending needs.
But the ongoing above average investment in plant does not seem to be reflected in system
reliability, as relative performance has run counter to relative investment. IPL makes clear that
reliability is a fundamental corporate priority. Reliability is one of three basic Company themes.
The trend in distribution-system reliability has been negative. Measures have declined on
absolute and relative bases. Such a decline raises concern even apart from the comparatively
high levels of spending. Coupling it with above average investment makes this issue a significant
priority.

4. Recommendations
1. Better define objectives for the distribution system and establish stronger and more
direct links between those objectives and the capital investment program. (Conclusion
#1)
IPL has limited and general goals. Defining specific, quantified long-term objectives will
facilitate the targeting of specific investments and the consistency of performance trajectory
towards the long-term vision on a continuing basis.
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2. Elevate the role of the distribution system in the hierarchy of priorities, with the intent
of assuring adequate top-level attention and oversight. (Conclusion #2)
We understand the strength of the focus on generation on power supply, considering the amount
of money involved and the technical, environmental, regulatory and market challenges
associated with generation and major power procurements. The Company should not diminish
that focus. However, there needs to be a suitable level of attention and commitment to the
backbone of operations in Energy Delivery. Our review of strategic documents suggests that the
level of attention can and should be improved. This does not suggest negligence in any way, but
a reduced level of attention must eventually detract from performance of the system.
3. Re-evaluate the strategy for reliability maintenance and improvement to assure an
effective balance between investments and reliability results. (Conclusion #6)
IPL has deployed programs that should directly increase reliability. The recommended worstcircuit program (addressed later in this chapter) offers an example where significant reliability
benefits should result. We will also discuss later the desirability of more aggressive pole
replacement, added wildlife protection, enhanced lightning protection and the underground
failure rates. Finally, the life extension program might benefit from a more specific focus on
circuits whose performance is significantly below average. We recognize that the GAP tool
should be sending such circuits to the top, but there is reason to believe that this might not be
happening as effectively as hoped.

F. Management Reporting and Monitoring
1. Background
Liberty’s examination of management reporting and monitoring addressed the following
subjects:
• Management reporting systems and processes used to monitor budget performance and
variances
• Actions taken in response to budget variances; specific remedies and actions required
• Comparison of planned/budgeted expenditures, rate case proposed expenditures, and
actual expenditures.
We applied the following criteria in this examination:
• Budget variances should be identified, evaluated, and corrective actions taken to
effectively manage the process
• Significant increases or decreases to the capital budget should be properly justified and
approved by senior management and the Board
• Budgeting should not consider rate case proposed expenditures to act as a cap on
expenditure levels
• Budgets developed and used for internal purposes should be consistent with those
incorporated into revenue-requirements analyses used and presented for regulatory
purposes.
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2. Findings
a. Budget Variance and Analysis
The section examines the roles of senior management and operating managers with respect to
budget variance and analysis.
i. Senior Management
Senior management uses two processes/teams to monitor budget variances: Planning,
Engineering and Projects (PEP) Team and the Strategic Planning Committee (SPC). The two
primary reports that present the cost variance data are the Outlook Report and the Scorecard.
ii. PEP Team
The Planning, Engineering and Projects (PEP) Team reviews tentative and proposed annual
budgets, tracks milestones and budget category variances, reallocates dollars among budget
categories, releases scoped projects, accelerates the start of projects and delays others, and adds
and deletes projects. The PEP Team comprises representatives from Planning, Engineering, and
Project Management and meets monthly.
The PEP team uses data from several sources, including the Large Capital Projects PEP File
Review, Large Capital Projects Monthly Project Cost Review, Electric Capital Projects
Database, and STORMS.
Electric system data reviewed by the PEP team include: capital and O&M fixed budget, YTD
spent, and percent of budget spent. The categories include: operating units, projects types,
individual projects, current and future projects, special projects (e.g., Life Extension), and
infrastructure types (e.g., distribution line and underground, substations). Gas system data
include similar generic electric categories, plus gas-specific categories such as cathodic
protection projects, main replacements, rebuilds, and plastic inserts. However, notably absent
from the data and analysis were work units (e.g., while miles of line installed is tracked, it is not
effectively used in analyses).
“Analyst reports” presented at PEP meeting include relevant tables and graphs. For example, one
report (titled “Electric Planning, Engineering & Projects (PEP) Meeting: Scorecard & Tracking”)
contains graphical data and status of budget dollars, by function and location, for current and
future years. It too, however, did not include work units.
The PEP Team meetings do not formally address budget variances with corrective actions. The
Company addresses them informally as part of day-to-day activities. The PEP Team members
often wear multiple organizational, however, the PEP Team members that uniquely represent
IPL’s interest are the Senior Manager, Project Management and Manager, Distribution
Engineering.
iii. Strategic Planning Committee
The SPC performs the annual budget process and the allocation of capital and O&M
expenditures, and it is also responsible for authorizing major changes to the budget during the
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budget year. IPL uses an iterative process for the Business Units, as represented by Budgeting
and Financial Performance (B&FP) leads, to request the SPC to change or exceed targets for
capital or O&M spending. The monthly review of the annual Outlooks (see below) with senior
management provides the forum to discuss these “special requests,” requiring a business case to
exceed the target.
iv. Outlook Reports
Outlooks provide monthly-updated budget-variance reports. More detailed Outlooks issued at the
end of the first quarter, second quarter, and each month in the second half of the year. The
monthly Outlook variance reports for the senior management of Energy Delivery have provided
current month actuals, year-to-date actuals and the forecast for the full year, for both O&M and
capital. The report also shows the full year forecast, by VP or director, broken down into various
general ledger account categories. The Outlook variance explanation column contains brief
comments, some terse analysis, but no identification of corrective actions.
The December Outlook year-end budget summary shows the budget, actuals, and variances for
all 12 months for each Business Unit and in total for IPL. The variances do not contain
explanations or analyses, or identify corrective actions.
v. Scorecard
IPL uses a corporate Scorecard to track and report a number of performance indicators, including
budget variances. The Scorecard derives from the corporate goals identified in the strategic plan.
The Scorecard generally updates monthly. Measurements come from the Business Units, and are
“tiered” by department or region, as applicable.
The primary financial performance indicator comes in the form of the year-to-date spending
versus established budget target. It is reported monthly. The target is 100 percent or less. Related
indicators are: O&M spending versus budget and capital spending versus budget. Examples of
units counted and reported, but not targeted or correlated to dollars, include: overhead and
underground distribution miles built, number of overhead and underground electric services
installed, and percent of GIMMS gas system inspections completed, for example. The Scorecard
reports at the most granular level contain some explanations for variances or missed targets, but
do not identify corrective actions.
vi. Operating and Project Managers
Assigned project managers generally manage budget-cost variance at the project level, but other
participants may have a role. For example, two types of substation projects exist. For substation
capital maintenance projects, the field engineer has responsibility for monitoring the project
through construction and completion. For scoped substation projects, the project manager has
responsibility for coordination of the project including planning, design, scheduling, budget,
construction, monitoring and project close-out. The substation engineer has responsibility for
notifying the Project Manager if the design will differ from the scope estimate by ±10 percent at
any time during the engineering process. The Project Manager monitors the project costs and
construction schedule throughout construction. The work/construction manager has
responsibility for notifying the Project Manager if any construction activities will cause the
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project to vary from the budgeted amount by ±10 percent, in order to support a review of the
options before moving forward.
Four basic performance measures apply at the operating and project manager level:
• Schedule: the required date versus the in-service date. Microsoft Project software is used
to track the schedule for projects greater than $25,000. STORMS is used for all other
projects.
• Cost: actual cost versus budgeted cost. The data resides in STORMS and Enterprise
Resource Planning (ERP – a PeopleSoft corporate level database for accounting and
financial data).
• Quality: the number of change orders per project.
• Engineering schedule: the date that the design is complete versus when it was required
to be complete.
vii. Contractor Management
IPL tracks performance of its contractors for overhead and underground line work, locating work
and vegetation management. Both the Overhead and Underground Performance Measurement
Summary Scorecards track: lost time recordable incidents per the rolling hours worked,
unintentional circuit outages per hours worked, percent of time a project has a pre-construction
meeting held prior to the start of work, and whether a post-construction meeting after the project
is completed.
The Company also tracks the types of work and the billing percentages by activity. This data is
used for historical comparisons and potential efficiency gains. For example, the report identifies
where and when the highest percentage of work was completed on a Time and Equipment (T&E)
basis. A review of the information will be completed to determine the drivers for work
completed on T&E to determine what adjustments can be made in the processes so that a higher
percentage of work is completed in the future.
IPL tracks its locating contractor work, including: type of facility located, number of tickets not
completed per the one call guidelines, number of locators on property, and the at-fault damages
by the contractor for the month. The data is also aggregated for Scorecard reporting.
In mid-2011, IPL developed a Scorecard metric for comparing its two vegetation management
contractors, measuring estimates to actuals and cost per mile.
b. Recent Changes in Performance Metrics
IPL has recently been developing and piloting new metrics for large projects. The Company
rolled out the Large Capital Metrics Pilot Project out in September 2011 for electric distribution
projects greater than $100,000. After review of the pilot, the process, with modifications and
improvements, was rolled out for all gas, electric and substation projects greater than $100,000
on February 1, 2012.
Metrics have been created for project management and for construction management. The
objectives of the Metrics Pilot Project are to: improve quality, timelines and costs, improve
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communication, early identification of significant issues, and reduce and make visible any
variation between design and actual construction.
Standardized metrics have been identified for electric line construction, substation construction
and gas construction projects. The metrics include: percent complete within X days of
construction start, percent as-built and reconciled completed within X days of project
completion, design construction hours compared to project actual construction hours, defects,
etc. Each of these metric categories is associated with an absolute number or a percent target.
A metrics variance tracking process and a change order process have also become formalized.
The Project Metrics Variance Report format contains defined areas for the project manager to
enter the variance explanation and corrective actions. The project manager reports the variance
reason to the Senior Manager of Project Management, who then shares results with the Director
of Operations Support or Director of Substation Asset Care and Regional Director where work is
occurring. The project manager will save completed forms and documents in STORMS. IPL
used its Six Sigma control plan process for providing and defining corrective action
responsibilities.
c. Budgeting and Rate Cases
IPL uses a historical test period for Iowa rate cases. Based on 199 Iowa Administrative Code,
Chapter 26, certain known and measurable changes to the test year amounts are allowed. From
these data, the IUB sets a revenue requirement designed to allow IPL an opportunity to earn its
authorized returns. Subsequent to the rate case decision, IPL manages its inputs (O&M costs and
capital expenditures in the combined functional areas) to meet customer, stakeholder and
shareholder needs. The constraining factors are at the total-company level (based on projected
revenues) rather than on a line item-by-line item approach coming out of the rate case. This gives
IPL some flexibility in spending levels based on needs and priorities between rate cases.
IPL’s last rate case produced a three-year moratorium on filing a base rate case as a condition for
getting approval of an automatic adjustment clause for transmission costs on a pilot basis. During
the moratorium, the IUB did not require IPL to report on capital project expenditures.
IPL reports that rate-case timing does not influence plans except as reflected in the financial
plan. The next possible electric filing would be in 2014 with a test year of 2013, although no
decision regarding a filing has been made at this time.

3. Conclusions
1. Management reporting of budget variance analysis contains no or very limited
explanations of variances and identifies no corrective actions. (Recommendation #1)
The PEP Team meetings do not formally address budget variance analyses and corrective
actions. Some Outlook variance explanations contain brief comments and terse analysis, but not
corrective actions. The Scorecard reports at the most granular level contain some explanations
for variances or missed targets, but not corrective actions. Processes for managing contractor
costs could be improved. Comparative analysis between internal employees and contractors is
lacking.
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2. IPL has recently begun to formalize and integrate variance explanations and corrective
actions into project management, but there remains a need to integrate the resulting
information with cost-management processes. (Recommendation #2)
Elements of the recent Large Capital Metrics Pilot Project represent a significant improvement.
The new Project Metrics Variance Report format contains defined areas for the project manager
to enter the variance explanation and corrective actions. The results are to be communicated to
higher levels of management.
The new process includes a roll-up of the metrics and variances to generate the monthly Large
Project Management Scorecard. However, it is unclear how the metrics data will be integrated
with the capital budgeting tracking processes and how the new information will influence
budgeting and cost management decisions.
3. Budget variance analysis and cost control do not have the benefit of substantial work
unit data. (Recommendation #3)
For example: the use of ‘miles of line built to date’ compared to the planned/budgeted miles for
the year would give advance indications that the budgeted dollars will be spent before the
planned miles are built.
4. IPL does not have unique representation during capital project planning and prioritysetting, budget negotiations, variance analysis, and corrective action identification.
(Recommendation #4)
No PEP Team and SPC members uniquely represent IPL’s interests. Because of the highly
integrated matrix organizational design, IPL as a regulated Iowa utility does not have
independent influence. (See a related conclusion in the Affiliates Chapter.)

4. Recommendations
1. Integrate budget variance analysis and corrective actions into all management
reporting and monitoring activities. (Conclusion #1)
Reporting systems need to be modified to incorporate variance analysis and corrective actions
for all levels of IPL management. Management team meetings need to include agenda items that
focus on variance analysis, corrective actions and, as a consequence, process improvement.
2. Clarify how the new information produced by the large Capital Metrics Pilot Project
will affect budgeting and cost management. (Conclusion #2)
The new process does include a roll up of the metrics and variances to generate the monthly
Large Project Management Scorecard. Clarify how the metrics data will be integrated with the
capital budgeting tracking processes and how the new information will influence budgeting and
cost management decisions.
3. Introduce work unit data into budgeting and cost-management activities. (Conclusion
#3)

September 27, 2012

Page V-38
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Construction Program Planning

Management and Operations Audit of
Interstate Power and Light

Analysis of the causes for work unit variances enable the early identification of problems and
allow time to take corrective actions in order to avoid delayed projects and budget dollar
overruns. Unit budgeting and variance tracking analysis also provide opportunities to uncover
root cause issues and to improve work processes. Further, unit budgeting may provide
improvements in workload and resource balancing and optimization.
4. Establish specific management positions that solely represent the interests of IPL in
decisions affecting capital projects. (Conclusion #4)
Individuals who are appointed to these positions should have the requisite authority and
sufficient influence to negotiate on behalf of IPL in the budget planning, priority setting, and
expenditure reallocations processes.

G. Project Management
1. Background
Firms requiring large investments in plant, like utilities, by necessity have developed their own
approaches to project management. Some projects can at times lend themselves to “turn-key”
efforts by contractors, but they tend to be more exception than rule. Project management is too
important for the typical utility to delegate; therefore large utilities all have dedicated programs
of project management, although they are of varying approach, sophistication, and quality.
The fundamental construct behind project management in a utility is the coordination and
management of multiple organizations for the completion of significant cross-functional
endeavors. The test then for applying project management concepts is not accounting (capital
versus O&M), nor size (large versus small), nor criticality, nor terminology (project versus
program), although each has an important role. The critical test is the degree to which it is
impractical to manage the overall challenge within the confines of a single organization, or
“silo.” The necessity to manage work that spans numerous organizations requires a crossfunctional approach, and that forms the foundation for project management.
Project management programs come in many
variations, but should all include a number of
standard components to meet key requirements. The
diagram illustrates them. An effective program will
contain all of these elements and perhaps more, but
three will always emerge as bottom-line objectives:
cost, schedule, and quality. The balancing of these
three parameters represents the most fundamental
challenge and required skill-set of project managers.

Our examination of project management applied the following criteria:
• Project management program should be in place that addresses all of the elements of
project management and is targeted at appropriate cross-functional projects
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A team of project managers should exist that have experience in all elements of project
management and have suitable credibility within the necessary work processes
Large projects should be provided with dedicated support resources, including planning,
scheduling and cost engineering skills
The role and responsibility of the project manager should be clearly defined and
understood throughout the organization
Expectations for project managers should be consistent with the authority and resources
given the project manager
Large projects should contain “exit ramps” early in the job to permit management reconsideration if costs begin to escalate.

2. Findings
a. Organization
The next diagram presents a partial organizational chart for the VP – Energy Delivery
Operations. We reference this chart in the following discussion of the project management
process and in describing the Electric Operations-Maintenance process in the Electric Operations
Chapter.
VP - Energy Delivery
Operations

Director - ED
Operations Support

Director - Engineering
& Asset Management

Director - Business &
Financial Performance

Dir.- Cust Ops Southwest Region

Sr. Mgr. - Project
Management - Iowa

Mgr. - Substation
Design

Sr. Mgr. - Line
Clearance & Contract
Management

Mgr. - Distribution
Engineering - IPL

Electric Managers

Mgr. - Delivery System
Planning

Gas Managers

Dir. - Substation Asset
Care

Combo Managers

Mgr. - System
Protection

Team Lead - Field
Engineers

Dir.-Cust Ops - Metro
South Region

Dir.-Cust Ops - East
Region

Dir.- Cust Ops Northwest Region

Sr. Mgr - Cust Ops
(Zone Managers)

Several work groups occupy roles central to the project management process. We describe these
work groups and their key personnel below.
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Sr. Manager – Project Management
• Project Managers: There are five full-time Project Managers (PMs). One is assigned to
substation projects. One is assigned to gas projects and some electric projects. Three are
assigned to electric projects.
• Construction Managers: There are three Construction Managers. They maintain a job site
presence for monitoring the construction work quality and progress of T-Crews and
contract crews.
• Project Analysts: There are two Project Analysts. As part of their regular duties, they
prepare the project schedules in MS Project.
• Three Construction Coordinators: They assist and provide a field monitoring presence for
large contractor groups working on projects.
• Field Engineers: There are 16 Field Engineers. They perform field design work for
projects greater than $25K. They are mainly layout and staking engineers (technicians).
Three engineers work on gas projects. The others work on electric projects.
• Traveling Crews: There are nine traveling construction crews (4 men per crew, 36 people
total). These crews work solely on large projects managed by the PMs.
Sr. Manager – Line Clearance & Contract Management
• Line Clearance & Patrol: This section manages the contractors involved in the
distribution vegetation management program. The section also manages the contractors
who perform the line patrols and groundline pole inspections.
• Utility Contractor Specialists: There are two Utility Contractor Specialists in Iowa. They
handle contractor expectations, audits and overall monitoring of the distribution line
contractors.
Manager – Substation Design
• Substation Engineers: There are five electrical engineers assigned substation design
function responsibility for Iowa and Minnesota. Responsibilities for substation design
include scope preparation, cost estimating and investigation of all options for substation
capital improvement projects.
• Substation Designers: There are three substation Designers that execute the detailed
substation designs.
Manager – Distribution Engineering – IPL
• Distribution Engineers: There are thirteen degreed Distribution Engineers which are all
located in the zone centers. Distribution Engineers are responsible for long term
engineering and planning for their assigned zone. They create the scopes for all projects.
They serve as a technical resource for the zones personnel. They provide training to the
Field Engineers on occasion. They conduct feeder studies. They investigate power quality
issues.
Manager – Delivery System Planning
• Delivery System Planners: This group has responsibility for system planning in Iowa.
There are six planners and one specialist supporting IPL.
Director – Substation Asset Care
• Construction & Maintenance Managers: There are four Construction & Maintenance
Managers in the IPL area. Each of these managers has from 10 to 20 employees. These
work groups are composed of electricians, maintenance technicians and inspectors. For
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new construction the managers provide the field monitoring of the contractors installing
the below grade package. About 50 percent of the work group’s time is spent on new
capital construction. The remaining time is spent on substation maintenance activities and
substation inspections.
• Substation Technical Support: This work group is composed of system technicians and
telecommunications technicians. They perform relay tests, NERC required testing, and
new construction commissioning.
Manager – System Protection
This work group is responsible for relay engineering and SCADA engineering in all three states.
There are about 15 employees. About half are working in the IPL area.
Directors – Customer Operations
• Regional Directors: There are four regional directors responsible for all Energy Delivery
operations in their respective region.
• Sr. Mgr. – Customer Operations: Each zone has a Sr. Mgr. – Customer Operations
reporting to the Regional Director. This manager is responsible for all operations
functions for electric and gas in their zone. These functions include service, budgets,
metrics and community relations. Their direct reports are:
o Electric Manager – Responsible for service personnel trained in electric
operations.
o Gas Manager – Responsible for service personnel trained in gas operations.
o Combo Manager – Responsible for an area using service personnel trained in both
electric and gas operations.
o Team Lead – Field Engineers – Responsible for management of the field
engineers for small projects (<$25k). The field engineers handle the day-to-day
customer service interactions and follow-up. They do the electric line design for
the electric projects and also some gas line design.
b. Project Management Process
The project life cycle comprises a series of processes addressing conception, development,
implementation, and termination. In each of these process areas the three project constraints of
cost, time and quality must be balanced.
i. Project Scope – Initiation and Development
Through the planning process, the Delivery System Planner identifies system needs. A
documented Solution Screening process exists to determine the best solution. For large
complicated projects such as a major substation or group of circuits, IPL’s Delivery System
Planner forms a team as part of the Solution Screening process. The team decides on the best
value plan solution. The Planner then develops a scope of work according to a documented
Scope Preparation process.
IPL’s Delivery System Planner (Planner) writes the substation scope of work. The Planner
initiates a substation scope including the initial planning one-line; which contains the necessary
information for generating a cost estimate (e.g., identification of equipment, minimum and
maximum equipment ratings). The Planner completes the Substation Estimate Request Form
(SERF), including the initial planning one-line and provides it to IPL’s Substation Engineering
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group. The Substation Engineering group uses the information from the SERF and the initial
planning one-line to identify the correct design elements. Substation Engineering submits these
items along with the final planning one-line and any additional drawings that are applicable back
to the Planner. The Planner includes these documents and their information in the final scope of
work.
Once scoped substation projects are released from planning, a Project Manager is assigned. The
Project Manager coordinates the project including planning, design, scheduling, budget,
construction, monitoring and project close-out.
A project ranking and evaluation tool (GAP tool) is in place and has been used since the late 90s.
GAP points are calculated based on point weights for different conditions. The three main
categories are outage & reliability (30 percent), capacity & voltage (40 percent) and age 10 &
condition (30 percent). There is a customer weighing factor based on the type of customer. The
GAP score represents the benefits of the projects and allows for calculation of the Benefit to Cost
Ratio (BCR) to prioritize projects for release. The BCR is based on the total GAP points divided
by the estimated loaded dollars. It is a dimensionless value. There is a separate GAP tool used
for gas projects and another for the electric projects. Normally gap analysis is a one-time deal
unless the project is re-submitted for approval. When the GAP tool is revised, all existing
projects not in construction must be re-gapped. The Planner must enter GAP Improvements
Points or provide an explanation as to why the project has no GAP score.
In addition, if a project meets certain criteria it must be presented to IPL’s Approval and
Exemptions Committee (A&E) for review and approval. The approval criteria include projects
that:
• Have costs greater than $100,000, excluding road move and sewer projects
• Require a new substation or additional capacity at an existing substation
• Seasonal load with construction costs over $15,000
• Have the potential for increased media or customer attention
• Are for investment of facilities for non-typical service requests, such as an alternate,
back-up or parallel source or other redundancy in the system
• The sale of all utility-owned land over $100,000 or utility-owned equipment, including
any part of the installed electric distribution and gas system.
• Distributed Generation projects over 1 MW or requiring AE investment
• Purchase of external utility assets.
Alliant Energy requires all capital projects greater than $5M in any year or greater than $10M for
a three-year term to have Executive Review and Risk Committee (ERRC) approval. The purpose
of the ERRC review is to fully understand the risks of major projects before approval.

10

As noted earlier, age itself is generally not a factor other than for poles that have already been “rejected” and
overhead lines older than 50 years.
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The scope originator will enter and submit the project for approval through the Electric Capital
Project Database (ECPD). The ECPD is configured to route the project through the proper
approval process once the scope has been submitted. The EPCD was built in 2006. It is intended
to house all project scope and study data. In 2008-2009 IPL added gas projects to the database.
The scope originator assigns a project priority to each individual project work request. The
project priority is a letter designation of A-New Customer, B-Date Driven, C-Seasonal work or
D-anytime.
Within the IPL Energy Delivery regions, Distribution Engineering (DE) generates the scope of
work for distribution projects. The DE first performs a site visit to evaluate the system. The DE
inputs the information from the site visit into the Distribution Cost Estimator (DCE). The output
from the DCE generates a cost estimate, and creates a Scope file in the Electric Capital Project
Database (ECPD).
A standing team titled the PEP Team (Planning, Project Management, and Engineering) meets
monthly to discuss the status of the capital budget and makes any necessary cuts or additions.
They use a query report extract ran from the EPCD called the PEP file for prioritization and
sorting. A PEP run is done once each week.
The PEP Team releases projects for construction in two yearly batches. Released for construction
means the design phase can start. There are two releases each year. One is in spring and the other
is in early fall. For example, the spring release this year (May 2011) was for projects that will be
constructed in 2012. They were designed in 2011 and then held until 2012 for construction. The
early fall release will also be for 2011 design and 2012 construction. The PEP Team does not
release all designed projects. This enables them to do resource leveling.
In addition to the GAP rankings, the targets for miles of line life extension and rebuilds are a
consideration for project release. Another factor in selecting the released projects is optimization
of the crew work in rural areas. The staffing of rural areas is designed to meet emergency
response times. Projects are given to the rural crews to fill in their time during non-emergency
periods.
ii. Project Implementation – Monitoring and Control
Contractor Management
The Substation Engineering design groups work outputs are three different construction
packages. These are the below-grade work package, the above-grade physical package and the
above-grade electrical work. Below-grade work consists of site preparation, ground grid,
foundation, conduit and final grade work. For IPL’s substation work, IPL generally uses
contractors for the below-grade work and internal crews for the overhead work. They hire
contractors for project-specific substations, usually on time and expense billings.
For large substations IPL will typically use some outside design resources for substation
engineering. If an outside engineering firm is used to create the packages, the packages are
issued to construction by the design group with all questions and work management coming from
the design group. The construction packages are the same whether internal or external
workforces are being used. The substation protection designs are done in-house.
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An IPL commodity team reviews each construction contract. They meet each month to evaluate
the market conditions, available workforce, availability of diverse suppliers, budget forecasts,
length of current contract, recent bids, safety record, quality performance, and develop a long
and short term strategy for each construction contractor. The strategy is communicated to the
Business Unit Contract Management Team (BUCMT) and contracts are bid per the strategy. For
example, the current electrical overhead distribution contract was bid in 2010 and a three year
contract was awarded. A BUCMT (Business Unit Commodity Material Team) is formed to
evaluate the bid. Buyer and BU determine the specific bid evaluation criteria and weightings
necessary to objectively make the award based on the best evaluated proposal. Solicitations for
bids are sent through IPL’s SKIER program (an online computerized system).
IPL uses both overhead and underground electric construction contractors for some distribution
projects. Unit price contracts are in place for gas and electric distribution contractors. When the
unit prices were determined, IPL listed the base unit price for each of the work items. They
generated the base list from prior contracts where the contractor provided the unit price. The
contractor bids a multiplier for the base unit prices. This is recognized as a best practice.
The Project Managers requesting contractors are responsible for scheduling the crews,
coordinating preconstruction meetings, updating schedules, reviewing bills, approving the bills
and serving as the initial point of contact for issue resolution. An IPL work/construction manager
is assigned to each project and provides job site coordination and oversight. In addition, there are
two Utility Contractor Specialists in Iowa. These employees manage contractor expectations,
audits and overall monitoring of the distribution line contractors. The Construction Managers in
the regions assign the line work to the contractors and inspect the work on a regular basis.
Work Management
IPL uses the STORMS system for the designs and sketches of work orders for distribution
projects. The STORMS work cycle allows the job to be progressed from initiation all the way to
closing. Field Engineering use STORMS to design a new service, request materials, estimate
costs and schedule crews for a job.
MS Project is the primary scheduling tool for the large electric distribution project work and
substation projects. There are two analysts in Project Management that input the MS scheduling.
Both internal engineers and any contracted engineering resources are on the schedule sheet. One
large MS Project schedule contains all of the projects. It is sorted as needed. Every two weeks a
regional meeting is held with the zone managers to review and plan the work schedules for these
large projects. After the meeting the analysts update the MS schedules. Three PDF sorts of the
data with different viewpoints are then printed (Construction Manager, Crew Foreman and Field
Engineer).
The Project Managers and Asset Care Analysts review this schedule every other week in region
meetings. The Project Managers use milestone dates for major material items such as transformer
or control house deliveries. For life extension work construction has a one year schedule
deadline. Rebuild projects identified as part of the regulatory inspection process have a five year
schedule deadline.
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Materials
The substation engineer identifies the procurement of standard material (material with an
assigned ID number) for a substation electrical project. They log the material on the Substation
Design Application Log (aka. SDA Log). The Substation Material Coordinator requisitions the
Material ID numbered items using a PRJ Requisition (Project Requisition). The PRJ requisition
is entered into ERP, automatically creating a purchase order. IPL has an integrated supply
relationship with Border States Electric Company to fill the purchase orders.
Border States ships large items direct to the job site. They also have boxes used for small
material items that are shipped to the site. The design must be in the STORMS system at least 20
days in advance to allow for material delivery. Poles are generally drop shipped to the sites.
Project Contingencies and Change Orders
All project information is in the PEP tool file. Updated cost information is fed in each week. This
tool allows IPL to review individual projects and or an aggregate of projects. The PM will make
a projection of the project costs. IPL uses contingency funds only on the larger projects.
Contingencies are an added line item on the estimate. Estimates must be within ten percent
accuracy. The actual costs must be within ten percent of the design costs.
The engineers stamp all drawings as Approved for Construction. Construction requests changes
through the project engineer on a change order form. The FE or contractor furnishes the change
order information for the PM to approve. Change orders are also done for items changing the
cost less that 10 percent as a means of documentation for the change impacts.
iii. Project Termination
Substation Asset Care performs substation commissioning and testing. After construction is
complete, Asset Care reviews the as-built drawings. The Project Managers provide contractor
rating reviews and surveys for all contractor jobs to the Contract Management organization.
IPL started a new close-out process in September 2011 for electric projects above $100k. This
process requires more formal reviews of the project finals, such as cost, design hours, schedules
met and post audits. IPL will eventually expand this to all project types.

3. Conclusions
1. A project management program is in place that addresses the elements of project
management and is targeted at appropriate cross-functional projects.
IPL has a comprehensive project management program in place. A Project Management Manual
documents and defines the program. Good procedures for initiation, development and control of
project scope are in place. IPL has all projects quantitatively ranked and a benefit-cost ratio
calculated. Project monitoring and control procedures are in place. A formal project close-out
process is in place.
2. A team of project managers with experience in project management is in place.
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There are five full-time project managers in place under the direction of a Sr. Manager. Every
project costing more than $25K is assigned to a project manager.
3. Large projects are provided with dedicated support resources.
Appropriate full-time dedicated support resources are in place. The bulk of the project work is
done by in-house resources under direct control. There are two dedicated project schedulers.
Three construction managers and three construction coordinators are available for job site
monitoring. Sixteen field engineers are available for design work and monitoring. There are
dedicated large construction crews available for large project constructions. Dedicated substation
engineers and designers are available.
4. The role and responsibilities of the project manager is defined and understood.
The project manager role is clearly defined in the Project Management Manual. The
responsibilities are consistent and well understood through-out the organization.
5. Expectations for project managers are consistent with their authority and resources.
The resources available to the project managers are defined in the Project Management Manual.
These resources include both personnel and systems. These resources are at a high level, and the
corresponding expectations of the project manager are also set at a high level.
6. Large projects contain “exit ramps” to permit management reconsideration if cost
escalates.
All project data is contained in a common Electrical Capital Projects Database. A PEP Team
(Planning, Project Management and Engineering) maintains close control on the release and
scheduling of all projects. Any project projected to exceed costs by 10 percent is required to
undergo a full scope review. These reviews and controls allow for management reconsideration.

4. Recommendations
Liberty has no recommendations in this area.
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VI. Electric Operations
This chapter evaluates the various operating elements of IPL’s electric distribution business. We
address the following elements:
• Staffing
• Maintenance
• O&M Costs
• Cost Analysis and Management
• Operations Support.

A. Staffing
1. Background
Most utilities have reduced headcount
considerably over an extended period of years.
The 1990s witnessed this phenomenon
particularly, as “efficiency” and “deregulation”
became industry watchwords. The total reduction
in industry employment represents 25 percent of
the peak in 1990. Some have speculated that the
trend would change due to demographics of the
utility workforce and other factors. The data in
the accompanying chart supports this view, with
2007 representing the first upturn in 17 years.
Employment has held steady through the worst
economic downturn in decades, suggesting more
demand for employees might emerge after a healthy recovery.
The extensive and widespread use of contractors complicates direct analysis of utility staffing.
Liberty has therefore focused more on O&M costs in total as opposed to staffing. We consider a
primary test of prudent management to be the degree to which a staffing plan has been
analytically developed. That plan should define the quantity and skills required of the workforce
as a function of the work. In addition, the mix of internal employees and contractors should be
optimized, again as informed by analytical processes.
The need for a longer term focus than utilities have traditionally employed comprises another
important evaluation criterion. Utilities all face the same demographic challenges, as experienced
career employees retire in seemingly ever greater numbers. A longer term view becomes
essential, given the prolonged training requirements for skilled utility technical workers.
Organizations that made sharp reductions in earlier years (such as the 1990s) likely have
weakened their skills and experience base. Such entities now face a bigger challenge in
recruiting and training replacement people.
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2. Findings
a. Staffing Levels
IPL has made staffing reductions a strategic priority. The topic has prominence in strategic
documents and the consistent decline over recent years indicates successful pursuit of this
priority. It appears the results achieved have come without significant layoffs or other
particularly disruptive techniques. This “slow but steady” approach generally presents the best
strategy in the utility industry.
IPL staffing, including its approximate share of Corporate Services, declined by 269 (12 percent)
in the two and one-half years of 2009 through mid-2011. The reduction disproportionately
affected corporate services. The decline in Energy Delivery staffing was about half that rate. It
nets to about an 11 percent reduction when measured back to 2006. A key to any downsizing
effort is the degree to which production resources, as compared to overheads, get cut.
IPL has employed a highly structured analytical process to define optimum staffing in each of its
organizations. This process is still underway.
Focus on the work required to be done comprises the single, primary ingredient in any effective
staffing analysis. Alliant introduces a modification, instead focusing on “core work,” and then
constructing a fairly limited definition of core work. The Company defines core work for
distribution production resources as emergency response and compliance tasks. The analysis
considers after-hour calls and the number of employees required to assure a fair and reasonable
number of times on which an employee should be called.
The core work analysis does not ignore other important factors. For example, IPL does not
assign to an outsider work perceived as high risk (e.g., switching). IPL will also use employees
where customer face-time is expected. Some jobs do not lend themselves to the emergency
definition for core work; IPL uses more subjective means in those cases. For example, the
Company determined staffing levels for line construction by deciding that a base level of internal
line construction crews is prudent.
In summary, the process IPL uses to optimize staffing, as well as the results achieved so far,
suggest that distribution staffing levels are likely appropriate, or will become so, as each group
undergoes the analytical process. Ultimate success requires an adequate supply of contractors to
provide necessary, but non-core functions. It is not
clear how IPL addresses such outside resources in
its analyses.
Liberty examined the direct payroll cost per
customer for IPL distribution. The accompanying
chart places IPL around the median for the 57utility panel. IPL has established a position putting
it about 15 percent less than the industry in recent
years. The Company falls much lower than this
amount when measured by total O&M costs. We
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therefore examined the payroll data more closely.
We considered IPL’s 2011 direct payroll as a
percentage of distribution O&M, finding that IPL
had the highest percentage among the 57-utility
panel (64 percent versus a median of 41 percent).
Payroll tends to comprise the primary cost driver
at utilities; it appears extremely so at IPL on a
comparative basis. This phenomenon is not a new
one. A five-year view, as shown in the
accompanying chart, places IPL second highest in
the panel and still well above the panel members.
The chart shows the industry trend of relying less
on payroll, presumably reflecting increased use
of contractors over time. An alternative
explanation may be more aggressive cutting of
staff by the panel members, with added
contractors picking up some of the load. The
large drop in industry employment supports
both explanations. In any event, the
extraordinarily high percentage represented by
IPL payroll suggests that the “added
contractors” element is increasingly missing.
The experience of the Alliant utilities has
diverged clearly from the industry trend in
recent years. This divergence, coupled with the O&M data, indicates a strategy of relying more
on internal resources. Such a strategy raises questions when it comes at the same time that IPL
has been reducing internal resources.
b. Employee Demographics
All utilities face significant challenges raised by an aging workforce. As the large infrastructure
investments of the late 1960s are reaching the end of accounting lives at the same time, so have
peak hires from that time been reaching the ends of their working careers. The period of industry
downsizing substantially diminished opportunities to bring in younger workers, thus
compounded the problem. Strikingly, only 20 percent of Energy Delivery’s workforce were less
than age 40 as of the end of 2010. Only 7 percent were under 30.
We found Energy Delivery especially sensitive to this challenge. Strategy documents indicate a
frequent management discussion and the organization has developed specific hiring and training
plans. Interestingly, however, projected hiring levels have fallen considerably below prior
projections. The accompanying chart illustrates a major extreme change in thinking. Note that
the chart applies only to physical worker positions that require a greater than two-year
apprenticeship. The change in plans resulted from the following factors:
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Reduction in the overall
staffing target
Plans now calling for hiring
journeymen
in
some
locations
Review of unauthorized
positions in order to use
them elsewhere.

Notwithstanding these mitigating
measures, the change in thinking
remains very substantial, as shown
on the accompanying table. Such changes raise the question of the degree to which budgetary
restrictions may have driven conclusions and actions.
We credit management with seeking aggressive
mitigation, but find shifts of this magnitude difficult to
understand.
About 760 Alliant Energy Delivery employees had
already reached at least the age of 55 by the end of
2010. One can assume that the vast majority of these
individuals will no longer be with the company in 2020. Even moderate attrition among younger
employees will raise the loss (and the corresponding replacement needs) further. These numbers
make planning for replacements a very substantial serious issue. The Company clearly considers
the issue so. It remains, nevertheless unclear how the “new” plans provide a sound solution.
c. Staffing Strategy
Energy Delivery has employed a management staffing strategy characterized by frequent
rotations and diverse, non-traditional backgrounds. Conceptually, managed use of such an
approach has merit. Care must apply, however, in applying it in an organization that requires a
high technical skill. Potential drawbacks from overuse or misapplication to particular positions
lie in diminished operational sensitivity, judgment in making cost versus technical trade-offs,
morale of subordinate technical employees, and the organization’s ability to develop and
maintain a required level of technical excellence.
The regulated utility industry has correctly raised the business awareness and knowledge of its
employees. Business skills in operational areas have been substantially strengthened from the
generally weak levels of many years ago. It remains important, however, to view the introduction
of business skills as an addition to and not a substitution for high levels of technical and
operational excellence. We have observed the overuse of “substitution” in other organizations in
today’s industry, leaving them with a too-much weakened sensitivity to operational
considerations.
We observed signs of such symptoms emerging at IPL, although Liberty has no evidence that
IPL’s management staffing practices underlie them. We nevertheless believe that it is correct for
Alliant to exercise care in assuring that a strong operations focus continues among its
September 27, 2012
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management. It appeared to us that Energy Delivery management seems to have reached similar
conclusions before our findings, and is actively considering changes in policy.

3. Conclusions
1. IPL’s internal staffing strategy has been carried out via a sound but constrained
analytic process with resulting staffing reductions implemented at a measured pace.
We found the “core work” approach, including IPL’s definition of core work, atypical, but welldesigned. The process established to examine all ED organizations over a period of time is
sound, and appears to be working well. Staff reductions have been significant, but the Company
has implemented them in an orderly manner.
2. IPL has demonstrated an increased reliance on internal distribution resources at the
very same time it is reducing those resources, presenting a potentially risky strategy.
(Recommendation #1)
On the surface, the two elements appear to be at odds, or at least have a high potential of being in
conflict. We later raise a concern for about the sufficiency of O&M spending. These two
competing priorities may be a major contributing factor to artificially low O&M costs, should
they be determined to exist.
3. Energy Delivery faces a very substantial workforce demographic issue; future hiring
and training plans do not appear to be consistent with this challenge. (Recommendation
#2)
More than 700 workers are over the age of 55. ED now sees its physical workforce hiring needs
as only 20 percent of its prior estimate. The planned actions aimed at decreasing the hiring needs
do not appear sufficient to generate a change of this magnitude.
4. Energy Delivery’s management staffing strategy, characterized by frequent rotations
and diverse, non-traditional backgrounds, requires particular care in implementation.
(Recommendation #3)
Rotations and diverse backgrounds are generally positive, but need to be applied with care. The
physical operations of a utility demand frequent balancing of technical and operational
considerations with other priorities. A utility organization needs in place at all levels people who
can understand and deal with such demands. Care must be taken to assure that the levels of
technical and operational excellence required in a modern utility are not compromised.

4. Recommendations
1. Re-examine the strategy of relying heavily on internal resources while at the same time
reducing personnel, in order to validate the strategy’s effectiveness and efficiency.
(Conclusion #2)
There is a real danger that these two potentially conflicting approaches can result in
inappropriate limits on O&M spending. The overall spending concern will be discussed below.
The danger exists that the competing priorities can preclude effective spending decisions.
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2. Re-examine Energy Delivery plans for coping with the anticipated high turnover from
an aging workforce to confirm their efficiency and effectiveness. (Conclusion #3)
The aging workforce issue presents an industry-wide challenge, which has particular relevance
for IPL. Hiring new physical workers who have multi-year training needs can have significant
productivity and cost impacts.
3. Re-examine Energy Delivery’s management staffing priorities to determine if rotations
should be less frequent and to assure backgrounds consistent with a high level of
technical and operational excellence where appropriate. (Conclusion #4)
It is our understanding that ED management is already actively reconsidering its management
staffing practices in response to internal concerns similar to Liberty’s.

B. Maintenance
1. Background
IPL owns and maintains 17,788 miles of overhead primary distribution line and 2,420 miles of
underground distribution line (a total of 20,208 miles). IPL also owns and maintains about 600
substations. The maintenance of this infrastructure requires many specific inspection and
preventive-maintenance programs. Inspection and preventive maintenance form important
components of system operations. Early identification and response need to be effective to
optimize work activities. These maintenance programs also form the basis for evaluating changes
necessary for making improvements in operations, maintenance, and future capital projects.
The criteria that Liberty applied in examining maintenance include:
• A formal program defining maintenance policies and practices should be in place
• Maintenance programs should be developed with a sound analytical base
• Maintenance schedules, repair and replace criteria, and inspection plans should be
documented
• Maintenance budgets and activities should be directly correlated to system operating
objectives.

2. Findings
a. Organization
Several work groups perform functions central to the maintenance process. The Project
Management section of the Construction Program Planning chapter contains an organization
chart for these work groups. The next paragraphs describe the principal resources responsible for
maintenance activities.
Manager –Distribution Engineering-IPL: This position has responsibility for IPL electric
distribution reliability. Thirteen Distribution Engineers (DE) operate from regional locations in
the service territory. Most of these electrical engineers have professional registrations. Their job
functions include developing circuit switching plans to support maintenance activities, reliability
monitoring, power quality investigations, circuit fault current studies, and analysis of small
distributed generation sources for connection to the system. They work with and support local
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field engineering and system planning resources. The DEs lead local Zone Reliability Teams.
These teams review subjects such as worst performing circuits, multiple outages (three plus), and
outage trends, in order to identify potential needs and actions.
Senior Manager – Line Clearance and Contract Management: These managers manage the
contractors involved in the distribution vegetation-management program. They also manage the
contractors who perform line patrols and groundline pole inspections.
Senior Manager – Customer Operations: Each of IPL’s fourteen zones has one of these
managers, who report to the Regional Director. The manager in each zone has responsibility for
all operations functions for electric and gas services. These functions include service, budgets,
metrics, and community relations. The managers listed immediately below report to these Senior
Managers - Customer Operations. The managers below have responsibility for all linemaintenance activities and any project work below $25k. IPL bases staffing levels in this group
on a standard of meeting a minimum one-hour emergency-response time.
• Electric Manager: Responsible for service personnel trained in electric operations. The
main work classification is Line Mechanic. Mechanics have ratings to work on 300 volts
or below, 600 volts or below or up to 4 and 12 kV (fully rated). Some have ratings
allowing both overhead and underground work.
• Gas Manager: Responsible for service personnel trained in gas operations. The main
work classification is Gas Mechanic or Welder. Their core work also includes gas-facility
inspection.
• Combo Manager: Responsible for service personnel trained in both electric and gas
operations. These employees generally travel from their homes. They receive service
orders electronically via mobile data terminals.
• Team Lead-Field Engineers: Responsible for the field engineers. The field engineers
handle the day-to-day customer service interactions and follow-up. They perform electric
line design for small projects (less than $25k) and some gas-line design. They interact
with the field engineers in the Project Management group to support designs for large
projects (greater than $25k). They also interact with the Distribution Engineers in the
Distribution Engineering group on reliability issues.
b. Overhead Distribution Plant
Line Patrol and Maintenance: IPL conducts line patrol and maintenance under a program it terms
“Life Extension.” IPL implemented this program in 2010. The Life Extension program calls for
inspection of specific overhead distribution facilities for identification as life-extension projects.
These projects correct deficiencies in a manner designed to extend the life of distribution-line
segments for a period of twenty or more years, thus postponing rebuilds. Program work includes
ground line treatment of poles, reinforcing or replacing damaged and deteriorated poles,
replacing worn, broken or deteriorated line hardware, adding lightning protection, tightening
loose hardware, and other approved work. IPL inspects about 2,200 miles each year, thus
generating a 10-year inspection cycle. To qualify for Life Extension, the work must cost less
than 40 percent of rebuild cost. If it does not, the line must be rebuilt. In addition, IPL generally
will rebuild the line when the conductor requires replacement.
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Five employees perform or provide oversight for Iowa electric-line inspections. The line
inspections take place in conjunction with the pole-inspection program. IPL bid-out the line
inspection process. This solicitation produced a three-year, unit-price contract running from 2012
to 2014 and with United Pole Technologies, an Asplundh subsidiary. The contract applies ten
percent penalties for failure to meet required dates. Fifty percent of the work must be done in the
first half (July) release and fifty percent in second (December) release. IPL has established a goal
for completing all repairs of items identified during its annual inspection program. The goal calls
for repair completion within 12 months following the release to the field. IPL reports that this
schedule results from agreement with IUB staff.
Four- or five-person crews conduct the inspections. Some crews conduct wood-pole groundline
excavation and treatment; others perform overhead inspections. These crews record inspection
data on handheld units that contain a GIS download of the circuit being examined. The crews
perform inspections on a per-circuit basis. They upload action items identified into STORMS. A
work request is created before the circuit is inspected and one work packet per circuit will result.
Rebuilds are included in separate work requests. The work packets issue in the two, six-month
releases noted above, and the Operations Managers then have the previously mentioned 12
months to complete the work.
The Manager of Customer Operations for each zone has responsibility for the design and repair
of all items identified through the inspections. A status report of work completion issues to the
Regional Directors on a monthly basis. STORM tracks work status. Company crews complete
most of the work. Contractors may be brought in to complete some work, if other O&M work
causes employees to fall behind schedule.
IPL also inspects any underground facilities that exist on these same, overhead circuits. These
inspections consist of an outside visual examination and the application of any missing penta
(security) bolts or stickers. IPL employee-crews inspect those underground circuits that have no
overhead portion.
Wood Pole Maintenance: IPL maintains 617,528 wood distribution poles. These poles vary from
30 to 60 feet in length. Almost all are of wood, generally Southern Yellow Pine or cedar species,
depending on the legacy company that installed them. IPL has actual ages on only about ten
percent of these poles, but believes its average pole age to be 31 years. IPL gathers demographic
pole data as part of its current ten-year patrol and inspection program. IPL conducted some wood
pole testing in the past, but had no pole-treatment program.
IPL began to use contractors (Asplundh and Osmose) starting December 2010 to inspect and
groundline-treat poles. IPL has adopted a ten-year catch-cycle, and plans to reach a twenty-year
sustaining cycle. The Company inspects, tests, and treats at ground level all poles greater than
twenty-five years of age. It conducts a visual inspection of the pole-top facilities. IPL visually
inspects poles and pole-top facilities if less than twenty-five years of age. The Company does not
treat poles of this younger vintage.
IPL replaces or reinforces defective poles. The same inspection contractor (using a different
crew) performs the reinforcements. All pole replacements have a one year construction schedule.
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Only one year of inspection data is available. The next table shows it.
Year Inspected Poles Inspected Poles Rejected Reject Rate
2011
60,867
4,097
6.7%
The reject rate is significant (i.e., greater than five percent). The current inspection program will
not begin its second cycle until 2021. The present pole population will age significantly in the
interim. Liberty expects the reject rate to increase slowly. Wood-pole strength concerns will not
normally be visible during non-major storm periods. Poles experience maximum stresses during
major storms. Low-strength poles fail most commonly during major storms.
IPL personnel discussed with Liberty the
occurrence of cascading distribution-line
failures during major storms. Such failures
consist of a long line of continuous poles being
broken off or lying on the ground. Many
cascading pole failures are several miles long.
Cascading pole failures are generally rare, and
not tolerated in the industry. IPL experienced
two such recent events; i.e., the 2007 Ice Storm
that took down steel structures and a 2011 event
which had winds clocked in excess of 100 mph.
System Maintenance Concerns: Wildlife
contacts (commonly been caused by birds,
squirrels and raccoons) have historically been
the largest cause of outages. Wildlife-caused
interruptions accounted for 27.1 percent of all
interruptions from 2006 through 2010. IPL has
focused on preventing wildlife interruptions in
recent years. Preventive measures generally
consist of wildlife protectors installed on highvoltage equipment bushings. The number of
wildlife interruptions has shown steady
decrease since the adoption of these measures.
Lightning has been the second largest cause of
outages, accounting for 25 percent of all 2006
through 2010 interruptions. The number of
lightning interruptions has held steady or increased.

Equipment interruptions comprise another
leading cause of outages, accounting for 19.3 percent of all 2006-2010 interruptions. The
equipment outage curve looks almost identical to the lightning outage curve, indicating that
many of equipment outages are actually lighting-related.
September 27, 2012
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c. Substation Maintenance
IPL maintains 640 substations. A total of 509 of these operate solely as distribution facilities.
The remaining substations combine transmission and distribution facilities. IPL bases substationinspection schedules on time and equipment. IPL conducts substation visual inspections every
other month. The CASCADE program maintains substation-equipment data, and drives
maintenance and inspection schedules. CASCADE reports issued each January provide the
yearly workload. IPL downloads the reports onto handheld devices for the inspectors and paper
copies are also issued. IPL also issues and monitors quarterly progress reports.
Contractors perform any necessary analysis of equipment. The Transformer Oil Analyst database
stores and makes available a history of all past tests. The transformer gets trigger alerts that
generate follow-up. IPL tests all large substation and distribution equipment and large threephase pad-mounted transformers. It schedules power transformers for an oil analysis at one- to
five-year intervals, depending on the size.
IPL bases breaker overhaul maintenance on the results of the oil analysis. IPL also identifies
obsolete breakers for replacement. Maintenance Planning issues a “white paper” to planning
personnel addressing the replacement of obsolete breakers. Planning then includes the
replacement of the obsolete breakers in the scopes of projects they consider.
IPL divides substation-maintenance programs into capital and O&M project categories. The
Substation Maintenance Managers identify and estimate the capital-maintenance projects. A
Field Engineer then creates a work request, and orders the required materials. The Field Engineer
monitors the project through construction and completes the close-out paperwork.
Repair requirements and emergency conditions typically generate substation O&M work.
Examples include fence and ground grid repairs following theft, gravel washout repairs,
replacement of failed power transformers with existing spare power transformers, and
replacement of wildlife protection. The Substation Construction and Maintenance Managers plan
and budget the O&M projects. The Managers use information from past projects and predicted
work to develop budgets. A five-person Maintenance Planning group located in Cedar Rapids
provides support. Two transformer experts work in this group.
d. Underground Distribution Plant
Historically, IPL has not replaced underground cable under a defined program, instead replacing
it on an as-needed basis. IPL does not therefore track primary cable failures at the Company
overall level. The local Field Engineers and Distribution Engineers track cable failures in their
geographic areas. Distribution Engineers define the scope of a replacement project after a cable
fails three or more times. IPL then replaces the cable as determined by its planning priority
identified through the Benefit Cost Ratio in the GAP analysis.
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IPL has experienced several problems with
some
URD
(underground
residential
development) cables initially installed in the
1960s and 1970s, particularly because the then
new chemical formulations of insulation types
did not prove to have their originally-estimated
lives. The accompanying graph illustrates a
typical failure rate curve for this type of cable.
The graph shows that, once this type of cable
starts to fail, the numbers of failures will
increase exponentially. It has therefore become
common practice in the industry to monitor such cable proactively, and to replace it when it
reaches its end of life.
Approximately 350 miles of cable installed prior to 1977 qualifies for replacement. IPL’s
Distribution Planning Department has recently begun developing a long-term plan for cable
replacement based on the type and age of cable.

3. Conclusions
1. IPL employs a suitable, formal program defining maintenance policies and practices.
The Life Extension program defines the line-patrol, inspection, and repair process for
distribution lines. The program contains most of the proactive maintenance processes. This
program is robust, but fairly new. IPL implemented it in 2010 with an initial ten-year cycle.
Substation inspection and repair programs exist; the Substation Asset Care section defines them.
A comprehensive suite of inspection and testing programs apply. The CASCADE system
supports the monitoring of inspection schedules and maintenance orders. Overall IPL has been
reducing the number of small substations that must be maintained.
2. High reject rates and occurrences of cascading pole failures during storms raise
concerns about IPL’s wood-pole maintenance program. (Recommendation #1)
IPL instituted a groundline treatment and inspection program only recently, in 2010, as part of
the Life Extension program. The lack of prior, structured treatment and inspection has
contributed to a significant rate of defective poles (6.7 percent in 2011). IPL has adopted a tenyear cycle for its current pole treatment and inspection process, indicating completion in 2020.
The risk of climbing defective pole rates during this period requires close monitoring. IPL may
need to shorten its first treatment and inspection cycle if that rate continues to climb.
Cascading pole failures have been a common occurrence in past major storms affecting IPL’s
network. Some of these failures have brought down multiple continuous miles of pole lines.
Such occurrences create obvious reliability and safety concerns. They also require very large
resource commitments and attention during major storms. Loss of miles of line due to cascading
pole failures is rare in the industry. IPL has not been investigating the underlying, root causes of
these unusual failures.

September 27, 2012

Page VI-11
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Electric Operations

Management and Operations Audit of
Interstate Power and Light

3. Outages caused by wildlife have posed significant reliability concern, but they have
been diminishing in response to recent changes in practices and standards.
Wildlife-caused outages have been the largest outage category during the past five years.
However, IPL has implemented practices and standards to address this issue. As a result, the
outage trend is showing a steady decrease, which should continue to improve.
4. Lightning-caused outages are high enough to warrant more focused attention.
(Recommendation #2)
Lightning-caused outages have comprised the second largest outage category during the past five
years. The number of these outages has been holding steady or increasing. Moreover, outages
categorized as equipment-caused display a very similar curve to the lightning outage curve.
Many equipment outages are in fact lightning-caused, with the equipment damage being effect
rather than cause. Together the lightning and equipment outages account for over 44 percent of
all the non-major storm outages.
5. IPL lacks a formal
(Recommendation #3)

underground

distribution

cable replacement program.

Older URD primary distribution cables have an exponential failure curve as they approach their
life ends. This phenomenon requires a proactive rather than a reactive approach. IPL’s current
replacement process is reactive.

4. Recommendations
1. Implement a program to investigate and address cascading pole failure occurrences.
(Conclusion #2)
IPL should adopt and implement a focused and structured program in place to investigate these
occurrences and to implement any correctional measures. The high level of reject poles may be a
factor in some cases. Common preventative measures used to control areas subject to cascading
pole failures are storm guying, control structures (poles with a higher class than the minimum
required by the NESC), reduced pole spacing, and increased pole class.
2. Implement a program to improve the lightning protection of the electrical system.
(Conclusion 4)
IPL needs to examine the underlying reasons for the large number of lightning-caused outages
occurring on the system. The goal should be to slow or reverse the trend in such outages.
Common preventative measures used to improve lightning performance include lightning
arrester standards, higher BIL margins, arrester installation practices, and low resistance
grounding systems.
3. Implement a formal underground distribution cable replacement program. (Conclusion
#5)
The expense of replacing obsolete cable cannot be avoided. However, a proactive replacement
program for selected cable types that have reached their ends-of-life can avoid some outage and
repair expense. Common industry practice is to apply proactive, cost-effective replacement
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programs for obsolete cable. For such cable, replacement prior to (rather than waiting for) failure
has proven more effective. Approximately 350 miles of cable installed prior to 1977 is suitable
for replacement. IPL’s Distribution Planning Department has recently begun developing a longterm plan for cable replacement for IPL based on the type and age of cable.

C. Distribution O&M Costs
1. Background
Events of the 1990s gave impetus to major utility-industry reductions in investment,
employment, maintenance and overall operating costs. The result has clearly been movement to
another level in cost effectiveness in these areas. What has been less clear is the balance between
that improvement and the impacts on operations, particularly given the significant lag that can
exist between reduced resource “inputs” and resulting service-quality “outputs.” This report
earlier discussed what we consider to be some already evident changes in those outputs. What
impacts remain to emerge have less transparency. In any event, increased network cost efficiency
clearly has come at a price.

2. Findings
Alliant’s benchmarking against a regional peer group show IPL (and WPL as well) superior to
their peers and getting better in terms of cost per customer. That study is remarkable in terms of
the Company’s relative performance, so much so that one needs to ask where one should draw
the line in determining how far cost containment can go before service-quality considerations
should contain it. The median costs of the seven other companies in the sample are about 70
percent above IPL costs.
Expanding Alliant’s panel to include our previous
57 utilities (with customer counts between
250,000 and 1 million), the contrast becomes even
more stark as shown on the accompanying chart.
A detailed analysis of the circumstances of each
panel member would undoubtedly disclose many
differentiating characteristics. Therefore, one
simply cannot take the raw numbers at face value.
Consider, for example, the following:
• Median costs for the industry are 95
percent higher than IPL distribution costs
on a per-customer basis for the three years
ending 2011.
• The gap between IPL and the group – its
degree of superiority – widens every year,
and at an increasing rate every year. This
pattern has been sustained for nearly 15
years. It is clearly impossible that this can
continue, but it also is extremely difficult
to see how it got this far.
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Moreover, IPL’s superior performance measured against an industry whose performance
has been pretty good in its own right. Annual compounded growth in O&M costs over the
last 15 years has been positive 2.1 percent. IPL annual growth has been the opposite; i.e.,
negative 2.1 percent.
IPL’s O&M costs as a function of plant
are also at industry-low levels. The
accompanying chart shows IPL costs at
only 1 percent of plant – about a third of
the industry median.

One might observe that higher investment in
plant, which is the case at IPL, should translate
into lower O&M costs. The accompanying chart
seems to confirm this observation, but only after
a troubling high point was arbitrarily removed.
Even in this best case, we do not see benefits in
O&M costs large enough to explain IPL’s
position. Note that IPL is still superior versus
the trend line by about the same amount as seen
in the previous charts.
The key question is how to measure whether IPL
has really been this successful in terms of
distribution costs. The Company has made a
commitment to LSS (Lean Six Sigma) and has
embedded the approach in the organization.
With time, it has become a part of the culture,
and the Company has developed a capability
that we have not seen elsewhere. It would be wrong to underestimate the value added. Nothing in
our analysis should be taken as suggesting the benefits at anything less than substantial.
It nevertheless remains reasonable to question whether the track record in distribution O&M is
“too good to be true.” The wide disparities evident in the data suggest otherwise. It is reasonable
to suspect that the stance each year at budget time, where aggressive limits are predetermined
and rigidly maintained, represents the fundamental reason why distribution costs are as low as
they are. LSS has helped Energy Delivery cope with limited spending, but it is the spending
limits that seem to be the driver.
The Company reports that budget targets have some flexibility in terms of allocations among
various units, but are rather rigid at the bottom line. Organizations must therefore compete for
their fair share. This circumstance gives color to our observations about the limited place
distribution has had in the hierarchy of priorities. It would not be uncharacteristic to see
distribution, as it has in the industry for a long time, wind up in the back seat.
We discussed earlier the notion that some utilities have focused on financial limits at the expense
of operational considerations. Instead of operational needs defining spending requirements, fixed
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spending limits define operational performance; the independent variable is reversed. For
example, instead of spending to meet operational performance targets, one reduces operational
performance targets to align with allowable spending.
We do not suggest that IPL promotes operational neglect and misguided priorities. IPL is a wellmanaged utility and is above average by most of our measures. But there are warning signals
here that call for a management re-examination of some of its practices and their implications.
Inadequate spending can take years to manifest itself in terms of reduced reliability, but the low
levels of spending have indeed been in place for years. Unfortunately, IPL’s reliability trends
seem to raise fears that perhaps indications of such problems have already materialized.
We have discussed our concerns in this regard with management, which While the company and
we have differing views of the severity of a potential reliability problem, the company is
monitoring performance and has implemented focused improvements in reliability, specifically
the life extension program which started in 2011 which is discussed later in the report. The
company recognizes its O&M trend and continues to monitor if change is warranted. The
prevailing belief is that IPL has capable operating managers who will sound the alarm and
demand added spending if problems begin to surface.
We consider this too reactive a posture. After a few years of fixed budgets, managers learn to
work within those constraints and understand that there is nothing to be gained by emphasizing
operational issues that cannot be funded in any event. Moreover, if managers must wait until
alarming drops in service metrics occur to be heard, the alarm will have come too late to allow
efficient, effective response.
In summary, we see a picture emerging where a series of factors are all converging:
• Annual distribution O&M budgets fixed or declining
• Spending compared to others low to the extreme and trending lower
• Energy Delivery having a weak hand in allocations
• Reduced staffing as a key means to meet targets
• Increased reliance on internal resources even as they decline
• Lack of clearly defined operating goals and performance objectives for the system (see
System Planning)
• A potential decline in operational performance (see System Planning - Reliability)
• Virtual elimination of R&D spending
• Apprenticeship training funding cuts while demands escalate (addressed elsewhere in this
chapter).
This combination seems to support the notion of sustained artificial budget limits that have
shaped ED’s strategy unduly. Such austerity can be effective in the short term, but it cannot
succeed on a long-term, sustained basis. In the utility industry, inadequate funding can take a
long time to manifest itself in impacts to infrastructure, organizational capability and service, but
it is usually too late when such manifestations do become apparent. There are indications that
IPL has reached a point of concern in this cycle.
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3. Conclusions
1. Distribution O&M costs and their trend diverge sufficiently far from industry
experience as to suggest an inadequate level of spending. (Recommendation #1)
We cited above the anomalies, which include a factor of two in cost gap versus the industry, a
widening, near-exponential gap with the rest of the industry, and an extremely low level of
spending as a function of plant account. We acknowledge that good management and the LSS
culture play a part here, but do not believe that this good news tells the full story.
2. Rigid annual budget targets, in which Energy Delivery does not have the strongest voice
in allocations, have likely produced artificial constraints to distribution spending.
(Recommendation #1)
Starting the budget cycle with last year’s actual results, and holding final budgets to that level or
less, is a legitimate short term strategy. It entails high risk, however, over a sustained period of
time. In such an environment, some organizations will fare better than others, as management
seeks to allocate funds while holding the bottom line. The attributes we discussed earlier for
distribution, including the lesser degree of priority and attention it draws, makes for a weak hand
in this challenging endeavor.
3. The expectation that managers will “speak up” when funding is insufficient, after years
of conformance to rigid budget targets, is not a comforting one. (Recommendation #1)
We do not mean this conclusion as a criticism of IPL’s operating staff. The rules have been
clearly stated and they have been given marching orders. “Budgets are fixed – do the best you
can within these constraints.” In addition, while operating managers can and should be alert to
local problems and emerging trends, organizations like System Planning should be observing
overall performance and sounding the alarm for deviations.
4. Management has not evidenced sufficient sensitivity to the potential link between O&M
underspending and future operational, infrastructure and organizational problems.
(Recommendation #1)
We have been addressing the issue of potential under-spending and its impact on IPL for several
months with managers at all levels. We have encountered no substantial acknowledgement of
what we see as a threat.
5. The spending limits applied to ED for a sustained period have had far-reaching effects
in terms of strategy, culture and likely impacts on infrastructure and the organization.
(Recommendation #1)
Liberty believes that the spending limits have affected most of the organization to at least some
extent. Reduced staffing, very low budgets on a comparative basis, declines in reliability and
inconsequential R&D provide just a few examples.
We find it encouraging when a series of initially independent audit observations come together in
support of an important, common theme, in this case the spending issue. This raises our
confidence in the definition of the issue, but also provides multiple paths that can help build a
solution. This indeed appears to be the case here, so we emphasize the importance of a holistic
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approach, as opposed to taking each of the related findings on its own and constructing
fragmented solutions. We believe that the spending limits have had a wide impact

4. Recommendations
1. Holistically re-examine the IPL distribution strategy, addressing distribution spending,
resource mix and optimization, operating performance measures and analysis,
distribution’s priority at the executive levels, clearly defined operating goals, and
budgeting flexibility. (Conclusions #1 through #5).
The consistency of our findings so far lends credence to the notion that IPL’s strategy could be
improved. The issues that have been described all lead to and support a common theme. And
they also provide a map for improvement. We are confident that a full reexamination of
distribution system strategy will lead to a number of important improvements. Specifically, we
recommend the following:
• A logical starting point is a recognition that the sustained very low-cost performance has
likely gone too far. IPL should analyze their spending in relation to other well-managed
utilities, at which time we think a revised strategy is likely to emerge. We think that
strategy will be characterized by the familiar prudent management of costs, but will also
feature an enhanced recognition of where increased spending will have a net benefit for
IPL, its customers and employees.
• A second step should be the reexamination of resource needs without artificial constraints
and a determination of the best way to meet those needs, including defining the optimum
mix of contractor and internal personnel. Dealing with the demographic challenge should
be an important subset of this task.
• An overriding challenge as a part of this work is the strategic vision for distribution,
including the establishment of specific long term performance goals and an appropriate
role for distribution in the hierarchy of priorities.

D. Cost Analysis and Management
1. Background
Utilities traditionally employed skilled professionals with the capability to support managers at
all levels through analysis of costs and recommendations for improvements and corrective
actions. Increasingly, the industry has moved away from this approach. What used to be referred
to as cost engineers, operational improvement engineers, industrial engineers, or other similar
titles have largely disappeared from most organizations.
Losing this source of expertise and attention can threaten a needed understanding of just what a
fixed level of spending accomplishes. A lack of robust, accurate production information makes
this understanding more difficult to obtain. Productivity loses meaningful measurability and crew
effectiveness becomes an irrelevant data point, for example. Whether local managers stay within
budget within their areas of accountability becomes the overriding metric for determining
success. This approach is not sound. In all but a few cases, require additional analytical
information and support to address performance questions adequately. Over-relying on the
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financial organization to stay on top of spending versus the target significantly threatens the
ability to maintain network health efficiently and effectively over the long term.

2. Findings
a. Approach to Cost Management
We did not find at IPL a sufficiently strong linkage between costs and production. IPL takes
instead a process-focus, with LSS at the center. The risk in this approach is that it can become,
absent other processes and activities, mistakenly dependent on the assumption that an optimally
designed process necessarily produces optimally productive work. We believe it remains
necessary to manage costs at a detailed level even under good process design. Effective
management requires much more than trust that people at the execution end of processes will
perform at their best. Certainly, IPL does not operate under a stated policy of this nature.
Nevertheless, it is important to examine what IPL does to ensure that execution is fully effective,
and to improve it or adjust targets where it is not.
We discussed earlier how IPL sets artificially low O&M targets and how the organization has
learned to live with them. Achievement of the bottom-line budget target at the ED level provides
the driving cost-performance objective at the ED level. We found that deviations at the local
levels do trigger discussions among the management team and re-allocations do sometimes
result, but within what remains a static overall ED target. Local managers can always seek
additional funds. IPL recognizes them on occasion as necessary; e.g., in the case of major storms
being an example. The importance of holding the target nevertheless remains paramount.
Such an environment diminishes incentives to manage costs at the local, or “working” level,
whether or not managers at that level have the knowledge and tools to do so. Company
representatives commonly expressed to us the view that the Company manages costs at the top
executive level within ED, “with the counsel of the directors.” The focus that this approach
produces in the field is to get the assigned work done, leaving to upper management the burden
of balancing the many local over- and under-spends (versus overall targets) to stay within ED’s
overall target. In turn, that management expressed to us that the frequent application of LSS
assures efficient work execution at the local levels.
We routinely ask interviewees at all levels how they “manage costs.” We received in this
engagement very similar and consistent responses. Interviewees fully reflected the costmanagement responsibilities, accountabilities, and approaches we have described. Higher-level
management focuses on cost-to-budget variance reports. The middle levels use variance reports
and LSS studies. Production information comprises the ingredient missing from these “tools.” Its
absence inhibits the ability to ensure that effective, efficient execution exists continuously and
broadly throughout the organization. Such an absence, in our experience, similarly affects the
ability to validate over the medium and long terms (and in extreme cases, even the short term)
the appropriateness of overall spending levels and their allocation to different programs and
activities.
Certainly, the attention that the Company gives to variance reporting and its focus on process
design form important links in effective work and cost management. The more telling point is
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that optimizing performance requires more. IPL’s existing framework, however, does not well
support the additional needed focus. The artificial spending targets present a first barrier.
Aggressive management of costs requires the ability to make decisions, and the nature of IPL’s
budgeting and work authorization simply does not provide the flexibility for such decisionmaking. Removing that barrier we believe will inherently promote a focus on needed additional
steps. A section below, titled Program Design Considerations, discusses these steps.
We find IPL’s most critical need to be to strengthen substantially the important connection
between dollars spent (“input”) and performance achieved (“output”). Effective cost
management requires that one understand comprehensively, timely, and accurately the relation of
dollars and resources put into a process and the output achieved. IPL does not neglect the
importance of production. Managers consistently observed that getting the work done comprised
their primary objective. Nevertheless, we found generally weak measures of production and an
absence of tools to measure productivity at the depth required to assure optimum performance.
For example, the current work management system, STORMS, contains unit rates, but we found
them to be dated and not subject to rigorous update. Most significantly, we did not find that
managers use them in robust ways.
Cost management in the utility business field does not come as an “inherited” skill. The general
industry trend has been away from managers with the knowledge to do this job right. The job
also requires the right tools. However, the absence of such knowledge forecloses the ability to
demand the right tools. This circumstances makes the question of tools, while critical, a secondorder need. IPL’s approach makes it proper to inquire whether LSS does or can operate suitably
as a core and dominant element of an effective cost-management program. We doubt it, but do
recognize IPLs effective use of LSS, which operates under a strong team with solid leadership to
support managers throughout Alliant. The Company has about 500 “green belts.” These
employees occupy key roles (in concert with the performance of their normal duties)
implementing process improvement identified through LSS projects. We observed some cases
where local organizations did not adopt results appropriately, but the more telling general
observation we made was that the Company more than adequately supports the LSS process and
uses it very effectively.
b. Cost Analysis and Support
“Analysis” comprises the lynchpin of our recommended approaches to cost management.
Understanding how work gets accomplished and the factors driving cost presents a complex
challenge that has a significant technical dimension. Practitioners with the needed skills offer
management a highly valuable resource. IPL does not have particularly strong personnel in this
regard and it does not focus strongly on analysis. The Company can, like most others generate
large amounts of data. The gap lies in the skills needed to convert that data to specific insights
and recommendations for management. From the officer to the local management level, ED
personnel do not have support in this regard. They get data, but are left to their own devices to
figure out where the problems are, what their causes are, and what corrective measures will
work. This approach is not likely to produce good results nor does it reflect good use of the
managers’ time.
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Liberty did observe that some resources in the organization likely have the skills to assume such
responsibilities. They include the Business Process Consultants (BPCs). IPL does not, however,
use the BPCs in this capacity. It appears that the manager of the business performance
organization had already come to a similar conclusion, and has begun the process of changing
the BPCs’ role. This change will allow use of skills more in line with BPC capabilities and our
view of cost-management needs.
The Company is also designing a new work-management system in Wisconsin. Liberty found
this effort strong and positive. It appears to contain the attributes we look for in work
management and in the execution of such a developmental project. Interestingly, this team can
describe “work management” more robustly and usefully than those charged with the work can.
We found it encouraging that the new system is being designed on the basis of how things should
be rather than how they are. Thus, the new system shows promise for the future. There remains,
however, the issue of its consistency with current work environment and management
approaches at IPL. They will need to undergo corresponding change to maximize the new
system’s capabilities. If they do, the planned WMS will provide a sound tool for facilitating the
transition to an effective approach to work and cost management. Returning to our core message,
as the Company adds analytical tools and accompanies them with needed skills enhancement, it
needs first to focus its analysis on linking production and other results with costs. This initial
focus will address what we consider to be the most program weakness at the present time.
c. Program Design Considerations
We do not anticipate that immediate-term “fixes” to IPL’s cost-management program would
have major benefit, for the reasons described above. We do, however, believe that a longer term
view does give a basis for optimism. Accordingly, we provide only limited recommendations
below for the immediate term. IPL, however, has specifically asked for input on design of a more
robust and effective program. We provide the following guideposts for use in longer-term
efforts.
Liberty’s has recommended elsewhere what we have called “holistic cost management.” We use
this term to reflect what we consider a fundamentally different approach; i.e., one that elevates
cost management from the realm of massive data production (“bean counting”) to a
sophisticated, integrated program that operates in an integrated fashion at all organization levels.
We begin with an emphasis on two approaches:
• A holistic approach, characterized by:
o Organization and structure that establishes the place for cost in the hierarchy of
priorities
o Integration of cost with the institutions that drive a company (e.g., compensation,
training, mission, values, KPIs)
o Well-designed policies and procedures that guide an effective program.
•

An action-oriented approach, characterized by:
o A change in the definition of cost management and its outdated priorities
o A fundamental shift in thinking away from mere numbers and reports to analysis and
corrective action
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o Judging managers by their response to cost deviations, not their explanations of
deviations.
Cost management is often defined in terms of reports or other cost
tools. This construct ignores most of the more effective elements.
The holistic treats tools and measures as representing a relatively
smaller component of the program. A total integrated program
entails the following components:
• A guiding philosophy towards cost management with
accompanying executive direction and oversight and
defined policies and priorities
o Executive commitment
o The priority of cost management
o Independent oversight
o A coherent statement of policy
o A strong cost culture
• A formal, structured cost management plan that defines how costs will be managed,
individual accountabilities and global issues, including systemic and cultural, to be
addressed.
o A well communicated plan
o A formal process
o Organizational responsibilities
o A focus on the “right side” (explained below)
o A focus on cost drivers (80/20)
•

A series of tactics and building blocks that facilitate effective implementation of the plan,
including tools, measures, focused initiatives, implementing procedures, reports,
analytical skills and predictive capabilities.
o Benchmarking
o Continuous improvement
o Performance measures
o Ties to individual performance
o Effective cost collection
o Targeted initiatives
o A focus on analysis
o A focus on corrective action
o Credible estimates and budgets
o A network of skilled cost professionals
o Management systems versus accounting systems.

The comparatively more limited role of “reports” in this context should immediately reveal the
nature of the departure from traditional approaches. A meaningful cost program is much more.
Our recommended program emphasizes that oversight and control comprise two very different
things and, more importantly, require very different skills. An organization needs both, but few
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organizations in today’s utility industry appear to understand the difference. Consider the
following:

We have found that even weaker organizations generally perform the functions on the left side,
but few meaningfully address the right side. Our approach to cost management leaves the left
side exactly where it is today, in the capable hands of financial organizations. But different skills
are needed for the right side, and we advocate adding those skills and training personnel
accordingly. A key ingredient here is the proactive versus a historical approach. On the right
side, historical cost reports only have value to the extent they suggest the future. The objective is
to use data to predict future problems and overruns, so as to permit preemptive action. This is
quite different than reviewing a variance report and explaining away the past, as is the almost
universal practice.
We close this brief examination with a few “facts” that holistic cost management transforms into
myths:
• Effective cost management is a financial pursuit.
o Wrong – it is best practiced by technically skilled people.
• Cost management is a skill that is naturally inbred in all managers.
o Wrong – it is a science that requires knowledge and training.
• Costs can only be managed before the fact (via budget constraints) and after the fact (via
variance reports).
o Wrong – costs are most effectively managed via predictive analysis.
While this represents only a limited introduction, it nonetheless lays out a number of the most
critical principles.

3. Conclusions
1. Within the current constrained budget environment at IPL, the Company’s approach
to managing costs appears to do as much as it can, but that environment can and should
change, opening the door to significant improvement opportunities.
The budgeting approach unduly limits flexibility in managing costs. Sophisticated programs,
tools, and techniques would therefore not improve performance at this time. Agreement with and
execution of recommendations intended to change the company budgeting philosophy, would lay
the groundwork for more effective approaches to cost management.
2. The Lean Six Sigma process is embedded in the organization and culture, and operates
effectively under strong leadership and qualified personnel.
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The industry first introduced total quality approaches many years ago. We have often seen an
inability to sustain them for long periods. Alliant, however, has been notably successful in
pursuit of Lean Six Sigma.
3. Management does not receive sufficient support in the form of meaningful analysis of
work and cost effectiveness. (Recommendation #1)
IPL’s reports do not seem particularly helpful to managers at any level, given their lack of
meaningful analysis. We advocate a simple test of the effectiveness of reports; i.e., to what
extent the report caused the manager to take action to correct or mitigate an issue. Manager
should frame expectations for reports around this principle and analysts should design their
efforts accordingly.
4. The new work management system being developed in Wisconsin appears to be a sound
tool that may offer major benefits; the Company is managing the tool’s development
effectively.
Liberty was impressed with the plan, scope and content for this project and, most importantly,
what we saw as a vehicle that is compatible with what we consider to be a need for introducing
holistic cost management.
5. IPL’s management systems do not adequately relate cost and resources to production
and results. (Recommendation #2)
At the top, management needs to understand what it is getting for its budgetary commitments and
how those goals were or were not achieved in reality. At the local level, managers need to
understand and relate the work physically completed versus the budget and plan for that work.

4. Recommendations
1. Increase its capability for analyzing work performance and apply that capability to
provide enhanced support for managers. (Conclusion #3)
This should start at the top with an improved definition of expectations from management.
Reports on organizational performance should not amount to a “reading assignment” for
executives. Rather, reports should contain insights and analysis that facilitate action on the part
of management.
2. Develop an enhanced focus on the linkage between costs and results. (Conclusion #5)
We believe that this issue requires change from top to bottom in Energy Delivery. Budgets are
clearly defined in a great deal of detail, but system goals are not. Accordingly, it is not possible
to judge the effectiveness of capital or operating expenditures at the system level. And the same
holds true moving down the organization. There exists no structured link between what gets
spent and what gets accomplished. While the organization can regularly meet its targeted
spending, that should be little comfort if it is to no effect.
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E. Operations Support
1. Background
We examined a number of support functions that are considered important to work management
in operations:
• Safety
• Training
• Fleet Management
• QA/QC
Each of these directly helps to drive effective management of physical work. Liberty examined
the degree to which the organizations and processes adequately support the conduct of the work.

2. Findings
a. Safety
The Human Resources organization houses the Safety function, which has a staff of 14. The staff
has strong qualifications. The director who leads the organization clearly views safety as a
substantial “discipline,” and has chosen to excel in the field.
Liberty has found relationships with bargaining units to comprise a key to success in a safety
program. The Alliant team functions under that assumption. The Company has attained a high
degree of employee involvement as a result.
Executive support comprises another key to the program’s success. Alliant has succeeded in
sending strong and consistent messages, and in producing a consistent understanding and
acceptance of the central position safety plays.
This is especially true in our focus on Energy Delivery where real safety leadership is obvious at
the top. Active leadership has instituted innovative new approaches. The creation of the “blue
hat” program offers an example that has been especially successful, and has been expanded to
other parts of Alliant.
We also reviewed safety performance, which has proven strong at the Company. Over the last
three to five years, OSHA recordable cases, lost time accidents and preventable vehicle accidents
all declined by a factor of about two from their recent peaks.
b. Training
Liberty examined the training function performed by the training center and under the
apprenticeship program. IPL training demands present a particular challenge given the large
turnover due to the aging workforce transition (discussed earlier in this chapter) expected in the
decade ahead. There are presently 100 employees in the apprenticeship program compared to 60
a few years ago.
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The program consists of three to five years of formal and on-the-job training depending on the
job classification. Employees return to the training center twice a year for an assessment.
Moreover, a local training committee reviews performance bi-monthly and a Joint Apprentice
Training Committee provides program oversight. The Company has recently adopted a “Boot
Camp” feature, which immerses all new apprentices for four weeks at the same time.
The training requirements for new employees significantly changed a few years ago. Training
budgets subsequently fell by 19 percent (between 2008 and 2010). We found curious a budget
reduction for a program expected to accelerate sharply. Management presented a clear and
convincing explanation for the drop, but the issue remains one of concern, given what we learned
about budget limitations for Energy Delivery.
c. Fleet Management
Alliant’s fleet management function has undergone transition, with several recent management
changes. The Company has also recently completed a major assessment of utilization, producing
greater confidence in fleet sizes and configuration. IPL’s large and dispersed service territory in
Iowa produces significant logistical challenges. For example, IPL operates nine garages.
The Company believes that it performs well against other utilities with which it benchmarks,
generally ranking in the top 10. We found this statement to be true for equipment and overall
costs. Rankings for staffing-related benchmarks fall more in the middle range. The Company
also claims that it periodically benchmarks against external services but could not document such
studies or results.
Employee time sheets report equipment use. This approach reflects the high level of trust that
IPL places in its employees. Utilization is traditionally an area subject to some manipulation in
utilities; therefore, such a system would not be practical everywhere.
d. QA/QC
IPL does not have a structured QA/QC function. We made a similar finding with respect to
natural gas operations.

3. Conclusions
1. The Company has a strong safety program with demonstrated executive support and
broad buy-in from employees; safety performance advanced significantly in recent
years.
Best practices characterize the safety program and safety performance has improved
considerably in recent years. Support is very strong at all levels.
2. The apprenticeship program appears well-designed and managed but recent budget
cuts raise concerns as the program gears up for an increased number of new employees.
(Recommendation #1)
Opposing factors appear to be at work in funding for the apprentice program. Significant growth
in participants has been coupled with a significant budget reduction.
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3. IPL lacks a structured or formal approach to assure quality of its installations.
(Recommendation #2)
The lack of more formality is contrary to industry practice. Electrical installations should be
completed with appropriate formal checks and documentation.

4. Recommendations
1. Re-examine the projected training demands for the apprenticeship program and
validate that (a) the reduced funding is indeed sufficient to meet program objectives
and (b) the reductions were not driven by arbitrary budget cuts. (Conclusion #2)
Although IPL has offered a rationale for the training program cuts, management should address
the impact of limits on this critical program.
2. Establish a more rigorous approach to assure quality of electric field work. (Conclusion
#3)
We do not recommend a sweeping new program and organization for electric operations, but the
lack of substantial structure and practices to assure quality in a formal way is not sound. The
Company should, at a minimum, provide formal procedures, and provide for formal, documented
inspections.
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VII. Gas Operations
A. Background
This chapter examines IPL’s gas operations. IPL has made a number of changes that have
improved its gas operations and overall compliance performance since the Civil Penalties order.
These changes include:
• Deployment of the Gas Inspection and Maintenance Management System (GIMMS)
• Creation of a Gas Audit Coordinator as a single point of contact for gas regulatory audits and
to conduct field audits of compliance activities
• Instituting a monthly regional gas compliance conference call to routinely discuss the status
of gas inspection and maintenance activities
• Intensive compliance training for all field employees followed by ongoing annual training on
new or revised standards, practices and procedures
• Annual Gas Knowledge Assessment to ensure employees remain current with regulations.
IPL’s Iowa gas system comprises over 150 individual subsystems. The vast majority of these
individual subsystems are served by one interstate pipeline gate station. IPL provides natural gas
delivery services to approximately 234,000 customers in Iowa, delivering on average more than
162,000 dekatherms of natural gas daily, through 5,000 miles of natural gas transmission and
distribution main. The table below describes the IPL’s natural gas transmission and distribution
system.
Facilities
Miles of Distribution Main
Protected Steel
Unprotected Steel
Cast Iron
Plastic
Ductile Iron
Services (number)
Protected Steel
Unprotected Steel
Cast Iron
Plastic
Miles of Transmission Main

IPL-IA
4,230
1,917
0
0
2,313
0
214,868
78,404
0
0
136,464
794

IPL has no cast iron mains or services in Iowa. More than half of IPL’s gas distribution mains
(55 percent) and nearly two-thirds of services are plastic (64 percent). The following charts
present IPL’s gas system infrastructure, by decade of installation, for both distribution mains and
services. Less than twenty-five percent of IPL’s mains are more than 50 years old, while only 31
percent of its services are more than 50 years old.
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B. Findings
1. Capital and Operations & Maintenance Spending
The IPL capital budget for gas has averaged $14.7 million over the last six years. Gas capital
project spending by year is presented in the following chart.

Operations & Maintenance expenditures over the past six years are presented in the following
chart. The graph shows a six-year trend of decreasing O&M expenditures.
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2. Gas Operations Organization
IPL’s service territory spreads across Iowa, and covers many rural areas. IPL’s Gas Operations
organization comprises part of the Energy Delivery organization. The organization operates on a
regional basis, with gas and electric operations personnel assigned among six regions, four of
which contain Gas Operations personnel. Within each region, IPL has designated more than a
dozen work zones supporting electric and gas operations. The following chart shows the IPL
Energy Delivery Operations organization.

In addition to the Gas Operations personnel assigned to the Energy Delivery organization, Gas
Compliance organization reports to Environmental Affairs. This group has responsibility for
oversight of IPL’s gas compliance programs.
Energy Delivery assigns its personnel to geographic regions and work zones to increase
productivity and to improve emergency response time. Typical work-zone staffing includes gas
mechanics, gas welders, and combination service mechanics. Many of IPL’s service mechanics
have dual-service capability, working customer-requested turn-ons and turn-offs, service
disconnects and reconnects, meter rereads, and installing gas or electric meters. Gas mechanics
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and welders perform service inspections, construction work, and maintenance and compliance
work. IPL dispatches field personnel using a CAD system relying on portable computers in
trucks. Laptops provide screens for dispatching detail and for reporting work progress.
Each zone (work location) creates a monthly resource plan to determine the required number of
resources for meeting mandated gas safety requirements and for completing other needed
maintenance work. The plan lists the tasks to complete each month and the number of hours
needed to complete each necessary task, organized by work zone for a calendar year. The
number of hours are then summed and divided into the number of available working days each
month of the year, in order to determine the resources needed for task completion. This
information determines the resources by classification that will be needed by month to complete
the work.
A typical year’s calendar schedules meter change outs and mandated work early in the year,
while the ground is frozen. As soon as the ground is workable, construction crews focus on new
service work and compliance-related valve, service, and cathodic protection point inspections are
scheduled. Valve maintenance typically would begin in the summer, and in late summer,
maintenance and repairs are scheduled in an effort to address the leaks and other issues identified
by the surveys and inspections before year-end. Valve Maintenance is scheduled and completed
within designated regulatory intervals.

3. Annual Capital Planning
IPL’s Energy Delivery Business Unit uses various controls and processes for monitoring costs,
schedules, scope changes and general problems. PEP (Planning, Engineering, and Projects) files
address large capital gas projects. PEP files provide information regarding year-to-date spend
versus projected spend, in order to assist in meeting annual budgets. The management team
monitors and updates the PEP file at least weekly. Monthly meetings with the PEP Team review
PEP scorecards. PEP team members comprise the Regional Directors, the Operational Support
Director, the Engineering & Asset Management Director, the Senior Manager of Project
Management, the Field Engineering Process Manager, the Manager of Gas Engineering and
Project Managers.
IPL classifies projects with total capital costs less than $25,000 as “blanket” projects. IPL deems
projects of greater than $25,000 as “large” projects, and assigns each to a project manager. The
Gas PEP team uses the GAP tool planning process to approve and prioritize projects. The
Director of ED Operations Support oversees the PEP team, and has final approval. The GAP tool
criteria used to approve these projects applies cost-to-benefit ratios that are determined by
various factors, including customer characteristics, regulatory requirements, age and condition of
existing facilities and budget constraints.
Energy Delivery uses Severn Trent Operational Resource Management System (STORMS), a
work management system application, to coordinate the design and implementation of gas
distribution projects. Project Managers perform project reviews monthly for all projects with
charges greater than $25,000 of monthly spend, in order to assure appropriate charges. Monthly
project aging report distributions and monitoring ensure timeliness.
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Larger and complex projects may require site visits before STORMS creates work requests.
These visits assess unique project circumstances. Gas Engineers develop all gas project scopes,
including project cost estimates and breakdown. The Project Manager and the Engineering group
develop project schedules. Project engineering, permit securing, material identification, and
schedule finalization ensue. Engineering works with a Field Engineer to complete project
materials list. The storeroom receives the materials lists. The Storekeeper or local material
coordinator will determine whether the material needed resides in inventory or requires ordering.

4. Project Management
IPL’s Distribution Operations Support’s “projects group” has responsibility for gas capital
project management. This group consists of three gas field engineers. A senior manager has
responsibility for managing all capital projects over $25,000.
The local operations manager and the gas projects group coordinate required engineering and
construction resources, materials, tools, and equipment associated with new customer work,
system rebuilds, and maintenance and reliability projects to support system-growth and
emergency-response work. The project manager provides leadership to complete projects as
scheduled and within budget, and has responsibility for the timely closing of work requests.
After project release by Engineering, an assigned project manager becomes responsible for the
coordination of the project, including planning, design, scheduling, budget, construction,
monitoring, and project closeout. IPL assigns additional resources as required, including a gas
field engineer, a construction manager, and construction crew. On complex gas projects, predesign and pre-construction meetings take place as necessary.
IPL bids work, and awards contracts for blanket construction work on a periodic basis,
depending on market conditions. Alliant’s Ethical Sourcing process guides all bid work. The
Company assigns an Operations Manager to contractor projects; this manager provides job site
coordination and oversight of the field inspectors. Day-to-day implementation of work falls
under the responsibility of the contractor.
Operation Managers perform spot checks of contractor work. Audits of contractor crews address
adherence to IPL standards, policies, procedures, scope, safety, and work specifications.
Additionally, IPL reviews safety, service, satisfaction and quality quarterly with contractors.
IPL instituted, beginning in 2012, a new monitoring process for gas projects exceeding
$100,000. The process requires documentation of pre-design, pre-construction, and postconstruction meetings, as well as weekly work plans and a post-project audit. Metrics captured
and tracked for each project include:
• Actual Costs/Costs per Design
• Actual Hours/Design Hours
• # Defects/#Construction Points
• # Non-Approved Construction Changes/# Construction Points
• Weekly and Average Project % Planned and % Complete
• Cost per Mile
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Man Hours per Mile.

5. Gas Compliance & Safety
The U.S. Department of Transportation Minimum Federal Safety Standards (Code of Federal
Regulations, Title 49, Part 192) requires IPL to survey exposed and underground piping at
periodic intervals, in order to detect leaks and identify segments for repair or replacement. The
required surveys include:
• Atmospheric corrosion control survey: every three years, not to exceed 39 months
• Transmission line leak survey and patrols: patrol frequency is dependent on relevant
factors including, but not limited to, class locations designation; leak survey annually
• Distribution business district leak survey: mains and services within business districts
shall be surveyed each calendar year, with intervals not to exceed 15 months
• Service leak survey: all active and inactive service lines outside of business districts leak
surveyed at least once in every five years, not to exceed 63 months
• Distribution main survey: all mains – outside business districts leak survey once every
five years, not to exceed 63 months
• Railroad & Highway Crossing Survey: all transmission pipelines crossing highways and
railroads must be visually inspected at frequencies dependent on class location
designation
• Valve Maintenance: each gas valve identified as critical must be inspected annually (not
to exceed 15 months)
• Regulator Maintenance: each district regulator station is required to be inspected annually
(not to exceed 15 months)
• Special one-time surveys: following unusual stresses (e.g., earthquakes and blasting).
IPL has for some time performed operation and maintenance activities that exceed Federal natural
gas safety regulations requirements, including:
• All cast iron pipe has retired
• IPL annual service leak surveys of public buildings
• Voluntary installation of EFVs since early 1999 on single family dwellings
• Century plastic main or service line replacement (when discovered)
• IPL Cathodic Protection 10-year Project
• IPL-Minnesota Sewer Lateral Crossing Procedures.
These practices cover a number of the most prevalent threats to IPL’s gas distribution system. The
IPL Distribution Integrity Management Plan identified the following risk mitigation actions to
address other system integrity threats:
• Continue the CP Project to raise cathodic protection to sufficient levels on all distribution
systems
• Improve the accuracy of GIS mapping by realigning the land-base in IPL GIS maps to show
facilities more accurately
• Expand GIMMS to collect plastic pipe inspection results
• Track line-hits daily
• Replacement projects to address high risk areas identified in the DIMP.
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The Internal Audit department conducted an August 2011 risk assessment of gas pipeline related
processes, including planning, installation, maintenance, and issue response. The study found that
IPL’s gas pipeline integrity related processes are generally documented and controlled in a manner
consistent with other utilities of similar size and composition. The assessment identified several
opportunities to enhance compliance efforts or improve effectiveness of gas pipeline integrity
practices and processes, including:
• Standardized gas pipeline related records management
• Increased audits of gas pipeline processes
• Improved visibility of the process and inspection results through training and results.
Alliant Energy has formed a Gas Steering Committee to oversee gas standards and Company
practices and to mitigate related operational risks. Most recently, the Gas Compliance organization
moved from Customer Operations to Environmental Affairs, now reporting directly to the CEO. The
Gas Compliance organization is also working on an executive dashboard that includes pipeline
integrity related statistics and compliance activity results.

6. Meter Testing
IPL requires periodic testing of meters, in accordance with IUB regulations. IPL conducts inservice testing (periodic interval testing) and statistical sampling to identify meters that need
adjustment, repair, or replacement. IPL’s current gas meter sampling program (for residential
meters) began in 2011. Prior to that time, IPL’s residential meter change-out program was based
on the number of years the meter was installed. The transition to statistical sampling allowed IPL
to focus testing on the poorest performing meters. The frequency of inspections and methods of
testing derive from consideration of historical experience, manufacturer’s recommendations, and
generally accepted metering practices. The next table summarizes in-service testing schedules.
Meter Type
Residential Diaphragm Meters
Commercial Diaphragm Meters
Ultrasonic Meters (Residential/Commercial)
Rotary
Turbine
Orifice

Test Type & Frequency
Statistical Sample/Periodic
Periodic
15 year periodic
8 year differential or flow test
3 year spin or flow test
Semi-annual test

All gas meters removed from service are also tested “as found”
within 120 days of removal. IPL performs its own testing at its
Meter Shop facility in Marshalltown, IA.
IPL’s meter inventory system maintains meter testing and repair
history. Meter-change work orders are created as needed to meet
the requirements of the periodic and sampling test programs,
resolve inactive meters, or exchange a failed meter (customerrequested test). Meter testing and repair records are kept for three
years after meter retirement.
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Meter change-outs fall under the responsibility of each working zone and region. The bulk of the
exchanges occur during the spring and summer, through customer appointments. IPL tests meters
upon removal from service, and records the results recorded in the meter-history file. With the
exception of 2009, IPL’s meter change-out performance has met targets for the past five years.

7. Performance Metrics
IPL tracks gas operations performance using metrics like the following:
• Emergency Gas Response: the number of gas emergency calls by operating zone broken
into three categories (response in less than 30 minutes, between 31 minutes and 60
minutes, and over 60 minutes); within 60 minutes operates as the minimum expectation.
• Emergency Gas Response (average response time): the average gas emergency response
time by operating zone; within 60 minutes sets the minimum expectation.
• Gas Inspection & Maintenance Summary: year-end status for various inspection and
maintenance items.
• Annual Energy Delivery Scorecard contains a gas section covering several high-level
items that were tracked monthly, including:
o % Gas Emergencies Responded to within 60 minutes
o % GIMMS System Inspections Completed
o % COP’s (Meter Change Out Program) completed
• Energy Delivery also tracks a variety of Gas Operations performance metrics, by month,
region, and zone, including:
o % Gas Emergencies Responded to within 60 minutes
o % GIMM’s System Inspections Completed
o % COP’s (Meter Change Out Program) Completed
o % Meters Read
o Large Gas System Miles Built
o Blanket Gas System Miles Built
o Number of Gas Ext/Services Installed
o % Large projects with material requisitioned 20 days prior to construction start
o % Of work requests closed within 65 days
o Lost Time Accidents & Severity Rate
o OSHA Recordables/Incident Rate
o Preventable Motor Vehicle Accidents/Accident Rate
o Near Misses, Safety Suggestions, First Aid Safety Concerns Recorded.

C. Conclusions
1. IPL has maintained a good compliance and safety record over the past 5 years.
For a number of years, IPL has performed operation and maintenance activities that exceed Federal
natural gas safety regulations requirements, including:
• All cast iron pipe has been retired
• IPL annual service leak surveys of public buildings
• Voluntary installation of EFVs since early 1999 on single family dwellings
• Stand by, or daily visits, by locator or company representative on large construction projects
• Century plastic main or service line replacement (when discovered)
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IPL Cathodic Protection 10-year Project
IPL-Minnesota Sewer Lateral Crossing Procedures

These practices cover a number of the most prevalent threats to IPL’s gas distribution system. IPL’s
Distribution Integrity Management Plan identified the following risk mitigation actions to address
other system integrity threats:
• Continue the CP Project to raise cathodic protection to sufficient levels on all distribution
systems
• Improve the accuracy of GIS mapping by realigning the land-base in IPL GIS maps to show
facilities more accurately
• Expand GIMMS to collect plastic pipe inspection results
• Track line-hits daily
• Replacement projects to address high risk areas identified in the DIMP.

Over the past five years (2006-2011) the Company has exceeded the IUB’s target for emergency
response. IPL leak response averages well below minimum (60 minute response time).

2. IPL employs a formal project management function to support gas projects.
IPL’s Distribution Operations Support’s “projects group” is responsible for gas capital project
management. This group consists of three gas field engineers and a senior manager and is
responsible for managing all capital projects over $25,000.
The gas projects group coordinates required engineering and construction resources, materials,
tools and equipment associated with new customer work, system rebuilds, and maintenance and
reliability projects to support system growth, and emergency response work. The project
manager provides leadership to complete projects as scheduled and within budget and is
responsible for the timely closing of work requests.
After a project is released by Engineering, a project manager is assigned and becomes
responsible for the coordination of the project, including planning, design, scheduling, budget,
construction, monitoring, and project closeout. Additional resources are assigned as required
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including a gas field engineer, a construction manager, and construction crew. On complex gas
projects, pre-design and pre-construction meetings are held as necessary.
Beginning in 2012, a new monitoring process was instituted for gas projects exceeding $100,000.
The process requires documentation of pre-design, pre-construction, and post-construction
meetings as well as weekly work plans and a post-project audit. Metrics captured and tracked for
each project include:
• Actual Costs/Costs per Design
• Actual Hours/Design Hours
• # Defects/#Construction Points
• # Non-Approved Construction Changes/# Construction Points
• Weekly and Average Project % Planned and % Complete
• Cost per Mile
• Man Hours per Mile.
3. IPL’s GIMMS sufficiently tracks and reports compliance activities; however GIMMS
lacks key functionality. (Recommendation #1)
The DOT regulations require many different kinds of inspection and survey tasks that cover
much of the physical plant of the company. IPL has moved a large portion of its required
compliance inspection and tracking to Gas Inspection and Management Maintenance System
(GIMMS). GIMMS leverages GIS and customer data to develop inspection and maintenance
schedules to meet specific federal and state gas safety requirements. Additionally, GIMMS
provides a query and reporting mechanism that summarizes all compliance activities for the
company, across all regions, to make sure that it meets all federal and state requirements.
However, GIMMS does not currently track several compliance activities; i.e., regulator station
inspections, plastic pipeline inspections, leak reporting, patrols, and other inspections.
For staffing and accountability purposes, it is important to recognize when devices or lines were
not inspected or surveyed as required, so the appropriate actions can be taken to ensure schedules
and compliance are met in the future. The GIMMS Manager’s Report provides daily, weekly,
and monthly snapshots of scheduled/completed compliance/inspection work activity by work
zone. Another report, the GIMMS Warning Report, highlights specific maintenance activities
that need to be completed within the next 30, 60, or 90 days.
Current IPL GIS mapping of pipeline segments was compiled from paper facility maps and
based on existing landmarks rather than Global Positioning System (GPS) coordinates. As a
result, GIS mapping of pipeline segments, in some cases, improperly position facilities, making
it difficult to locate leaks or piping requiring maintenance.
Additionally, GIMMS is not integrated with the CAD work order system, creating duplication of
effort and unnecessary opportunities for data input errors. The August 2011 Gas Pipeline Risk
Assessment conducted by Internal Audit also found that there were no requirements or formal
independent verification processes of gas pipeline segment information entered into GIS or
GIMMS. No one is responsible for reviewing or auditing GIS and GIMMS data for correctness,
creating the risk that IPL may inadvertently rely on inaccurate information.
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4. IPL’s new Engineering Design Tool, combined with GPS field data collection
equipment, will facilitate more accurate and efficient field design.
IPL has rolled out the first phase of a new Engineering Design Tool to assist field engineers in
their day-to-day work order design and field collection processes. EDT provides a handheld unit
to assist field engineers, thereby reducing manual field data collection and reducing the time
involved in the office entering data, drawing maps, and creating work packets. When EDT is
combined with mobile GPS surveying and staking equipment, IPL estimates that EDT will
provide overall field engineering efficiency gains of 35 percent. EDT can be used for day-to-day
field design as well as storm damage assessment.
IPL will complete the implementation in 2013.
5. IPL does not have QA/QC field inspection program for gas operations work completed
by company crews. (Recommendation #2)
Quality Assurance (QA) comprises the systematic monitoring and evaluation of the various
aspects of a project, service or facility to maximize the probability that the production process is
attaining standards of quality. Quality Control (QC) encompasses the observation techniques and
activities used to fulfill requirements for quality. The end product should be “fit for purpose”
(suitable for the intended purpose) and “right the first time” (mistakes minimized or eliminated).
QA/QC covers assurance and inspection of the quality of received materials, installed
components, and services related to production. The QA/QC program envelops all work
performed by internal work force and contractors.
While Alliant Energy policies and procedures require operator qualification for natural gas
pipeline employees and pipeline quality assurance/quality control (QA/QC) inspections for
external suppliers (contractors), there is not a corresponding QA/QC inspection requirement for
work performed by Company employees. As a result, Alliant Energy may not be able to confirm
that repairs or inspections were performed according to Company standards.

D. Recommendations
1. Enhance GIMMS to expand gas compliance functionality and integrate with the field
work order system. (Conclusion #3)
For staffing and accountability purposes, it is important to recognize when devices or lines were
not inspected or surveyed as required, so the appropriate actions can be taken to ensure schedules
and compliance are met in the future. While IPL has moved a large portion of its required
compliance inspection and tracking to GIMMS, several compliance activities are not currently
tracked in GIMMS. IPL should continue to migrate as much as possible to GIMMS and continue
to develop and enhance its functionality.
IPL has indicated that improvements are underway to GIMMS to expand the types of compliance
information tracked by the system to include plastic pipe inspections. Other compliance activities
should be added to GIMMS, including: regulator station inspections, leak reporting, patrols, and
other inspections.
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IPL should also consider developing a plan to transition its existing locating practices to GPS
coordinates to begin to build a GPS-based rather than proximity-based GIS. This will also serve
to lessen the risk of excavation damage by making it easier to properly locate and mark
underground facilities.
2. Expand QA/QC program for assurance & inspection of Company field activities.
(Conclusion #5)
Alliant Energy should expand procedurally required QA/QC inspections to include work
performed by Company personnel and consider developing and implementing a risk-based plan
to verify that physical field inspections of key and/or targeted activities are being conducted in
accordance with internal policies and procedures. At a minimum, the plan should include the
following activities:
• IPL should appropriately staff a Gas QA/QC group to support an effective and
functioning QA/QC program for all projects and programs, whether completed by
Company or Contractor personnel.
• Develop and maintain Gas Operations QA/QC process and procedures to reflect
expanded scope.
• Perform audits and inspections of activities affecting safe operation of transmission &
distribution systems for contractors & company crews.
• Identify and document quality violation or issues; initiate, recommend, or provide
solutions; and verify implementation.
• Coordinate with Technical Training, Operations, and Compliance as needed to address
violations and emerging trends.
Liberty expects that IPL will benefit from a QA/QC organization supporting Gas Operations.
These benefits include increased safety for customers, the public, and employees through proper
inspection and oversight of gas programs and projects. Additionally, IPL should realize benefits
through reduced company crew rework. Improvements to reduce wasted effort mean that the
effort saved can be utilized on more productive work.
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VIII. Customer Service
A. Background
The scope of review included meter reading, customer-related accounting functions, customer
information systems, billing and collections, call center functions, marketing functions, service
installations, and disconnect and reconnect practices. Liberty also reviewed Operations and
Maintenance expenditures, Capital Budgeting and Spending, and Strategic Planning as they
concerned customer-service related functions.
Liberty organized this study area in nine tasks:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Billing and Customer Care System
Credit and Collections
Customer Satisfaction Measurement
Customer Complaints and Resolution
Marketing and Key Accounts
Call Center & Retail Office Operations
Meter Reading
Field Services
Revenue Protection

IPL provides customer service through phone, field, and face-to-face services to approximately
760,500 customers in 995 communities with526,400 electric customers and 234,100 natural gas
customers. IPL’s customers account for more than 1.6 million customer calls annually.
IPL’s Customer Service responsibilities fall within the Energy Delivery Operations and
Customer Service organizations. IPL’s Energy Delivery Operations organization has
responsibility for field services, meter reading, and revenue protection. The organization operates
from offices located across the state.
The next chart shows IPL’s Customer Service organization. This group provides the following
services: Call Center for customer inquiries, full-service Business Office for walk-in customers,
key account management, economic development, customer billing services (printing, stuffing,
and mailing), remittance processing, credit and collections support and analysis, customer
satisfaction measurement, customer complaint response, customer advocacy, quality assurance,
and customer service training.
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IPL frequently and routinely engages teams of employees to analyze and improve customer
service and marketing operations and practices. The Company plans and organizes most of this
analytical work using Lean Six Sigma (LSS) methods, which comprise a widely accepted
business improvement program. Over the last three years, members of various IPL departments
have worked collaboratively on a number of LSS projects to improve Customer Service
processes and policies, including:
•

•
•
•
•
•
•
•
•
•
•
•

Improve the process to avoid misallocated electronic payments and to reduce manual payment
transfers
Complete mapping of customer outage reporting process and identify opportunities to improve
Conduct rapid improvement session for facilitating start service (turn-on) requests with a focus on
efficiency and customer experience improvement
Improve the IPL correspondence handling process
Implement automated customer feedback and reporting system in the call centers (Contact Center
Survey 360)
Develop on-call process for Call Centers and Dispatch Center
Increase Paperless Bill enrollment and retention
Review process regarding high bills to improve and reduce handle time
Reduce returned mail volumes through process improvements
Implement Call Center workforce management system and processes
Integrate STORMS and CIS to eliminate redundant data entry, decrease lead time, and eliminate
need for multiple bills
Improvements to improve billing accuracy and reduce billing estimates.
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B. Findings
1. Billing and Customer Care
Accurate and timely customer accounting, like meter reading, comprises a fundamental element
of the utility/customer relationship. Timeliness offers an important contributor to minimizing the
billing and payment cycle, and to supporting systems of communication with and about
customers. Efficiency systems and methods are critical to handling billing-support functions
cost-effectively, recognizing the advances that technological improvements have made possible.
Accuracy promotes full and proper revenue collections, while minimizing customer disputes and
their associated time, cost, and customer-confidence impacts.
Liberty assessed IPL’s billing practices and procedures, payment receipt, account-crediting
practices, and other customer-accounting procedures, seeking to determine whether IPL designs
and executes them efficiently and effectively. Specifically, Liberty reviewed the IPL billing
processes to determine if bills issued to customers are accurate and timely. Liberty also
examined staffing levels to determine if adequate and capable personnel carry out billing
functions.
IPL’s Billing group has responsibility for customer billing and accounting. The group reports to
IPL’s Director of Customer Support Services (refer to the organization chart above). IPL’s
Customer Information System (CIS) supports the billing and account process. The Company
implemented CIS in 1970. The system has become out-of-date, and requires replacement. CIS
supports day-to-day billing, but its limitations make it difficult to support changes in rates,
special billing conditions, and complex billing. CIS interface with newer technologies (e.g., web,
mobile, IVR, mobile data) presents significant difficulties. IPL and WPL also operate with two
different CIS systems, making it difficult to balance or share resources. IPL is currently
examining its options for replacing CIS.
IPL uses cycle billing. This method of billing customers uses monthly intervals under which
resources prepare and mail statements each working day of the month for a designated fraction
of the total customer population. Cycle billing assigns customers to 1 of 21 different cycles or
portions. A nightly CIS batch procedure reviews all accounts, calculates billing charges, and
generates alerts for any accounts that may require additional review or additional information.
Executing this procedure ensures that customers’ accounts contain the necessary information to
render accurate bills,
Billing representatives review hundreds of these alerts or billing exceptions daily. Billing
representatives must investigate each exception, and complete any necessary adjustments to the
account within three working days. Any uncompleted work after three days moves to highest
priority for the Billing team. Billing exceptions that require initial reading verification or meter
condition investigations are sent to Meter Reading. Field responses get recorded and returned to
Billing, so that bills can be issued correctly.
Certain accounts require manual intervention to produce a bill. Approximately 700 accounts
require manual or Special Billing. These accounts primarily consist of customers taking service
under more complex rates that CIS cannot calculate. Examples include gas transport, day-ahead
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hourly pricing, steam, wholesale, alternative energy provider, and large general service accounts.
In these cases, Billing Specialists use spreadsheets to calculate the billing information for entry
into CIS for general ledger accounting. Manually billed accounts for less than one percent of
bills produced, but comprise approximately 40 percent of total billed revenue.
2. Credit and Collections
Statutory and regulatory requirements generally have a substantial effect on utility credit and
collections practices. IPL provides service under the tariff and rate schedules on file with the
IUB. These documents stipulate the timing and details of credit and collections policy and
actions. Liberty sought to determine whether IPL employs effective credit and collection
practices, and abides by tariff requirements fully.
Credit and Collections functions fall within the responsibility of the Credit & Collections
organization, which operates from Centerville. Credit & Collections forms part of the Customer
Support organization of Customer Service (see the preceding organization chart).
IPL requires a security deposit from all residential service applicants that do not satisfy credit
requirements. The equivalent of the highest monthly bill for that location determines the deposit
amount. Residential applicants must pay a deposit in an amount equal to the higher of $175 or
the highest bill for that location. Alternatively, commercial applicants may secure the account
with a bond or guarantee. IPL may require new or additional deposits from those customers
failing to maintain a satisfactory payment history, and from those determined to present new or
increased credit risk. IPL applies deposits to residential customers’ accounts after 12 months of
excellent payment history. IPL refunds any remaining deposit amounts from residential
customers after five years of service or when a customer leaves the service territory. IPL
maintains commercial deposits for the life of the account. IPL credits customers with 7.5 percent
interest annually on deposits.
Payment due dates fall 20 calendar days from the date of issuance. Failure to receive full
payment within four days after the due date causes transfer of the account to the collections
system. IPL then issues a 12-day disconnect notice. Thirteen days later, the 12-day disconnect
notice becomes past due. IPL attempts to contact all customers by phone to remind them of the
past due balance and to try to make payment arrangements to avoid disconnection. IPL leaves
door hangers in certain situations during winter moratorium if they cannot contact customers by
phone, especially when a landlord holds the account in question, thus subjecting tenants to the
consequences of service termination. The winter moratorium lasts from November 1 through
April 1 each year.
IPL attempts to contact customers prior to disconnection, by phone during the summer, and
through letters during the winter. IPL will disconnect service for non-payment one or two days
later, when the Company receives no payment. Following disconnection for non-payment, a
customer must pay a reconnect charge and the past due balance, or make arrangements to pay.
IPL selects accounts for discontinuation of service based on the current balance due, length of
service, credit history, and field availability. IPL will not terminate residential customers who
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have a qualified payment plan in place to pay off arrears. IPL will also not terminate service for
delinquent customers participating in qualified payment plans.
The Company changes account status to “final” when service is not reconnected within 14 days.
Accounts with outstanding balances greater than $10 generally go to an outside collection
agency for final collections within 90 days, at which time IPL writes them off. Any subsequent
payments received get credited back.
IPL uses a stand-alone collection system. It interfaces with its CIS, and provides the ability to
manage delinquent accounts. This system measures collector productivity, collection
effectiveness, and management control.
IPL’s Senior Customer Program Consultant coordinates the Company’s low-income assistance
efforts by managing the companies low-income contribution fund (Hometown Care). Other
efforts include working with agencies to coordinate upcoming LIHEAP seasons and
establishment of an online web portal to facilitate electronic pledges from agencies.
IPL’s developed it Low-Income Agency Portal in 2005. The portal facilitates communication
with the various agencies providing low-income assistance to customers. Ministries and other
organizations can log-in to enter pledges for customers and to track and reconcile account
activity.
3. Customer Satisfaction Measurement
IPL measures customer satisfaction through several survey mechanisms. The J.D. Power and
Associates Customer Satisfaction Index annually compiles customer satisfaction survey results
within the utility industry. This index has wide industry acceptance for measuring overall
satisfaction. This index provides IPL the ability to benchmark performance on a national and
regional basis. IPL has consistently ranked above average in the surveys for a number of years.
IPL also uses a surveying process termed C-SAT. IPL conducts a quarterly telephone survey to
measure customer satisfaction with customers who have had recent interaction with IPL’s
Customer Service Centers. Interviews are conducted by a third-party and the survey provides
caller satisfaction with agents and the automated phone system. IPL also uses another surveying
tool, termed the Contact Center Survey 360 (After Call). The Company offers a post-call survey
to customers calling the Customer Service Center. This brief survey focuses on customer service
representative courteousness and resolution. IPL uses this as a coaching tool for Customer
Service Representatives and as a leading indicator for emerging issues.
IPL also conducts ad-hoc surveys to investigate customer preferences and expectations. A 2009
survey sought to determine customer-preferred communications channels. IPL followed this
survey with more frequent communications with customers regarding energy efficiency and
safety.
IPL also participates in an annual survey of utility web sites through ESource. Study results
provide opportunities to enhance continually the usability and content presented on the web site.
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4. Customer Complaints and Resolution
Customers who have complaints about a bill, hardship-status determination, or payment
arrangement can contact customer service representatives at the call center. Customer service
representatives who find themselves unable to resolve calls, transfer them to the Escalation team
in the Customer Service Center or to a Business Resource Center specialist. Any available
supervisor or manager can also take a call transfer from a representative.
IPL logs all incoming complaints or inquiries from the IUB, Better Business Bureau, Office of
Attorney General, and categorizes them in the Complaint Tracking System. IPL’s Customer
Satisfaction Group has responsibility for the receipt, resolution, customer follow-up, and formal
response. The Customer Satisfaction group forms part of the Customer Support Services
organization (see the preceding organization chart). IPL accumulates complaint data, and reports
it to management on a monthly basis.
IPL also logs, assesses, and follows up on any written or verbal complaints to senior
management, reporting results to senior management. Upon closure of the complaint/inquiry in
the Complaint Tracking System, the Customer Relations Specialist sends a follow-up letter,
when applicable.
IPL also reviews customer complaints registered with the IUB and with senior executives. IPL
regularly reviews customer satisfaction results and customer complaints to better understand
customer expectations and to identify areas for improvement.
In 2009, IPL identified estimated bills as a major driver of customer complaints, particularly
during the winter of 2008 and 2009. IPL conducted a Lean Six Sigma project in 2009 to improve
bill-estimating procedures. The Company implemented process improvements that have reduced
the number of estimated bills generated. Formal customer complaints dropped dramatically in
2010 and 2011, as the next chart demonstrates.
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5. Marketing and Key Accounts
The IPL Community Relations & Key Accounts group has responsibility for developing and
maintaining relationships with key groups and key accounts. The Key Accounts group forms part
of Economic Development, Energy Efficiency, and Account Management in the Customer
Services organization (see the preceding organization chart). IPL has assigned a dozen key
account managers to more than 400 major accounts, based on geography. An account manager
typically has 30 accounts. The Company locates Key Account Managers strategically across the
state, based on the locations of IPL’s largest customers. Most IPL Key Account Managers have
been in their positions for a long time.
IPL’s team of Account Managers personally serves customers with annual revenues of $750,000
or greater. IPL’s Business Resource Center (BRC) serves Commercial and Industrial customers
with less than $750,000 in annual revenue. Each of these two groups seeks to provide customer
service and to partner with businesses to find ways to be improve energy efficiency. The top 20
customer accounts have “executive steward” status, which means that IPL pairs key account
managers with IPL executives to service these accounts, and promote face-to-face meetings and
presentations.
IPL redesigned its executive steward program in 2011, reducing the number of accounts from
100 to 20 in an attempt to better target the accounts that have a need or interest in meeting with
IPL on an annual basis.
6. Call Center & Retail Office Operations
Well-managed utilities place particular emphasis on providing responsive customer service
through the whole chain of contact, from the setting up through the closing of an account. This
end-to-end approach includes providing self-service options after normal working hours,
situating business offices in convenient locations, ensuring that customer service representatives
are well-trained and supported so that accurate information can be retrieved quickly, and
providing policy guidance so that representatives can readily solve customers' problems. Such
an approach requires the availability of sufficient numbers of experienced supervisory personnel
to manage the customer service centers and to capably deal with more difficult customer
problems.
The labor of customer service representatives comprises the principal O&M cost driver in this
area of utility operations. Controlling labor costs while providing the service that customers
expect can only succeed under the employment of systems and equipment that ensure high
personnel utilization levels. Sophisticated telephony equipment must move calls, and hence
work, among representatives, work groups, and offices. Using this telecommunications
technology to balance call volume between groups also helps to reduce the time that customers
have to hold before their call is answered.
Liberty reviewed IPL’s application of technology and telecommunications to manage incoming
call volume. Liberty also assessed how IPL ensures the answering of customer calls quickly and
in a competent and courteous manner. We examined whether business offices meet customer
needs without causing excess costs to be incurred (and ultimately borne by others). We also
examined how IPL keeps pace with other utilities and companies in other industries in adapting
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innovative approaches to serving customers better. Liberty also evaluated IPL’s customer
service goals and objectives to determine their reasonableness, actual performance and progress
on achieving the goals, and whether IPL has sufficient resources in place to achieve these goals.
Liberty explored how IPL monitors and measures the quality of contact between customers and
Company representatives. In addition, Liberty also reviewed the employee-evaluation process,
employee development, and training and their roles in helping employees comply with
Company policies and commission rules, and dealing with the public.
a. Call Center
IPL’s operates two Customer Service Centers, located in Centerville and in Cedar Rapids, Iowa.
The Customer Call Centers operate within the Customer Support Services organization (see the
preceding organization chart). Residential customers can call IPL 24 hours per day, seven days
per week. Small to medium-sized business customers can contact IPL’s Business Resource
Center (BRC) between the hours of 7:30 a.m. and 5:30 p.m., Monday through Friday.
Additionally, IPL’s automated telephone services and web services remain available at all hours.
Customers contact the CSC or BRC for issues related to new-service connections, service
disconnection, gas leaks, billing-related issues, credit- or collection-related issues, and general
customer-relations questions.
IPL deployed CISCO telephony equipment in 2011. Its Voice over Internet Protocol (VoIP)
technology routes customer calls from the public telephone network. IPL has dual-telephony
equipment in the Cedar Rapids call center. VoIP phones located in the Centerville Call Center
also enable agents to receive and initiate calls through the wide-area network.
IPL has comprehensive disaster recovery plans to ensure uninterrupted operations of its Call
Centers. In the event of a disaster or catastrophic failure affecting one or both centers, IPL can
route calls to another IPL Call Center or to the WPL Call Center in Madison, Wisconsin. The
Madison center also has dual-telephony equipment. Additionally, IPL benefits from the use of
two data centers to ensure data redundancy and back-up.
IPL’s automated phone service (IVR) allows customers to gain access to information about their
accounts, pay their bill, and report an outage. IPL’s IVR completely handles, without agent
assistance, approximately 17 percent of calls.
IPL’s web site provides customers with information and programs to help manage their bills. The
web site provides a number of downloadable forms and brochures relating to various energy
efficiency programs. Customers may also view outage status, report street light outages, request
energy audits, view account information, pay their bill, start or stop service, and enroll in Budget
Billing and other payment programs. IPL has also deployed a mobile-friendly Outage Reporting
and Monitoring web site to make it easier for customers to communicate with IPL during a storm
or outage.
An Energy Efficiency Hotline allows for customers to ask specific questions about IPL’s energy
efficiency programs, rewards, and incentives. The Company staffs the hotline during normal
business hours with individuals knowledgeable about IPL’s various programs.
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Agents in both centers are trained to handle customer service and emergency calls. Customers
reporting hazardous conditions, such as a wire down, get a ‘high’ priority, which places their
calls ahead of all calls awaiting answer.
IPL has established an overall service level goal for responding to customer inquiries. It calls for
answering 75 percent of calls within 60 seconds. IPL began using service level as its primary
contact center planning metric in 2011. IPL had earlier used average speed of answer (ASA).
b. Payment Services
Customers can walk-in to IPL’s Business Office, located in the Cedar Rapids Tower, to conduct
business face-to-face. Additionally, customers can pay bills at any Western Union Convenience
Pay location located across the state.
IPL customers can pay in cash, by check, with a credit or debit card, or through a check draft
(ACH payment). Payments may be made by mail, by phone, by Internet, or in-person. Customers
may pay by credit or debit card by phone or web (with a convenience fee) through a third-party,
Western Union SpeedPay.
By year-end 2011, IPL had increased participation in its paperless billing program to 8 percent of
customers. Twenty-five percent of customers use budget billing, 18 percent of customers have
signed up to access IPL’s web-based “My Account” service, and 16 percent have signed up for
Auto Pay (bank draft). The Remittance Processing department processes mail payments.
7. Meter Reading
IPL has approximately 526,400 electric meters and 234,100 gas meters in service. IPL has a
small population (pilot) of automated meter reading devices scattered throughout its service
territory, primarily to address chronic access or safety issues. Each customer meter is assigned to
a meter reading route and each route is assigned to a revenue cycle.
CIS exports meter route information into an Itron hand held device used by meter readers
(employees and contractors) to read and to record current kWh and CCF readings. These hand
held devices take manual reads, and can receive AMR reads through a radio device. Once the
meter readers have completed the cycle readings for the day, the meter reading information is
exported from the Itron system to CIS. Any incomplete meter reading routes are reassigned the
next day or estimated by CIS, when outside of the read window. After each billing cycle closes,
Itron MVRS reports confirm the number of meters read, the percent of routes completed, and the
number of missed readings.
The responsibility for meter reading falls within the Regional Customer Operations organization
within Energy Delivery Operations (see the preceding organization chart). Employee meter
readers perform most meter reads; however, IPL uses contract meter readers during bad winter
weather months and at times of high turnover due to apprentice postings for positions in gas or
electric operations.
IPL originally developed a business case for deployment of AMI at IPL in 2007, coincident with
the business case developed for AMI at WPL. Both projects received approval from the Board of
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Directors, and operational savings were quantified. IPL applied for several DOE Smart Grid
Investment Grant projects, but did not receive any funding. It did not seek cost-recovery for
Smart Grid in the last rate case, instead choosing to continue to explore options to costeffectively implement this technology. IPL has participated in the IUB’s Inquiry on Smart Grid
with other stakeholders to keep the IUB informed on industry trends on Smart Grid
initiatives/issues. IPL evaluates changes in technology and cost that would allow it to costeffectively deliver on the promise of Smart Grid within its current strategy . The Company is
also evaluating other enabling technologies required to support IPL’s Smart Grid plans. They
include potential replacement of IPL’s aging legacy CIS.
IPL has also partnered with the City of Dubuque to deploy a limited pilot of AMI technology to
support the Sustainable Dubuque collaborative initiative.
8. Field Services
IPL Field Service operations has responsibility for system and customer generated service
orders, such as: on/offs, transfer of service, shut-off for non-payment, high bill investigations,
off-cycle reads, crossed meters, and unauthorized reconnects. This group operates within in the
Customer Regional Operations organization of Energy Delivery Operations.
Field service technicians conduct the principal activities of the group. IPL has assigned them
mobile data tablets connected to IPL’s CAD (mobile data system). CIS downloads orders nightly
to the mobile system. Dispatchers route orders to the appropriate work queues; IPL also employs
some limited auto-routing. Some IPL field technicians start work directly from home, using
information provided by the mobile tablets.
IPL’s Meter Shops, reporting to the Director of Energy Delivery Operations Support, purchase,
test, and maintain IPL’s electric and gas meters. IUB rules require the Company to test meters
for accuracy on a regular basis. An annual statistical sample test procedure applies for residential
and network meters. Meter sampling for accuracy operates by manufacturer type and randomly.
IPL deems meters testing outside standards as defective, and makes customer-account
adjustments according to state regulatory rules.
9. Revenue Protection
Utilities have traditionally relied on meter readers and other field employees for the
identification of meter tampering and energy diversion. IPL uses this approach.
IPL’s standard operating procedure (SOP) for Theft of Service/Energy Diversion outlines
responsibilities, and provides guidelines for identification, coordination of investigation,
accounting, prosecution, record keeping, and reporting. Employees that might encounter energy
theft or participate in energy diversion processes receive revenue protection training at least
every three years.
A Senior Customer Program Consultant, reporting to the Manager of Customer Satisfaction, has
responsibility for much of IPL’s energy diversion processes, including: investigation, billing and
collection of theft, documentation, and testimony. IPL’s formalized its revenue protection
program in 2000 with the creation of this role.
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IPL uses bill stuffers and its web site to educate customers about energy theft. Customers can
report energy theft anonymously through “My Account” on the web site, or by calling the
customer call center.
IPL tracks energy diversion cases in its I-Avenue Energy Theft Database. IPL investigated 125
energy diversion cases (representing in $38,000 billed) in 2011. Nearly three-quarters of these
cases involved self-reconnection. The number of diversion and self-reconnect cases investigated
has declined since 2009, as the following chart shows.

IPL’s identification of a declining trend in identified energy theft cases caused the Company to
reinstate Energy Diversion refresher training in the field during first quarter 2012, coincident
with safety days at each IPL field location. This training focuses on identifying and reporting
energy theft.
C. Conclusions
1. IPL’s 2010 customer service strategy established clear and sound goals and plans to
improve performance, but is due for refreshment. (Recommendation #1)
IPL undertook a corporate-wide strategic planning exercise in 2010, including customer service.
The Company’s analysis of J.D. Power and Associates customer satisfaction peer comparisons
suggested a need at that time to focus on billing accuracy, call center wait times, and new selfservice offerings. The customer service department set operational goals for each of its operating
companies to:
• Reduce call volume by two percent annually through new technologies and changing
customer behavior
• Increase participation in self-services by 50 percent
• Reduce call center average handle time by 5 percent annually through focused training
and new technologies
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• Hire and retain sufficient staffing to improve ASA to 90 seconds or less.
The 2011 Customer Support Services Operating Plan formalizes these goals. The Customer
Service organization has been tracking progress to these goals since January 2011.
2. IPL’s customer service has above-average ratings from residential and business
customers.
Both customer groups have rated IPL’s customer service performance highly. The most recent
J.D. Power and Associates Utility Residential and Business Customer Satisfaction Studies rank
Alliant Energy gas and electric service well above average for the Midwest Region.
The following two charts present the 2011 J.D. Power and Associates Electric Utility Residential
Customer Satisfaction Study results for the Midwest Region, Large Segment and the 2012 J.D.
Power and Associates Electric Utility Business Customer Satisfaction Study results for the
Midwest Region, Large Segment.

We observed at IPL a continuous improvement focus since 2009. This focus has produced more
efficient internal processes and a better experience for customers. Calls to the call centers have
decreased slightly as have in-person transactions. Customer satisfaction has improved.
IPL also restructured its call quality program in 2011 to integrate customer feedback. Supervisors
continue to listen in to score customer call handling; however, IPL also asks customers to rank
the service provided on the call. The Company also asks employees to rate the call. These
internal and external evaluations undergo matching to provide a “360°” evaluation incorporating
customer, employee, and supervisory perspectives, leading to a much better evaluation of service
delivery. As a result, IPL has been improving call quality.
IPL’s recent key-account servicing refinements have also led to better deployment of resources
and a more focused customer service delivery to midsize and large customers.
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3. IPL regulatory complaints have been trending downward since 2009.
IPL has been regularly reviewing customer
complaints to identify root causes and process
improvement opportunities since 2010. IPL’s “5
Why” problem-solving technique, developed
through IPL’s Lean Six Sigma program. The
program seeks to help employees identify the root
causes of customer complaints. These techniques
have proven instrumental identifying the
underlying process breakdowns that result in
formal customer complaints.
An analysis of customer complaints reveals a
decline in the number of formal complaints received over the past few years, as the
accompanying chart shows.
4. IPL’s Call Centers are successfully staffing to meet service level objectives.
The process to forecast incoming-call volumes in order to determine the required staffing to
handle those calls comprises one of the most important functions in call-center operation. Labor
costs form the principal driver of operating costs; therefore, getting the right number in place is
critical in terms of service and cost. A workforce management system, which IPL has in place,
automates the process of forecasting workload, calculating staffing requirements, creating
schedules, and tracking daily staffing and service. IPL uses its workforce management system to
monitor developments and trends, and to match changes in call volume with intra-day staffing
adjustments.
During the past two years, IPL has taken a number of steps that have positioned it to manage to
service level in real-time:
• Created a dedicated work force planning group
• Defined roles, processes, and communications to support forecasting, scheduling and
intra-day adjustments to maintain service levels
• Incorporated service level accountability in Customer Support Services Performance
Management Process (Scorecard)
• Upgraded call center equipment and software to allow for balancing between call centers
and to support forecasting/scheduling/service level management.
Over this same time period, IPL’s call center performance has improved. IPL’s average speed of
answer (ASA) has fallen from 158 seconds in 2009 to 50 seconds year-to-date 2012. Abandoned
calls have also declined, from an average of 11.2 percent in 2009 to 4.9 percent YTD 2012. At
the same time, call-center staffing has remained fairly constant, indicating better management of
resources to meet call volumes.
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Effective day-to-day management works best when everyone understands service level
objectives, when forecasts are relatively accurate, when the required level of resources are
scheduled at the right times, and when processes and communication exist to allow intra-day
adjustment. IPL appears to be successfully staffing its customer call centers to meet its service
level objectives, thus providing a more consistent level of service to callers.

IPL strives to answer 75 percent of customer calls within 60 seconds. IPL’s service level
performance has generally exceeded its goal since 2010.
5. IPL’s write-off performance is better than that of the industry.
IPL’s write-off performance (net write-offs, as a percentage of total revenue) has decreased since
2009, and leveled off right at or below goal of .40 percent. IPL write-off performance is below
industry averages.
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6. IPL does not use credit scoring to waive the need for a security deposit.
(Recommendation #2)
IPL requires a security deposit from all residential customers wishing to sign up for electric or
gas service in cases where they do not have a good credit history with the Company (as
demonstrated by prior payment history). IPL may waive the security deposit if a customer can
provide a letter from another utility demonstrating a good payment history.
IPL does use a third-party to verify identity of customers signing up for service, but it does not
score the credit history. As a result, new customers, who may have a good credit score, must
nevertheless provide a letter from a prior utility service provider to avoid paying IPL’s security
deposit. This can produce unneeded inconvenience for customers, especially today when most
utilities give customers the option to submit a (good) credit score to waive the security deposit.
In many cases, customers will simply pay the deposit to avoid the hassle of gathering the letter.
Many companies end up carrying deposits on customers that have excellent credit, and then
paying interest on the deposits until the money is returned. IPL currently pays 7.5 percent
interest on customer deposits.
It can also prove burdensome for utilities to file and store letters of credit from customers. Credit
scoring eliminates the need for this paper intensive process. The use of credit scoring to waive
deposit requirements comprises a best practice within the utility and telecommunications
industries.
7. IPL has experienced high meter-reader turnover over the past three years, which has
added to meter-reading costs. (Recommendation #3)
From 2009 to 2011, IPL has experienced high turnover in its meter reading positions. Turnover
has ranged from 83 percent in 2009 to 68 percent in 2011. Most of the turnover is internal. Meter
reading comprises an entry-level position at IPL; most employees choose to pursue gas or
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electric apprenticeship program openings as soon as they become eligible.
During expected periods of high turnover, IPL supplements meter readers with contractors and
overtime. However, meter reader staffing shortfalls lead to higher numbers of forced estimates,
often increasing customer complaints.
8. Since 2009, IPL has increased meter reading staffing, and focused on training to
improve billing accuracy and reduce billing estimates.
One of the 2010 customer service strategic
planning initiatives focused on improving billing
accuracy and reducing billing estimates. IPL
started in 2010 to hire more meter readers, and
improved
its
meter-reading
training
program. IPL’s meter reading costs increased by
19 percent from 2008 to 2010.
IPL also introduced several reports in 2011 to
identify accounts receiving consecutive months
of estimated bills, by route and by reason. This
information enabled IPL to identify and correct
underlying factors to significantly reduce the
number of consecutively estimated bills. IPL has
reduced estimated bills significantly since 2010.
9. IPL may be facing a significant “customer experience” challenge with the potential
implementation of a new CIS. (Recommendation #4)
IPL’s Customer Information System (CIS) is more than 30 years old and at the end of its life.
WPL uses a different CIS (it also needs replacement''' '''''''''''''''' ''' ''''''''''''''''' ''''' '''''''''''''''''''''' '''''''' ''''''''''''''''
'''''''' '''''''''''' '''''''''''''''''''''''''''''''''. Alliant recently kicked off an initiative to explore options for a new
system and to develop a business case for its replacement.
Based on Liberty’s experience, CIS implementations present many challenges for a customer
service organization, including:
• Changes to internal processes can also impact the customer experience, such as meter
reading route changes which change bill issuance and bill due dates
• Development and training requirements are extensive; affect day-to-day operations for an
extended period
• Typically high turnover in CSRs prior to and post “go-live”
• Many typical system and operational bumps associated with a new CIS implementation,
creating customer confusion and many more customer inquiries
• After go-live, longer transaction times create longer wait times
• As a result of policy changes and CIS implementation issues, total incoming call volume
can increase significantly, further challenging the customer service organization.
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D. Recommendations
1. Refresh the Customer Experience strategy. (Conclusion #1)
IPL’s Customer Service organization operates under new leadership; IPL appointed a Vice
President of Customer Service in October 2011. Customer Service previously reported to a
Director level position (the Director of Energy Delivery Strategy and Customer Service).
Elevating Customer Service operational responsibility to an Officer level position demonstrates
commitment to employees and other stakeholders. It also offers an excellent opportunity to
refresh priorities and plans.
IPL has been executing a customer service strategy from 2010. It has become time to refresh the
strategy to:
• Emphasize the “customer experience”
• Tie together front-office, back-office and the field customer services
• Enhance customer facing skills, especially in the field
• Proactively manage the potential transition to the new billing system
• Explore opportunities to deploy additional customer portals to expand service options,
especially for landlord/property managers, commercial customers, and developers and
builders
• Develop a customer technology strategy road map to deploy enabling technologies, such
as Smart Metering/AMI, Field Automation, and other customer communications channels
such as text and mobile.
2. Expand Positive ID services to provide credit scoring sufficient to determine the ability
to waive a security deposit. (Conclusion #6)
The use of credit scoring to waive deposit requirements reflects best practice within the utility
and telecommunications industries.
• Many customers expect this practice
• Positive customer impact, especially to customers new to IPL territories
• Minimize the need to collect and store letters of credit
• Better integration between Revenue Recovery and Revenue Protection.
3. Actively pursue the evaluation of transitioning to AMI/Smart Metering. (Conclusion #7)
Considering Alliant Energy’s successes with Smart Metering/AMI at WPL, and IPL’s continuing
challenges to cost-effectively read its meters, IPL should revisit its plans for AMI/Smart
Metering. The current regulatory environment may not be conducive to cost recovery;
nevertheless, IPL should continue to investigate options and develop long-term plans that include
this technology. The factors to consider include:
• AMI/Smart Metering costs are coming down
• Leveraging WPL AMI/smart metering experiences to develop a transition strategy for
IPL
• Staffing considerations and changes, most of which will require bargaining unit
involvement
• Opportunity to take a closer look at the range of field classifications and what makes
sense going forward
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Back-office process implications need to be addressed as well
Need to have a migration strategy to automate both services, which addresses short- and
long-term staffing needs.

4. Proactively manage the potential transition to a new billing system, especially changes
that impact billing format or customer policies. (Conclusion #9)
CIS implementations present many challenges for customer-service organizations. Even when
managed thoughtfully, a CIS implementation can be very difficult transition for a customerservice organization and for customers. IPL should prepare carefully as it evaluates a system
replacement. If it moves forward, implementation plans should address system development and
migration needs as well as customer and employee change management needs. IPL should also
carefully analyze staffing requirements, especially in light of the increasing demands on
customer service functions, to ensure a smooth transition through all phases of the
implementation.
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IX. Supply – Electricity and Natural Gas
A. Background
1. Electricity
Energy commodity prices have experienced significant price increases and volatility in the past
decade. Changes in energy markets and new generation sources have contributed to significant
price increases and swings. Effective management of price volatility and energy pricing requires
use of a structured, comprehensive, and flexible approach to energy supply portfolio design and
risk management. The utility industry has undergone significant advancement in these areas in
recent years.
Setting comprehensive and specific objectives lays the cornerstone of effective management of
energy supply procurement. Companies should adopt objectives, and support them with sound
physical and financial transactions that do not speculate or attempt to divine market directions.
Beginning by specifying overall objectives to offer guidance and limits makes it possible to
design and manage a supply portfolio effectively. Hedging also plays an important role.
Effective supply management requires clear definition of purposes, goals and metrics,
transaction types, counterparty qualification, and any fuel use targets.
Utilities have significant market experience in buying and selling energy and regional ISO
operations; nevertheless, changes in capacity markets and pricing and the volatility of
commodity markets make supply management a particularly complex undertaking. The
procurement and hedging processes should be efficient, conducted at arm’s length, and
transacted consistently with program objectives to ensure that customers are getting prices
consistent with program goals and markets conditions and variations.
Strong controls and oversight form critical elements of effective supply management. A program
handling volumes and sums of a high magnitude must be above reproach, avoiding even the
slightest appearance of conflict or impropriety. Liberty has reviewed control elements of the
process, including the oversight roles of management, risk management, auditing and other
organizations as appropriate. Managing procurement activities well requires processes that
remain efficient, consider all available market alternatives, undergo execution at arm’s length,
provide transparency, and transact consistently with program objectives.
IPL energy procurement and trading operations require management by a team of highly
competent procurement specialists who abide by a strict code of conduct, and comply with all
business and regulatory standards.

2. Natural Gas
Alliant Energy Corporate Services (AECS) personnel buy natural gas for distribution to some
234,000 customers in Iowa and Minnesota and to 179,000 customers in Wisconsin. Gas-fired
resources comprise a significant share (32 percent for IPL and 31 percent for WPL) of owned
electricity-generating capacity. Moreover, 16 percent of WPL’s generating capacity comes from
power-purchase agreements associated with units fueled with natural gas. The particular gasSeptember 27, 2012
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supply and power-supply arrangements remain unique to each company. The same personnel
manage the two companies’ requirements for gas interactively and both for distribution and for
use in owned gas-fired generating capacity. They do the same for power purchases. This chapter
describes the personnel and processes used to accomplish this management.

B. Findings
Liberty’s findings with regard to electric and natural gas supply are presented in five segments:
Electric Supply Procurement
Price Risk Management Controls and Documentation

Natural Gas Supply
Organization and Staffing

1. Electric Supply Procurement
a. Electric Procurement Operations
Electric Market Operations (“EMO”) has the operational responsibility to purchase and sell
electric capacity and energy to meet the needs of IPL’s electric customers. EMO’s
responsibilities divide among three small groups and according to the duration of the electric
resource at issue. A manager and a small staff perform shorter-term trading operations. They
have responsibility for day-ahead and real-time operations and for submitting bids and offers to
the MISO market. A Lead Power Trader has responsibility for IPL trading positions and the
“Risk Plan” hedging purchases for the following week and approximately two years in the
future. A Bulk Power Marketer serves as the longer-term trader and originator, with
responsibility for purchases and sales of two to twenty years. This marketer also performs special
projects, such as wind power solicitations or the current electric resource RFP. An internal
consultant provides support for the functions described above, and also acts as a liaison between
EMO operations and MISO.
The short-term group addresses the day-ahead electric markets employing a model called PCI
Generation Manager as the MISO “bid/offer vehicle.” This model generates templates for bids
and offers that get submitted to MISO. Employees enter gas prices into the model on a daily
basis. The model updates coal prices monthly and oil prices weekly. The model generates the
data necessary for submitting bids and offers on a day-ahead basis to MISO. The short-term
group remains in contact with the IPL power plant managers every day to get updates on plant
operations, especially looking forward. Specific sets of MISO inputs often apply; where the
group does not prepare them it includes a default output volume for each plant in the modeling
and the MISO offer. The traders adjust daily the default inputs with specific changes identified in
the plant-manager discussions.
The trading desks also have a relatively new tool called Bid Evaluator. The tool mimics MISO
operations on a day-ahead basis. The desks review the output of this model to gather additional
information for adjusting the following day’s bids.
''''''' '''''''''''''''''''''' ''''''''''''''''''''''''' '''''''''''''''''' '''''''''''''''''' ''''''''''' ''''''''''' '''''''''''''' '''''''''''''''''''' ''''''''''''''' ''''''''''''''''''' '''''''''
'''''''''''''''' '''''' '''''''' '''''''''' '''''''' ''''''''' ''''''' ''''''''''''''' ''''''''''''''''' ''''' '''''''''''''''' '''''''''''''''''''''' ''''''''' ''''''''''''''' ''''' '''''' '''''''''''''''
''''' ''''''''' '''''''''''''''''''''''''''' '''' ''''''''''''''''''''' '''''''''''''''''' '''''''''' '''''''''''''' '''''''''''''''''''''''' ''''''''''''''''''''''''' ''''''''' ''''''' ''''''''''''''''''''
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'''''''''''''''''''''' '''''''''''' '''''''''''' ''''''''' ''''''''''' ''''''' '''''''''''''''''''''' '''''''''' '''''' '''''''''''''''''''''' '''''''''''''' ''''''' '''''''''''''''' '''''''''' '''''
''''''''''''''''''' '''''' '''''''''''''''''''''' ''''''''''''''''''''''' ''''''''' ''''''''' ''''''''''''''' ''''' ''''''''''''' '''''''''''''''''''''''' '''''''''' ''''''''' ''''''' '''''' ''''''''''''''''''
'''''''''''''''''' ''''''' ''''''''''''''' '''''''''''''''''''' '''''''''' ''''''''''''' ''''''''''''''''''' ''''''' '''''''''''''''''''''''' ''''' '''''''''''''''''' '''''''''''''''''''''''''' '''''
''''''''''''''' ''''''' '''''''''''''''''''''''' ''''''''' '''''''''''''' ''''' '''''''' '''''''''''''' ''''''''' '''''''' ''''' ''''' ''''''' '''''''''''''''''''''''''' '''''''''''''
'''''''''''''''''''''''''''''' ''''' '''''''''''''' ''''' '''''' ''''''' ''''''''''''''''''''''''' ''''' '''''''''' '''''''''''''''''''''''' ''''''''''''
Final day-ahead bids and offers must get to MISO by 11:00 a.m. eastern standard time (E.S.T.)
daily. The offers include “offer price curves” that provide MISO with offers of energy at a
specified price for various output levels of each generating unit. The offers for each unit also
have run time parameters; MISO can dispatch each unit within these parameters. MISO notifies
participants of its “selections” at 3:00 p.m. E.S.T. for the 24 hours beginning at midnight E.S.T.
(9 hours after notification).
The trading desks continually monitor the MISO markets on a real-time basis. They constantly
update and adjust unit offers, which they may do on an hourly basis. Any changes to the
following hour of MISO operations are due on the previous half hour. MISO then dispatches the
electric system through its unit offer prices and parameters. The companies that participate in
MISO do not make their own trades. MISO performs all of the matching of load and resources
and performs the trades. MISO effectively turns all physical transactions into financial
transactions, because MISO controls and dispatches all physical resources, including generation
and purchases, within their footprint and settles them financially. As the market operator MISO
performs all short-term, or day-ahead and real-time, trades. The EMO department performs
adjustments to its MISO bids and offers on this short-term basis; many times fine-tuning bids
and offers, rather than trading in the traditional sense.
An EMO Lead Power Trader describes his responsibilities as to “execute IPL and WPL hedges.”
Weekly risk meetings within EMO prescribe planned hedges. The weekly risk meetings analyze
the “open positions;” i.e., the difference between IPL load and electric resources. The weekly
analysis addresses 24 forward months. The following week and the next 12 months, however,
form the meetings’ focus. The trader performs the purchase of the planned electric hedges by
contacting and making offers to four or five relevant counterparties from the longer list of ISDAapproved counterparties. Generally, the trader has a full week to complete the planned hedges.
He discusses availability and pricing with counterparties, and monitors electric spark spreads;
IPL may buy or sell electric hedges or, alternatively, may buy or sell natural gas to run the
Emery unit. Executed hedges get entered into the CXL transaction management system.
IPL and WPL buy financial and physical hedging instruments .MISO clears energy purchases
and sales centrally, including bilateral purchases. IPL and WPL as bilateral buyers clear these
purchases in MISO, which financially settles the transactions and allows MISO to use them
physically.
An EMO Bulk Power Marketer has responsibility for all “term origination activity” extending
from two years to twenty years or more, including negotiated or “structured transactions” that
comprise medium- or longer-term electric resources. This manager also monitors the electric
markets and manages longer-term energy and capacity positions. Historically, IPL and WPL both
have electric loads that exceed their economically viable generation resources; therefore, the
energy transactions considered generally involve purchased power.
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The longer-term EMO marketer monitors the markets for capacity and energy in the region. The
focus includes the pricing of “strips;” i.e., consecutive months of energy trading in the
marketplace. He also researches transmission assets and markets, and occasionally requests
transmission services. The manager also occasionally considers capacity purchases for IPL,
because large, planned, unit outages may require such purchases. Capacity purchases take place
bi-laterally; MISO has not yet developed capacity markets for other than short-term transactions,
although recently FERC conditionally approved MISO’s resource adequacy filing that includes
an annual capacity market construct. IPL has been pursuing renewal of the Duane Arnold nuclear
purchased-power agreement in 2014. IPL would require capacity purchases to replace the
capacity provided by the nuclear plant, should that renewal not take place.
Final day-ahead bids and offers must get to MISO by 11:00 a.m. eastern standard time (E.S.T.)
daily. The offers include “offer price curves” that provide MISO with offers of energy at a
specified price for various output levels of each generating unit. The offers for each unit also
have run time parameters; MISO can dispatch each unit within these parameters. MISO notifies
participants of its “selections” at 3:00 p.m. E.S.T. for the 24 hours beginning at midnight E.S.T.
(9 hours after notification).
The trading desks continually monitor the MISO markets on a real-time basis. They constantly
update and adjust unit offers, which they may do on an hourly basis. Any changes to the
following hour of MISO operations are due on the previous half hour. MISO then dispatches the
electric system through its unit offer prices and parameters. The companies that participate in
MISO do not make their own trades. MISO performs all of the matching of load and resources
and performs the trades. MISO effectively turns all physical transactions into financial
transactions, because MISO controls and dispatches all physical resources, including generation
and purchases, within their footprint and settles them financially. As the market operator MISO
performs all short-term, or day-ahead and real-time, trades. The EMO department performs
adjustments to its MISO bids and offers on this short-term basis; many times fine-tuning bids
and offers, rather than trading in the traditional sense.
An EMO Lead Power Trader describes his responsibilities as to “execute IPL and WPL hedges.”
Weekly risk meetings within EMO prescribe planned hedges. The weekly risk meetings analyze
the “open positions;” i.e., the difference between IPL load and electric resources. The weekly
analysis addresses 24 forward months. The following week and the next 12 months, however,
form the meetings’ focus. The trader performs the purchase of the planned electric hedges by
contacting and making offers to four or five relevant counterparties from the longer list of ISDAapproved counterparties. Generally, the trader has a full week to complete the planned hedges.
He discusses availability and pricing with counterparties, and monitors electric spark spreads;
IPL may buy or sell electric hedges or, alternatively, may buy or sell natural gas to run the
Emery unit. Executed hedges get entered into the CXL transaction management system.
IPL and WPL buy financial and physical hedging instruments .MISO clears energy purchases
and sales centrally, including bilateral purchases. IPL and WPL as bilateral buyers clear these
purchases in MISO, which financially settles the transactions and allows MISO to use them
physically.
September 27, 2012
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An EMO Bulk Power Marketer has responsibility for all “term origination activity” extending
from two years to twenty years or more, including negotiated or “structured transactions” that
comprise medium- or longer-term electric resources. This manager also monitors the electric
markets and manages longer-term energy and capacity positions. Historically, IPL and WPL both
have electric loads that exceed their economically viable generation resources; therefore, the
energy transactions considered generally involve purchased power.
The longer-term EMO marketer monitors the markets for capacity and energy in the region. The
focus includes the pricing of “strips;” i.e., consecutive months of energy trading in the
marketplace. He also researches transmission assets and markets, and occasionally requests
transmission services. The manager also occasionally considers capacity purchases for IPL,
because large, planned, unit outages may require such purchases. Capacity purchases take place
bi-laterally; MISO has not yet developed capacity markets for other than short-term transactions,
although recently FERC conditionally approved MISO’s resource adequacy filing that includes
an annual capacity market construct. IPL has been pursuing renewal of the Duane Arnold nuclear
purchased-power agreement in 2014. IPL would require capacity purchases to replace the
capacity provided by the nuclear plant, should that renewal not take place.
b. Energy Procurement Results and Markets
Procurement of electric resources (since 2006) other than existing coal and gas-fired electric
plants has come from the following primary sources: (a) a purchased power agreement with
Nextera, the owner of the Duane Arnold nuclear plant, (b) energy purchased from the MISO
system operator, which mostly represent purchases from utility and power merchant
counterparties, (c) wind purchases, the bulk of which are from four larger contracts, and (d)
power purchased from Alliant Energy Corporate Services prior to 2011. The next table shows the
purchases from these primary sources for 2006-2011.
$
25,371,716
153,057,054
39,913,926
135,931,196

Total Wind Purchases
DAEC Nuclear Purchases
MISO Purchases (counterparty energy purchases)
Alliant Energy Corporate Services

$
$
$
$

Total Wind Purchases
DAEC Nuclear Purchases
MISO Purchases (counterparty energy purchases)
Alliant Energy Corporate Services

$
$ 20,259,254
$ 182,768,564
$ 83,530,800
$ 49,436,418

2006
MWh
688,115
3,296,740
1,501,309
2,003,654
2009
MWh
609,297
3,576,871
3,252,703
770,900

$/MWh
$ 36.87
$ 46.43
$ 26.59
$ 67.84

$
24,587,762
147,257,118
46,414,145
81,384,478

$
$
$
$

$/MWh
$ 33.25
$ 51.10
$ 25.68
$ 64.13

$
$ 20,360,245
$ 183,549,771
$ 127,594,467
$
8,513,465

2007
MWh
696,052
3,062,737
1,468,170
1,818,145
2010
MWh
639,372
3,623,250
3,447,543
254,800

$/MWh
$ 35.32
$ 48.08
$ 31.61
$ 44.76

$
$
$
$

$/MWh
$ 31.84
$ 50.66
$ 37.01
$ 33.41

$
$
$
$

2008
MWh
661,683
3,619,348
2,404,778
675,673
2011
$
MWh
22,200,500
694,626
194,603,123
3,623,983
85,671,345
3,421,031
0

$
23,237,182
173,401,321
102,048,871
47,238,375

$/MWh
$ 35.12
$ 47.91
$ 42.44
$ 69.91
$/MWh
$ 31.96
$ 53.70
$ 25.04

The information in the preceding above indicates that MISO purchases during this period have
generally been the lowest-cost external option for IPL, followed by the wind contracts. The
Duane Arnold contract includes capacity charges of $140 - $150 million per year, representing
the majority of the total cost per megawatt hour of this resource. IPL has ample capacity
resources with its owned power plants and the Duane Arnold contract; therefore IPL has
generally not required capacity purchases to meet MISO capacity requirements.
The following chart shows quarterly energy prices for delivery at the Alliant-West commercial
pricing load zone for 2000 through the first quarter of 2012. Pricing for market energy has fallen
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sharply since 2008. Load decreases, increasing wind generation and falling natural gas prices
have held down energy market prices in IPL’s immediate vicinity.
Year

2000

2001

2002

Average of DA LMP (energy price) for ALTW.ALTW in $/MWh
2003
2004
2005
2006
2007
2008

2009

2010

2011

2012

Qtr1

$15.21

$34.31

$20.73

$39.17

$37.29

$42.00

$39.18

$53.42

$55.29

$31.07

$34.95

$28.02

Qtr2

$21.01

$30.73

$22.87

$25.97

$33.98

$40.23

$39.37

$47.24

$47.27

$21.07

$28.00

$23.76

Qtr3

$20.83

$28.03

$26.79

$32.76

$30.16

$59.58

$48.40

$46.14

$50.50

$20.68

$32.10

$33.73

Qtr4

$29.53

$19.15

$22.42

$28.19

$35.12

$52.00

$38.89

$43.39

$35.13

$27.08

$27.48

$23.56

$21.66

$28.01

$23.22

$31.50

$34.13

$48.51

$41.48

$47.51

$47.05

$24.95

$30.62

$27.27

Annual

$19.90

$19.90

c. Capacity Markets
MISO establishes capacity requirements for load-serving entities based on the peak load of each
system plus a planning reserve margin of approximately 4 percent. The capacity requirement
established for each utility covers all deliveries made by the distribution utilities, as well as the
reserve requirement adder for reliability purposes. Companies must have either owned and
operating generating capacity or purchased capacity from purchased power agreements
(“PPAs”), such as the Duane Arnold contract, or may buy contracted capacity from bi-lateral
sources or from MISO to provide for capacity requirements. Informal bi-lateral markets for
capacity purchases offer the primary capacity market, allowing arrangements through brokers
and through direct purchases from generators.
The chart below shows the evolution of regional capacity market prices over the past ten years.
Bi-lateral capacity contracts represent the market for this resource, because MISO has not yet
established a liquid term capacity market. IPL has historically had more owned and purchased
generating capacity than its MISO requirements; therefore, the Company has rarely accessed this
market. Capacity pricing has fallen to only pennies per kilowatt month since 2009. The severe
drop indicates that the surplus of capacity experienced in the MISO markets prior to 2009 has
become extreme in the last three or so years. The new-build cost for capacity from a combined
cycle gas plant currently runs at $16-$17/kw-month, as currently estimated by IPL.
Bi-lateral Capacity Market Prices ($/kw-month)
Range of prices for upper-midwest (MAPP/MAIN/MISO)
2001
5.00 to 6.00
2002
2.50 to 6.00
2003
2.50 to 6.00
2004
0.50 to 1.50
2005
0.50 to 1.50
2006
0.75 to 2.00
2007
0.50 to 1.75
2008
1.05 to 2.50
2009
0.50 to 0.83
2010
0.35 to 0.45
2011
0.03 to 0.05
2012
0.02 to 0.04
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2. Natural Gas Supply
a. Supply Planning
Most of IPL’s gas distribution business involves residential customers in relatively small towns.
It serves a few ethanol plants, but most sizable customers hold their own pipeline capacity, and
buy their own gas. As a consequence, weather drives variability for most of IPL’s gasdistribution load.
IPL has six locations where natural gas is the primary fuel for electric power generation. Most of
those units comprise simple-cycle turbines or older coal units converted to gas. IPL does not run
them frequently. The combined-cycle Emery Generating Station comprises an exception. Emery
gets its own gas supply, arranged and managed for it by the Gas Trading and Dispatch unit. Gas
Trading and Dispatch buys gas for the generating units behind IPL’s city gates as part of the
supply for all customers in those locations. Some of IPL’s generation lies behind MidAmerican’s
gas distribution system. Those plants make their own arrangements for gas supply, but Gas
Trading and Dispatch advises them on those arrangements.
IPL’s gas distribution system in Iowa comprises over 150 individual systems connected to an
interstate pipeline, but not connected to each other. The vast majority of these individual systems
can take gas from only one interstate pipeline. A map of IPL’s distribution pipelines and
interstate pipeline interconnections follows.

IPL in Iowa takes gas service served primarily from three interstate pipelines: ANR Pipeline
Company (ANR), Natural Gas Pipeline Company of America (NGPL) and Northern Natural Gas
Company (NNG). IPL also has two interconnections with Northern Border Pipeline Company
September 27, 2012
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(Border) in Iowa. IPL contracts for firm transportation capacity on each of the pipelines. The
contracts include diversified receipt points in each one’s producing areas. Delivery points into
IPL’s facilities group into zones, in order to facilitate scheduling and balancing.
IPL contracts with the pipelines not only for firm transportation, but also for firm storage. IPL’s
storage can supply about 35 percent of its expected winter demand. Storage captures the normal
summer-to-winter price differential; IPL also uses it to balance daily loads.
IPL “shapes” its transportation contracts to accommodate the winter/summer difference in
requirements. Thus, the transportation contracts generally provide more capacity in the winter
and less in the summer. The storage services that the Company holds generally also have
transportation services associated with them. This combination further focuses transportation
capacity entitlements on the periods when the Company needs them.
Requirement forecasts for IPL’s service territories show declines, because declines in use per
customer have more than offset customer growth. IPL’s capacity-planning problem therefore
arises from the need to reduce contracted capacity while maintaining service reliability. IPL has
addressed this problem by adjusting its pipeline capacity contracts as they expire, and
transitioning to new types of capacity options. These options include delivered peaking calls,
which provide on-demand pipeline capacity and gas to IPL city gates.
The Company continuously evaluates opportunities to add pipeline connections to its service
territories, in order to increase competition for its loads. The Company constructed a new
pipeline from IPL’s Emery Generating Station to Mason City in 2007. This addition provides a
direct connection to Border for much of Mason City’s demand. The addition improved the gas
pricing available to the Mason City area, and allowed IPL to relinquish the NNG capacity that it
had held to serve that area. The construction therefore reduced costs. IPL has studied other
bypass opportunities. IPL, in at least one case, negotiated lower pipeline charges by threatening
to bypass. Other options undergo study by IPL, but none has yet proved economic.
IPL files annual reports on gas supply and requirements with the IUB. Reserve margin comprises
one parameter required to be reported. This margin is defined as forecasted peak-day
requirements relative to contracted capacity. The IUB requires this difference to be five percent
or less. This requirement maintains pressure to adjust contracts as opportunities to do so present
themselves.
The magnitudes of the commitments under these contracts generally fall within the authority
limits of the Manager, Gas Trading and Dispatch. He reviews such decisions with his superior,
the Director, Gas Supply and Energy Risk Management, but the decisions remain the manager’s
authority. Decision-support files consist of his records of the analysis that he performs in
reaching each decision.
b. Supply Management
An external asset manager under contract performed much of the Company’s gas-supply
function from the mid-1990s through March 2009. The Company bought from this manager all
of the supply from ANR during this period, about half of the supply on NGPL, and from half to
September 27, 2012
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90 percent of the supply on NNG. The balance came from a mix of suppliers. A review of inhouse management versus out-sourcing, led to the decision to return the supply function inhouse, effective April 1, 2009.
The Alliant companies use the North American Energy Standards Board (NAESB) contract
(NAESB Standard 6.3.1, September 5, 2006) for gas purchase and sale transactions. IPL
typically supplements that contract with an International Swaps and Derivatives Association
(ISDA) contract (ISDA 2002 Master Agreement) to cover credit arrangements. The Companies
no longer initiate relationships with the Gas Industry Standards Board (GISB) contract. They do,
however, negotiate them if the counter-party so requests. IPL maintains NAESBs with 46
counter-parties, ISDAs with 30, and GISBs with four. The number of suppliers providing gas
increased from 23 in 2006 to 42 in 2010.
The Companies conduct one major request for proposals (RFP) for gas supplies each year. The
late summer request seeks supply “products” for the coming winter (five-month) period. The
RFP for the winter of 2011-12 requested the following products:
• Base-load gas for five months (November 1, 2011 – March 31, 2012)
• Base-load gas for three months (December 1, 2011 – February 29, 2012)
• Call options at first-of-the-month prices for five months (November 1, 2011 – March 31,
2012)
• Call options at first-of-the-month prices for three months (December 1, 2011 – February
29, 2012)
• Peaking supplies at a Gas Daily price, delivered to specified locations, for up to five days
during three months (December 1, 2011 through February 29, 2012).
The RFP issues in the name of both Alliant companies, but each Company awards individual
contracts. This year’s RFP went to 25 suppliers.
The Companies prepare monthly supply plans for each month. These plans estimate average,
maximum, and minimum requirements, and match them against committed supplies. Monthly
supplies get added during Bid Week if necessary, through phone calls, e-mails/instant messages,
or through the InterContinental Exchange (ICE) electronic trading platform. Purchasing of these
supplies typically comes at first-of-the-month (FOM) index prices.
The Gas Dispatcher and the Day Trader/Schedulers also produce daily supply plans, using a
spreadsheet forecast model and Gas Pro (the supply-management system). Weather data input
each day into the spreadsheet supports estimates of requirements for the next day. Requirements
get compared with contracted supplies, and the Gas Trader and Day Trader/Schedulers match the
estimated requirements by buying, selling, injecting into storage, or withdrawing from storage.
Everyone in the Gas Trading group except the Gas Trading Assistant receives training in daily
dispatch, and takes a turn dispatching to balance supply and demand on the weekends. Volumes
are managed 365 days per year to minimize pipeline balancing costs.
Pipeline-capacity optimization comprises the other major supply-management activity. The
majority of this activity concerns sales for resale. Each day, as the Gas Supply group schedules
gas for the on-system load the next day, it identifies capacity under contract but not required to
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serve on-system load. The group reserves a portion of that capacity for possible weather changes.
Traders then enter into purchases and sales to use the available capacity, or offer to release it.
Margins generated from this activity get split between IPL and customers, via credits to
purchased-gas costs. The table below shows the magnitude of this activity in 2009 and 2010. For
comparison, IPL’s forecast on-system sales amount to about '''''''''''' '''''''''''''''' decatherms (Dth).
Secondary-Market Activities
(million Dth)
Activity
2009 2010
Sales for Resale
''''''''''
''''''''''
Capacity Release
''''''''
'''''''
Total
''''''''''' '''''''''''
The optimization activity operates under quantitative performance targets set each year. The
targets derive from estimates of the volume of pipeline capacity available after fully serving
customer load, times the value of the capacity. Margin targets exist for each of the pipelines on
which the Company holds capacity. The Director, Gas Supply and Energy Risk Management
must approve these targets. The Manager, Gas Trading and Dispatch reports to this director.
Performance in meeting those targets drives a portion of the compensation of Gas Trading and
Dispatch personnel.
The Controls and Documentation section of this chapter discusses KPMG’s 2010 study of work
processes. The gas-supply function portion focused on reducing the likelihood of transmitting
critical errors by identifying and remediating any identified gaps in processes and controls.
Identified gaps became recorded as Corrective Action Plans, which this year’s activities address.
IPL has a transaction entry accuracy goal for the gas traders; the Company currently meets it.
IPL is also gathering data on pipeline balancing costs to permit it to set goals for improvement.
c. Gas Supply Results
IPL purchases nearly all of its physical base-load supply, including gas purchased for storage
injection, at FOM published index prices. It purchases daily gas only rarely, because IPL’s
contracted storage handles all but the very largest volume swings. Accordingly, IPL does not
study its gas-supply prices versus market or peers. Liberty examined the issuance and award of
the 2011-2012 RFP. We found all aspects of the issuance and responses satisfactory, and
considered IPL’s selection of supply offers appropriate.
IPL tracks pipeline-capacity optimization, however. A component of the Gas Trading and
Dispatch group’s compensation ties to that performance. The next table shows performance
relative to targets.
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Capacity Optimization Margins
($million)
2010 2011
Budget
'''''''
'''''''
Actual
'''''''
''''''' 1
Liberty also reviewed the process by which IPL sets the target for optimization margins. That
process involves estimating the capacity likely to be available on each pipeline, and estimating
values for the capacity. Estimated values involve studying differences in reported transaction
prices at different locations. IPL estimates them for each month of the target period, for each
pipeline. Liberty found this process and its practice by Gas Trading staff reasonable.

3. Price Risk Management
a. Electric
The Energy Market Risk Management department within, AECS, has the responsibility for
identifying energy requirements to hedge the electric load-serving obligations of IPL. This
department analyzes and manages energy price risks to mitigate price volatility in serving the
IPL electric load. The Energy Market Risk Management department’s purpose is stated as:
to identify and manage energy price risks associated with the purchase, sale and
planned generation of electricity for IPL, while complying with the requirements
of company policies and procedures, including Policy 170 titled Financial
Contracts and Trading Risk Management.”
The Company states the goal for IPL electric hedging is to mitigate price volatility inherent in
supplying electricity to customers. To meet its goal of mitigating price volatility, IPL performs
hedging by dollar cost averaging into a hedge portfolio. An Energy Risk Management Plan
(“Risk Plan”) provides the framework for using physical and financial contracts and other risk
management tools to manage the purchase and sale of electricity and natural gas hedges in
compliance with Alliant’s Policy 170.
IPL manages its hedging program to maintain target “open positions” within high and low limits
for designated time periods. IPL achieves these targets by acquiring hedges over a 24-month
time horizon to manage its open position within these limits. Each hedge effectively limits
further price volatility by fixing the price of the hedged volume of energy. Alliant uses primarily
floating-for-fixed swaps for electric hedging. It has also purchased some shorter-term options for
the summer months to provide price protection.
IPL will reduce the open position within the hedge horizon over time in a process akin to dollar
cost averaging. IPL will time the execution of hedge transactions for each calendar month within
the hedge horizon to make the open position for each calendar month progressively smaller as

1

End-of-year outlook at October 31, 2011.
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the period of time until the requirement’s specific calendar month decreases. By the time the
calendar month is within the “0 to 6 months out” hedge horizon, IPL will normally have reduced
its open position to between minus 150 MWh and plus 150 MWh. The next table shows the open
position targets.
The Risk Plan allows for adjustments to the purchase of hedges if market pricing is determined
to be significantly higher or lower than a mechanically-calculated “price level.” Such
adjustments defer purchases in higher- priced markets, and accelerate purchases in lower-priced
markets. IPL includes them in the hedging limits matrix. The relevant price levels for the
adjustments get determined annually, based on monthly settled prices for the past three years and
monthly forward prices for the following two years. IPL compares the calculated market price
levels compared to current forward market prices, in order to determine which pricing band (low,
intermediate or high, as shown below) to use for closing the open position.
IPL Target Open Position for Electric Hedging
Monthly Average On-Peak MWh Position
Period (Months)
0-6
7-18
19-24
Market Pricing Level (MWh) Max Min Max Min Max Min
Low
(150) 150 150 300 300 N/A
Intermediate
(150) 150 200 500 500 N/A
High
(150) 150 250 600 600 N/A
The Risk Plan gets executed by systematically buying hedges of more than one month and up to
two years in duration. IPL periodically assesses whether the program effectively reduces
volatility through a volatility-reduction analysis requested by the Minnesota PSC. IPL believes
that this analysis indicates that IPL’s hedging activity has reduced energy price volatility by
about 27 percent over the time period from September 2007 through May 2011. The Minnesota
analysis considered only about 6 percent of the total IPL hedging pool. IPL believes that this
analysis supports a similar reduction in price volatility for Iowa.
IPL’s quantification of the price-volatility reduction compares the cost of the hedged electricity
position (the actual electricity portfolio) to the cost of an equivalent un-hedged position at the
daily forward-electricity price by month (a proxy for an un-hedged position). The final spot
electricity price used represents the average of the daily market prices for each day of the month.
The volatility calculation uses a standard annualized volatility formula, assuming a lognormal
price distribution for the period analyzed. The table below shows IPL’s calculated reductions in
electricity volatility for the 12-month period ended May 2011, as reported in Minnesota.
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Volatility of IPL Monthly Electric Positions
June 2010-May 2011
UnHedged
hedged
Volatility
Volatility
84%
334%
Jun-10
26%
42%
Jul-10
57%
80%
Aug-10
45%
96%
Sep-10
44%
68%
Oct-10
56%
122%
Nov-10
60%
113%
Dec-10
7%
17%
Jan-11
7%
17%
Feb-11
15%
17%
Mar-11
16%
27%
Apr-11
12%
16%
May-11
12- month Average:
36%
79%
The Energy Market Risk Management group provides a monthly report to the Energy Risk
Management & Trading Committee (“ERMTC”) illustrating how the execution of the “Risk Plan”
meets the goal of keeping the open position within the high and low limits. This monthly report
shows the status of its electric hedging program and its compliance with these high and low limits.
Energy Management managers meet weekly to discuss market views (electric markets and gas
markets), electric and gas forward prices, and whether to increase or decrease electric and gas
purchases. The weekly group also provides power and gas price information to Fuel and
Operational Planning. Analytical work by the various members of this group forms a key input to
the deliberations of the ERMTC.

The work of this group also results in forward purchases of electricity or gas, which may hedge
electricity purchases from MISO or hedge gas-fired electric purchases to be bought from others.
IPL’s Risk Plan contemplates higher proportions of requirements being hedged as settlement
nears. Thus, decisions in these meetings address the open positions to fill, looking out over the
next 24 months, with the objective of being fully hedged when the prompt month settles. IPL
files quarterly reports with the IUB detailing hedging activity. The Company also files Risk Plan
updates with the IUB.
b. Natural Gas
IPL serves about 35 percent of winter-period gas requirements from storage. The stored gas
provides supply security and it also serves to hedge winter-period prices. The nature of the gas
storage available to IPL, however, requires that most of it empty by the end of the withdrawal
season (end of April). Thus, variations in winter-period requirements require reducing winterperiod purchases.
The IPL hedging program accommodates this variation by reducing the proportion hedged.
Anticipated winter purchases derive from an assumption of normal weather. Accommodating the
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possibility that weather might be warmer than normal (and thus that required gas purchases
might be reduced considerably) results from setting the maximum proportion hedged at 50
percent. In recent years, the minimum proportion hedged was 30 percent.
The Alliant companies use fixed-for-floating swaps to fix the price of gas that they expect to
buy. The hedging program extends over the two years prior to consumption. The Gas Trading
and Dispatch group purchases swaps progressively over the period, until they reach the desired
level of hedging.
IPL adjusts the proportion hedged in response to the level of gas prices relative to recent history.
For example, if the prices available in fixed-for-floating swaps are high, it might hedge as little
as 10 percent of expected winter demand. If they are low, as much as 50 percent of expected
demand is hedged.
The next chart, taken from IPL’s July 11, 2011, presentation to the IUB Staff, illustrates the
approach. Hedging for the winters of 2011-12 and 2012-13 was occurring at that time. The chart
shows both the differences in proportion hedged at different prices (the price used is the forward
“strip,” or average of futures prices for the months being hedged), and the schedule for adding to
the hedge position.

IPL started a storage-injection-gas hedging plan in 2009, at the request of Iowa’s Office of the
Consumer Advocate. The approach takes a form similar to the one used for winter-requirements
hedging; i.e., IPL adds fixed-for-floating swaps progressively over a period in advance of
physical purchases, stopping when the desired level of hedging has been reached. IPL hedges a
higher proportion of expected requirements when prices are low relative to recent experience,
and vice versa. The quantity purchased for storage injection has more predictability than that for
winter purchases; therefore, a higher proportion of expected purchases can be hedged if prices
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are attractive. The next table, taken from the same presentation, shows the relationship between
the NYMEX summer strip (the average of futures prices for May to October) and the proportion
of expected requirements hedged. It also shows the schedule for adding hedges until the desired
proportion is reached.

The following table, also taken from the July 11, 2011, presentation to the IUB Staff, shows the
results of the gas hedging program over the last few years, and the relationship of current hedges
to forward prices as of July 6, 2011. The table shows that the hedges increased gas costs in each
of the periods listed. Overall, this period saw declining market prices, making the results
expected.

4. Controls and Documentation
a. Policies and Procedures
Alliant, the parent, has a robust suite of corporate policies, including ones addressing Energy
Markets Standards of Conduct (Policy No. 142), Approval Authority (Policy No. 144), and
Energy Risk Management and Trading (Policy No. 170). Employees must complete training
courses on a variety of matters each year. The subjects include these policies and tests examine
subject mastery. We found personnel in the procurement functions to be well aware of these
policies, and to conduct themselves as though compliance was expected.
The procurement function split into front, middle and back offices following a 2006 organization
study conducted by an outside consultant, which included several recommendations for
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improvement. Policy 170 resulted from the project, as did numerous reporting and other risk
management changes. Gas and electricity now have separate front offices, but share middle and
back offices. The three offices have a typical segregation of duties for procurement operations,
structured (and codified in Policy 170) as follows:
• Front Office: Transaction execution and operations, including gas nominations, MISO
electric scheduling and hedge purchasing
• Middle Office: Monitoring and control, including transaction confirmations, contract
administration, risk measurement, and reporting
• Back Office: Processing settlement data of energy transactions, including invoice
reconciliation and accounting interface.
A subsequent, 2010 control enhancement project conducted by the same consultant focused on
Front, Middle, and Back Office work processes. It resulted in flow charts developed to present
the then-current modes of operation of fuel and power organizations. Each of the flowcharts also
presented:
• Operational controls
• Sarbanes-Oxley controls
• Action points that lead to financial impacts
• Any identified control gaps.
Identified control gaps were recorded into separate documents, which then drove planned actions
to address the gaps. A newly formed information share-point housed all of the completed
documents, and an online data sheet tracked the progress of plans to address identified control
gaps.
Within the structure defined by the flow charts, the use of detailed written procedures varies
among organization units. Near-term electric transactions occur under MISO procedures. Energy
Market Operations (EMO) submits data to MISO in accordance with its procedures, analyzes
data and invoices from MISO to provide verification for settlement, and develops and refines
strategies to improve offer performance. EMO has created detailed Standard Operating
Procedures for its more complicated processes, in order to ensure that: (a) procedures apply
optimally, (b) procedures apply in a standardized fashion, and (c) changes to procedures can be
captured and incorporated efficiently. Outside of EMO’s MISO-related activities, however, units
with smaller numbers of individuals who have been doing the same jobs for a long time tend not
to use detailed procedures.
For gas purchasing, the front office stores (electronically) gas transportation and storage
contracts, and has responsibility for their administration. The Middle Office maintains
commodity-purchase agreements, and has responsibility for their administration. That office uses
process documentation for execution of base (supply) agreements. GasPro (the tracking system
for gas transactions) stores the terms for gas-supply agreements and transportation and storage
contracts. This system allows for accounting of costs, confirmation of invoices from counterparties by the middle office, and payment by the back office. The back office also has SOPs for
its operations.

September 27, 2012

Page IX-16
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

Management and Operations Audit of
Supply – Electricity and Natural Gas
Interstate Power and Light

b. Approval Authority
Each individual in the Energy Markets organization has authority limits, in accordance with
Policy No. 144. Authority limits take the form of total dollars and duration of any agreement.
Transaction-tracking systems receive and house transaction data. CXL applies for electric and
financial gas transactions and GasPro applies for physical gas transactions. CXL receives gas
financial transactions, because it allows risk-management evaluations, while GasPro does not.
The two transaction-tracking systems generally will not allow a trader to enter a transaction that
violates various restrictions (e.g., an individual counter-party’s credit limits).
c. Risk Management Controls
Policy No. 170 governs the Energy Risk Management and Trading function. This Policy became
effective in July 2006, developed as part of the 2006 organization study that resulted in the
segregation of the energy trading function into front, middle and back offices. The policy has
undergone annual review, with the last update in August 2011.
Energy Risk Management and Trading takes place under an enterprise-wide risk management
program. An Executive Review and Risk Committee (ERRC) that reports to the parent
company’s Board of Directors has responsibility for overall corporate risk policy and
implementation. The CEO, CFO, Executive Vice President and General Counsel, Senior Vice
President – Generation (WPL President), and Senior Vice President – Energy Resource
Development (IPL President) serve on the ERRC. This committee defines and enforces risk
tolerance via risk-management strategies, risk limits, and portfolio risk/reward concepts.
An Energy Risk Management and Trading Committee (ERMTC) supports the ERRC supported
in governing the Energy Risk Management and Trading function. The supporting ERMTC
provides expertise to review, monitor, and make recommendations regarding specific issues
relating to the management of the energy portfolios. It assists the ERRC to define riskmanagement strategies, risk-measurement analytics, proper risk limits, and reporting. The
ERMTC also reviews Policy No. 170 annually.
The principal subject matters addressed by the ERMTC comprise:
• Hedging fuel and purchased-power costs that must be recovered from electric-utility
customers.
• Hedging natural gas costs that must be recovered from gas-utility customers.
• Managing counter-party credit exposure, including exposure to the Shared-Savings
customers (These customers participate in certain of the Alliant companies’ energyefficiency programs. The Alliant companies effectively lend these customers money to
invest in energy efficiency. For this reason, the Alliant companies’ exposure to these
customers’ credit is a risk that must be managed.).
• Overseeing certain programs undertaken by non-utility affiliates.
The Chief Accounting Officer and Controller chairs the ERMTC, which has the following
additional members:
• Head, Front Office – Electric
• Head, Front Office – Gas
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Head, Middle Office
Head, Back Office
Director – Business and Financial Performance
Director – Regulatory and Financial Planning
Director – Fossil Fuel Procurement
ERMTC Administrator.

The ERMTC meets monthly. Subjects discussed typically include risk reports, position reports,
potential impacts of emerging regulations, proposed changes in agreements with counter-parties,
and relevant regulatory filings. Each utility has a risk plan filed with its utility regulatory
commission. IPL’s Business Planning Risk Management Plan was filed in Minnesota in May
2011 (approved in December), and in Iowa in February 2012. The development of these plans
occurs under the auspices of the ERMTC.
The transaction-tracking systems (CXL for electric and gas financial trades and GasPro for
physical gas trades) have access limits that prevent unauthorized trades and inappropriate
changes to trade information. The three-office structure ensures proper trade verification and
settlement. Strategic Risk Management (the middle office) prepares a weekly financial position
report, which summarizes the status of all trades not yet settled.
d. Middle and Back Offices
Strategic Risk Management (the middle office) also handles credit and collateral risk
management. Counter-party credit and the credit of large vendors, construction contractors and
shared-savings program participants undergo evaluation pursuant to Policy No. 144. Credit
ratings, and thus credit limits, undergo quarterly updating. Liquidity stress tests assess the
collateral required from counter-parties upon a credit-rating reduction. Traders receive a daily
counter-party exposure report.
Counterparties with ratings below investment grade undergo independent analysis by the middle
office. The credit evaluation applies Standard & Poor’s key cash flow ratios, and reviews
financial statements. Twenty-five to thirty IPL counterparties have ratings and approved credit
limits.
The middle office must also perform an annual detailed review of all exceptions to the credit
policy. Credit alerts made on counterparties generate a re-evaluation of their credit as soon as
possible. The CXL system will not allow the entry of trades that would violate credit limits.
Warnings also come when counterparty positions reach 70 percent of their credit limit. Strategic
Risk Management has recently begun maintaining data on all parent-company financial
guarantees. This information goes to accounting quarterly for use in financial reporting.
The back office does all settlement and invoicing review for IPL energy transactions. Back office
responsibilities include compiling information, reviewing and verifying invoices, and preparing
any outgoing invoices. Simply put, the front office executes transactions, the middle office
validates transactions, and the back office handles transaction invoicing and settlements. The
back office also performs regulatory and compliance reporting, and provides some education
with respect to electric markets (MISO, PJM).
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The back office reports to the director of finance, who reports to the Vice President and
Treasurer, who in turn reports to the Chief Financial Officer. The segregation of the back office
(by placing it in Treasury operations) provides separation and independence from front office
operations.
Standard operating procedures for the back office exist for purchased power and gas transactions.
In addition, process maps depict the IPL gas, WPL gas, financial gas and electric energy billing
processes. The process maps, developed in 2010, came in conjunction with the KPMG processes
project.
e. Internal Audit
The Alliant Internal Audit function has responsibility for internal audits and Sarbanes-Oxley
compliance, among other auditing duties. Internal Audit uses a risk-based internal audit planning
process. An annual Audit Plan is developed by evaluating risks identified from the following
sources:
• Corporate Risk Assessment: Strategic risks identified by management and the Board of
Directors
• Information Technology Risk Assessment: IT risks identified by a cross-functional group
within management
• Compliance Inventory Assessment: Compliance requirements identified by management
• Management Requests/Internal Audit Additions: Risks identified by management or
Internal Audit.
The risk assessments are typically completed in the fourth quarter of each year, in order to
support Audit Plan development by the end of the year. Management requests and Internal Audit
additions may occur continuously throughout the course of the year. The list of potential
auditable topics originating from these sources help identify potential internal audit
engagements.
These potential internal audit engagements are ranked using five risk factors:
• Complexity
• Extent of exposure, both financial and reputational
• Extent of change
• Fraud risk
• Whether already audited in the recent past.
The application of such factors generates candidate engagements. Reviewing the list with
officers, key directors and managers produces a more final list for presentation to the ERRC.
Following its review and approval, the Audit Committee of the Board of Directors must give the
audit plan and projects final approval.
Based on Internal Audit’s continuous assessment of risks, adjustments to the Audit Plan are
made during the course of a year, as new matters come up and the business environment
changes. As possible changes come up, they are reviewed with the Board’s Audit Committee.
Possible Audit Plan adjustments include: (a) removal of an audit from the Plan, (b) deferral to a
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subsequent year, or (c) addition to the Plan. The Audit Committee must approve all Audit Plan
changes.
The following list shows completed Internal Audit projects, including consulting assignments (to
the extent addressing Energy Management subjects) during the period January 1, 2006, to
November 1, 2011.
• Energy Trading and Risk Management Policy Audit (May 19, 2006)
• IPL Gas Operations Compliance Assessment (November 20, 2006)
• MISO Price Offer Curve Audit (December 13, 2006)
• EMU/GOS/MISO Data Interface Controls Audit (December 21, 2006)
• Gas Inspection Maintenance & Management System (GIMMS) Upgrade Audit (June 21,
2007)
• Energy Trading and Risk Management Policy Follow-Up Audit (June 25, 2007)
• IPL Gas Operations Compliance Audit (December 6, 2007)
• Energy Trading and Risk Management (ETRM) TriplePoint CXL – Post-Implementation
Audit (February 21, 2008)
• Energy Delivery Compliance Governance Assessment (December 18, 2008)
• IPL Gas Operations Compliance Assurance Audit (December 23, 2008)
• ETAM Conversion to MISO Audit (February 2, 2009)
• Policy 170 – Energy Risk Management and Trading Follow-Up Audit (June 17, 2009)
• Policy 170 – Compliance Acknowledgement Form (CAF) Audit (September 28, 2010)
• Gas Pipeline Risk Assessment (August 26, 2011).
To help supplement Internal Audit personnel, the independent accounting firm provides subject
matter experts through a co-sourced internal audit engagement and has assisted in most of the
engagements addressing Energy Management subjects. The internal audit team includes both
Internal Audit personnel and the outside personnel in such engagements. Personnel from the
independent accounting firm follow Internal Audit’s methods and protocols. Internal Audit leads
the team, and the report is an Alliant report.

5. Organization and Staffing
Gas supply for distribution customers, fuel supply for electric-power generation, and
management of power market operations fell, until recently under an organization headed by the
Senior Vice President – Generation. This individual also serves as president of WPL. These
functions moved at the beginning of 2012 into an Energy Markets group, reporting directly to the
then President and COO of Alliant. The COO recently became the CEO, upon the retirement of
her predecessor. There is no current COO position.
This reorganization sought to place additional focus on fuel-cost and energy management, and to
“unload” some responsibilities from the generation function. That function bears increased
responsibilities in the near future, given an anticipated $1.1 billion of investments in
environmental and efficiency through 2015. The reorganization resulted largely from transferring
intact organizational units. The leadership and functions of each of the affected units remained
largely the same after the reorganization.
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Particular responsibilities of the Energy Markets group include fuel-cost management, electric
energy and capacity procurement, price risk management, energy transaction controls, and
evaluating market revenue opportunities and risks. The component organizations within Energy
Markets are as follows:
• Fossil Fuel Procurement – Responsible for the coal supply chain, including procurement,
rail and transportation management, and barge and unloading contract management.
Responsibilities also include purchase and sale of emissions allowances and, with Alliant
Energy’s environmental organization, related emissions tracking. This unit also manages
coal-combustion products.
• Gas Supply and Energy Risk Management – Responsible for gas forecasting, contracting,
procurement and hedging for gas utility system customers, and for the gas-fired
generation fleet. Also responsible for procuring energy hedges for the electric loadserving obligations. Risks addressed include electric resource supply for the difference
between the forecast electric energy requirements and its electricity-supply resources, and
“basis risk” for power supplies; i.e., the transmission rights between their sources of
electric resources and customer loads.
• Energy Market Operations – Responsible for managing offers and bids into the MISO
markets, managing the electric resource portfolio, managing bulk power transactions in
MISO and PJM markets, and negotiating and executing bilateral purchased power
transactions (see also Section 2 above).
The fourth unit, Fuel and Operations Planning, is relatively new, having formed about 18 months
ago. Its purpose includes forecasting the dispatch of Alliant’s generating plants for the next two
years, for use in fuel and electric supply planning and procurement. The forecast process repeats
monthly and the two-year period rolls forward as the process repeats. Commitments to fuel and
power purchases are then added progressively as time proceeds. (See also Section 1 above)
Commitments also include hedges of fuel and electric energy purchases. Much of the work of
this organization involves organizing and “vetting” the inputs to the rolling forecasts.
Mission and function statements for the organizations have clear, concise and current content.
New goals and objectives apply each year. We found them to be specific and quantified when
possible.
Position descriptions are complete, and appear accurate. Some had not been updated in a few
years, however.

C. Conclusions
1. The Energy Markets organization and staffing are consistent with those of effectively
managed electric supply procurement groups.
The energy supply group is organized in a manner commensurate with the effective planning,
analysis, and procurement of electric capacity and energy. Key managers’ experience levels
compare favorably with those generally found in the industry in similar positions. Staffing levels
are adequate, and individual staff members are generally well qualified.
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The energy operations desks in Madison are managed by competent procurement specialists that
are seasoned and knowledgeable. The Companies have developed all of the prerequisite
capabilities in terms of processes, procedures, software tools and skill sets. Procurement
decisions exhibited clear and complete documentation, and underwent appropriate levels of
management approvals. The documentation of the Standard Operating Procedures was thorough,
and adequate controls existed to detect problems to report such activities. Upper management
review of procurement activities appeared adequate and well documented.
2. The new Energy Markets organization comprises a suitable response to evolution in
MISO markets, and to the positions in those markets.
The recent Energy Markets reorganization essentially formalized a set of working relationships
that had evolved among the affected units over the last two years. The groups brought under the
Energy Markets organization have had relatively little to do with the rest of the Generation
organization, but have increasingly tight coordination with each other. Selecting someone to lead
the organization, and deciding to whom it should report, were the only major changes.
Liberty found the new organization appropriate to IPL’s circumstances. The foundation of the
distribution of functions among the organizational units came from a study of work processes in
power supply conducted by KPMG in 2010. Roles and responsibilities are appropriate, and the
organization appears to be functioning smoothly.
3. Energy Markets personnel are high-caliber and well-qualified.
Liberty examined the qualifications and experience of Energy Markets personnel, and found
them to be impressive. Individuals responsible for making electricity and gas purchase and sale
commitments tend to be highly experienced. Individuals responsible for analysis to support
electric and gas procurement operations tend to have fewer years of experience, but deeper
training in analytical techniques. Each organizational unit tends to have a sound blend of deep
experience in activities for which the unit is responsible, plus younger staff members with up-todate analytical skills.
4. Electric scheduling and MISO bidding operations take place effectively, with state-ofthe art analysis tools and under appropriate approval processes.
Alliant/IPL has well-defined daily and weekly processes and operations for scheduling electric
purchases and for submitting bids and offers into the MISO electric energy market. The electric
operations desks operate effectively and with normal protocols. Risk management procedures
exist to separate the functions and activities of the front and back office operations. The
documentation of the risk management procedures and protocol was appropriate and consistent
with other utility operations and trading groups.
IPL’s procurement operations use effective modeling and analytical tools to plan and measure
the effectiveness of procurement operations. Newer analytical tools such as Bid Evaluator and
P&L Analyzer provide analytical information regarding operations. Their use promotes continual
improvement in the effectiveness of MISO bidding and the resulting operational dispatch.
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The control and management of transactional records is also well managed. The CXL transaction
system is state-of-the-art, and provides appropriate monitoring and tracking capabilities. The
separation of the front, middle, and back office activities is also well established and followed.
5. The controls and documentation for electric and gas procurement are well-structured,
and apply established and enforced policies and procedures and independent oversight.
IPL has a well-designed and properly implemented energy risk-management controls structure.
The ERRC and EMTRC committees are in place for executive and working risk management
review, respectively. Appropriate risk policies, procedures and manuals are in place. Everyday
risk management control falls under the middle office, whose charge is to verify transactions,
perform credit and collateral management, and to enforce risk-management and credit policies
and procedures in place in electric and gas procurement.
The back office risk management operations related to electric and gas procurement resides
within the Treasury group that reports to the VP-Treasurer and the CFO. The back office group
operates with appropriate separation from that of the energy transaction management operations.
This department’s functions include electric and gas invoicing and MISO settlement
management.
Detailed Standard Operating Procedures apply to electric procurement operations and are
available for reference and for auditing. The SOPs document procedures, processes, controls and
limitations for electric procurement processes in one manual. Documentation of these important
processes provides a reference manual for employees, which is especially important if there is
turnover in the department. Detailed guidelines, controls and procedures are documented and
provide a guide for proper auditing by internal auditors.
6. The Internal Audit Department has periodically tested the electric and gas risk
management and control structure, and effective structural changes have resulted.
Internal audits of the electric procurement functions have occurred regularly, and have resulted
in the present well-structured and effective processes from a risk management and control
standpoint. A 2006 project performed in conjunction with KPMG resulted in significant
structural and control improvements; subsequent audits have further refined these crucial
protections.
7. The electric and gas pricing risk management (hedging) programs for IPL are
effectively planned and executed, with well-defined procedures and limits.
The approach to electric and gas hedging is codified in risk plans prepared for and reviewed by
the respective public utility commissions. IPL’s Gas staff reviews the gas program with IUB
Staff annually. The electric hedging program is presented to the commissions as part of the Risk
Plans, also proposed and reviewed on an annual basis. IPL’s Risk Plan was approved by the
Minnesota Public Utilities Commission in late 2011. It has recently been submitted to the IUB.
The hedging plans are well-defined, and have specific target ranges and limits specifying the
levels of hedging for each time period leading up to the resource need.
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IPL effectively manages its hedging program to fill its “open positions” within the high and low
limits designated by the hedging plans. IPL achieves these targets by acquiring hedges over a 24month time horizon to manage its open position within these limits. IPL times the execution of
hedge transactions for each calendar month within the hedge horizon so that the open position
for each calendar month becomes progressively smaller as the period of time until the resource
requirement’s specific calendar month decreases. Actual hedging transactions are well analyzed
and planned through weekly risk meetings among senior power- and gas-trading personnel and
are executed accordingly.
The hedging plans allow for limited flexibility in the timing of the purchase of hedges if market
pricing is determined to be significantly higher or lower than a mechanically-calculated “price
level” that is based on history and forward pricing. Since any such flexibility is mechanically
determined based on static sources and would serve to reduce energy costs, Liberty considers it
to be beneficial and not “speculative.”
8. IPL’s pricing risk management would benefit from the addition of high-level
optimization of hedging levels to meet better defined volatility and price minimization
goals. (Recommendation #1)
Liberty has noted that electric energy hedging for IPL involves gradually reducing the open
position until it is completely reduced, within target limits, and that this approach effectively
results in about 100 percent of the energy requirement eventually being hedged. Liberty has
asked Energy Management personnel if specific goals and metrics for reducing volatility and
minimizing energy costs are in place. Company management advises that generally “reducing
volatility” is the only goal or target for electric hedging.
For gas, company staff has developed target hedge proportions through experience with energy
markets. Those proportions are as follows:
• Winter gas purchases: 10 percent to 50 percent, depending on prices in forward markets
• Summer gas purchases: up to 70 percent, again depending on prices in forward markets
Liberty respects the deliberation that has gone into developing the approach to hedging, and we
commend the efforts to inform their utility regulatory commissions, and to seek their input to the
programs. Industry best practice, however, involves specific hedging goals and metric and some
additional analysis.
Our concern with the IPL hedging approaches is that it has not yet determined through robust
analysis the optimal levels of hedging that are most effective for volatility mitigation and cost
minimization. The determination of such optimal levels would allow the existing hedging
programs to be targeted to meet specific volatility and cost minimization goals and objectives.
Estimating the proper level for hedging presents a classic example of a stochastic problem: it is
affected by several inputs which are themselves uncertain. Electric energy and natural gas prices
are highly volatile inputs to determining hedging levels, for example. Best practice is to represent
the uncertain inputs as probability distributions based on history, then use Monte Carlo
simulations to estimate the distribution of probable outcomes. These techniques are in reasonably
widespread use in the utility industry today for this purpose.
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Liberty notes that we had seen “best practice” optimization analyses performed at other utilities
that used Monte Carlo simulation to determine energy price inputs to an optimization analysis.
The volatility levels and total energy costs are then projected in several scenarios, with various
permutations of the percentage of the open position hedged and the duration of the hedges.
Optimum permutations of the percentage hedged and weighted average duration of the hedges
may then be selected.
As an example, it was suggested that a utility perform a “probabilistic” analysis to determine the
best hedge procedures and levels to minimize volatility and energy costs. The utility completed
probabilistic analysis of various hedging strategies by modeling electric hedge levels of 50
percent to 100 percent over 1, 2 and 3-year hedging periods. The analysis showed the pricing
volatility ranges and the total energy cost for each permutation. The hedging option selected met
the state commission staff’s objective for volatility reduction (note that this was not “maximum
reduction”) and also had the lowest projected energy costs. A level of significantly less than 100
percent hedging was found to provide desired volatility reduction while having a significantly
lower cost, primarily due to less hedging being required.
9. IPL’s gas-supply capacity planning is effective.
IPL’s gas distribution load is declining; therefore a principal capacity-planning problem is to
reduce capacity in ways that preserve supply reliability. IPL is doing a good job of addressing
this problem. It makes capacity adjustments as contracts expire, and explores new capacity
options as they become available. IPL has actively worked with suppliers to fashion options that
give the assurance of supply that it needs, while reducing capacity costs. New pipeline
connections are also studied more or less continuously.
Compliance with IUB rules, administered through peak-day and annual requirements filings,
assure a good fit between the capacity profile and its load duration curves. Decision-support files
are informal, but adequate to support review.
10. IPL’s gas commodity contracting is effective.
IPL’s service territories and distribution system do not allow much in the way of pipeline-topipeline competition; nevertheless, its territories connect to pipeline systems with abundant
supplies and suppliers. IPL takes advantage of that position by contracting with a large number
of suppliers. There exist base gas-supply contracts with 50 counter-parties and the number of
suppliers actually providing supply has increased considerably since it brought its gas-supply
function back in-house in 2009. The current list of suppliers includes 22 of the 30 largest North
American gas marketers, who accounted for approximately 85 percent of gas sold in a recent
summary compiled by a trade publication. As a consequence, the price spread in the supply
offers received is usually less than one-half cent per MMBtu.
There has also been effective use of the abundance of suppliers to reduce capacity costs. It has
accomplished this by experimenting with alternative forms of supply, such as delivered supplies.
Because of location on the way to larger markets, IPL can let suppliers hold the pipeline
capacity, expecting that they can provide adequate reliability due to multiple supply sources and
multiple delivery paths.
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RFPs have a sound design and IPL uses them effectively. Easy to understand and easy to respond
to, the RFP’s allow suppliers to “package” supply offers for multiple products in ways that
provide advantage to IPL’s customers.
11. Marketing of unutilized gas-supply assets is effective.
IPL has realized that its unutilized gas-supply assets have considerable value, and has structured
a secondary-market program that captures a considerable portion of that value for its customers.
Recognizing that sales for resale offer greater value than capacity release, IPL focuses on that
activity. Gas Traders gather market intelligence from on-line trading platforms and directly from
market participants. Purchases and sales extract the maximum margin available by identifying
the highest-value transaction points. IPL’s transaction volumes in secondary markets now run at
levels at least as large as its sales in its primary utility markets.
12. Mission and function statements and position descriptions are complete, but have not
been consistently reviewed and updated. (Recommendation #2)
Liberty reviewed the mission and function statements of the organizational units in the fuels and
energy procurement area, and position descriptions for component personnel. We found those
materials to be complete and consistent with our understandings of how people were organized
and what they did. Some of the position descriptions, however, have not been updated in some
time (some as long ago as 2001).
The reorganization creating the new Energy Markets organization appeared largely to take
existing organizational units and change where they report. As part of the coming together of the
new Energy Markets organization, however, the materials that describe the organization need to
be reviewed, to ensure clarity and to eliminate any ambiguity or confusion about assignments of
responsibility.
13. Procurement policies and procedures are generally consistent with work requirements,
but some commodity-purchasing procedures are not fully developed. (Recommendation
#3)
The adjustment of work processes to the changed operating environment occasioned by the
transition to an independent system operator has been sound. An outside contractor evaluation in
the 2005/06 time frame led to changes in work organization that were probably overdue. Those
changes were accompanied by corporate policy changes that made clear that the organizational
changes were permanent.
Necessary changes in work processes have followed. Work process mapping occurred in 2010,
and was recorded for continuing reference on Company intranet. Standard Operating Procedures
are in place in electric procurement operations and in various stages of development in other
areas, depending on various managers’ need for them to ensure consistency of operations and for
training new staff, for example
Some “subsidiary” procedures, i.e., procedures that are peculiar to particular functions, are not
fully developed, and need some help. For example, commodity gas purchasing takes too long to
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complete, involves too much informal communication with bidders, in Liberty’s view, and
allows bidders to “refresh” their bids. Liberty recommends that this process be tightened up.

D. Recommendations
1. Hire a consultant to perform an optimization analysis to determine hedging levels that
best meet volatility and price minimization goals. (Conclusion #8)
IPL should first determine, in conjunction with the IUB, if a specified level of volatility
reduction for electric and gas volatility is desired, rather than the unspecified volatility reduction
goals that are currently in place. Second, IPL should hire a specialist to perform a “best practice”
optimization analysis that uses Monte Carlo simulation to determine the energy price inputs. The
optimization analysis would include numerous scenarios with various permutations of the
percentage of the open position hedged and the duration of the hedges. Optimum permutations of
the percentage hedged and weighted average duration of the hedges may then be selected.
Given what we understand about IPL’s fuel supplies and electric and gas markets, our sense is
that the outcome of this analysis would fine-tune the proportions of its electric and gas
requirements that will provide the optimum hedges. We recommend the conduct of the analysis,
however, to confirm (or modify) that expectation. Depending on the outcome of the analysis, IPL
may want to adjust how it presents its recommended hedging programs to its public utility
commissions. Liberty recommends that such an analysis be performed and discussed with the
IUB staff to determine if alternative levels of hedging may be more effective for volatility
reduction and energy cost minimization.
2. Update mission and function statements and position descriptions. (Conclusion #12)
Liberty reviewed mission and function statements for the organizational units, and position
descriptions for Energy Markets personnel. All of these materials appeared to be complete and
accurate, but some of the position descriptions had not been updated in some time. We
recommend that, as part of the coming together of the new Energy Markets organization, all of
these materials be reviewed and updated as necessary, to provide clarity and timeliness for all.
3. Have Internal Audit examine gas commodity-procurement procedures from a controls
perspective. (Conclusion #13)
The Companies issue requests for proposals (RFPs) for multiple gas commodity “products” at
the same time: for example, the RFP for 2011-2012 winter firm natural gas supply requested
offers for 1) daily base-load volumes for two time periods (November 1, 2011 – March 31, 2012,
and December 1, 2011 – February 29, 2012), 2) first-of-the-month call options for the same two
time periods, and 3) daily-priced peak supply for the December – February period. The RFP also
informed prospective responders of gas-supply capability and pipeline capacity expected to be
available in the November – March period.
IPL issues such multiple-products RFPs because suppliers often offer more favorable terms on a
combination of products than on each product offered individually. Perhaps as a consequence of
the complexity, however, the Gas Buyer often has to respond to relatively simple questions from
a particular supplier, the answers to which do not seem to warrant notifying the other prospective
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suppliers. Also, IPL requires several days to decide on the awards; therefore, it finds that it must
allow prospective suppliers to “refresh”, i.e., update, offers prior to selection.
Several aspects of this process raise concerns:
1. The prospect of the Gas Buyer talking to prospective suppliers during the pendency of the
RFP without informing all suppliers of what was said
2. The length of time that suppliers are required to keep their offers open
3. Providing opportunities for suppliers to refresh their supply offers.
Liberty understands that soliciting offers for multiple products at the same time has proved
beneficial in the past. Liberty also understands that the markets for commodity are liquid and
deep; therefore, no supplier is going to be able to move an offer by much even if s/he is given an
opportunity to refresh a bid. Nevertheless, we recommend that this process be reviewed carefully
from a controls perspective in the near future.
The review should take place under the control of Internal Audit. The purpose of this approach
would be to allow the Gas Trading & Dispatch group to work with Internal Audit to address the
problems, in order to preserve the benefits of the multiple-products approach if it can be
reconciled with proper solicitation procedures.
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X. Emergency Planning
A. Background
Our examination of emergency planning looked at each of what we consider to be its key
elements:
Strategy & Management
Plans & Procedures
Preventive Measures
Preparation
Restoration
Information Management
Stakeholder Relations
Not so long ago, discussions about emergency planning focused on a smaller list of subjects, not
all of these seven. We observed organizations as recently as five years ago that, from a cultural
perspective, still saw the emergency planning process as comprised simply of “getting the lights
back on.” After major outages revealed shortcomings in organization, planning, preparatory
activities, preventive measures, management and communication of information and
relationships with stakeholders, it became clear that the near-total focus on restoration had to be
replaced with a more holistic view of emergency planning.
The approach to emergency planning has expanded greatly in the industry in recent years.
Disasters, some of previously unthought-of magnitudes, have raised the stakes considerably, and
public service organizations must now prepare for contingencies that may have been dismissed
as too improbable just a few years ago.
Emergency planning now assumes significantly greater formality and structure. Most
governmental emergency responders now use the National Incident Management System
(NIMS). System use continues to grow in the electric industry. Local emergency organizations
have strong inducements to use NIMS, given potential losses of federal funding. The Incident
Command Structure (ICS) comprises a key element of NIMS. ICS has proven itself an effective
approach to emergency management, especially when multiple response organizations have
critical roles.
In assessing emergency planning, Liberty examines a number of critical steps, all of which
characterize a holistic approach. The seven steps above have been somewhat simplified in order
to construct a reasonable framework for this analysis and report. For example, we have combined
Restoration and Support into one topic. We have also grouped the process of improvement and
lessons learned features under Strategy. This structure assures that we capture all of the elements
that define a good emergency planning effort in a way that lends itself to clear expression in this
report.

B. Findings
1. Strategy and Management
This section examines the overall approach taken by a company. Our primary focus was to assess
the level of management commitment to a strong program. Specific considerations include:
• The emergency planning function should be given appropriate corporate priority, as
evidenced by suitable organizational placement, staffing, and budgets.
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The company should have a defined strategy for reliability planning and emergency
management, including stated goals and objectives for the program.
The organization charged with emergency planning should be clearly defined, and have
suitable skills and capabilities.
If the company has so chosen, the approach to emergency preparedness and response
should be consistent with the National Incident Management System (NIMS)
requirements, and should embrace implementation elements of NIMS deemed beneficial
for the utility.
An effective organizational structure should be defined for emergencies.
The emergency organization should provide for liaison with other emergency response
organizations.
A process should exist to collect, shortly after the emergency, insights from employees
on the preparation for and conduct of the response.
The process should include a screening of insights such that beneficial changes can be
identified and an implementation plan prepared.
A management system should track implementation of lessons learned.
a. Permanent Organization and Strategy

Emergency management in the utility industry has become much more sophisticated in recent
years. Some utilities have moved faster than others, but virtually all have capabilities that extend
well beyond past practices.
IPL’s organization for emergency planning and management is decentralized. Capabilities and
needs for emergency planning vary among the organizations. Leadership positions for corporate,
electric, and gas initiatives reside in three different organizations. The electric and gas efforts
focus on restoration in the traditional sense and not on the broader planning challenges. This is
by design; the manager responsible for electric emergency planning is able to spend on average
15 to 20 percent of his time in this area. He also has a subordinate who spends fractional time on
emergency planning.
The Company also locates emergency management capabilities in Corporate Security, which
operates as a unit of Energy Delivery. Management reports that this unit includes “security
professionals who stay attuned to developments in the field of emergency management.” This
organization therefore appears to be the home of those who address the broader challenges of
emergency planning. This organization includes a manager of security, a (vacant) business
continuity position and an IT person. A contractor provides for training and table-top drills.
We consider this approach to represent a well-intended response to the industry’s growing
emergency management needs. It is, nevertheless, difficult to see how such limited capabilities
meet the criterion of professionals attuned to developments in the field of emergency
management. It appears that the emergency planning role, if embedded in the manager of
security, represents a part-time function, as it does in electric operations. This observation does
not intend to diminish anyone’s role or contribution. This organization, as discussed later, has
produced some impressive results, including a business continuity planning process that falls
among the best we have seen.
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The security organization has responsibility for corporate procedures. Its Director chairs the
Crisis Management Team (CMT), which comprises a high level organization commissioned in
serious emergencies requiring a corporate response. The Vice President of ED serves as the
executive sponsor of CMT, committing approximately 15% of his time to the CMT process. The
unit also provides informal training to keep staff current, provides formal training for new
employees, and conducts annual refresher training. An annual emergency drill takes place. Every
department must also conduct an annual table-top drill.
Operating personnel in ED provide the key resources in a typical emergency (one involving
major outages). ED has processes and procedures to meet its responsibilities effectively in
emergencies, which, by definition, involve significant customer outages. In such cases, the
operating people take charge, both at local levels and centrally through the Restoration Event
Organization (REO).
The fundamental questions then become:
• To what extent is the Company keeping up with the industry’s growing needs in
emergency management, whether in the Security or operations organizations?
• How can the Company maintain an effective process, defined by our seven steps, with
such limited resources?
• To what extent is emergency expertise in Security available to help the limited resources
in operations?
We would not characterize Alliant’s emergency management efforts as weak. In fact, when one
considers the limited resources available, the manager seems to be doing an extraordinary job.
Thus, there is no performance issue, but a strategic and organizational issue does appear.
Specifically, the resources being supplied for emergency management do not appear sufficient to
keep pace with the industry’s growing needs.
There is a tendency to evaluate program effectiveness by examining how effective a company
has been in restoration efforts. We have found very few utilities that have not. Cases of
ineffectiveness we have observed have, moreover, tended to come under unusual circumstances.
Generally speaking, even comparatively weak utility performers overall show an ability to “rise
to the occasion” of emergency conditions. We therefore do not think that strong restoration
performance is either unusual or dispositive of the question of whether a sound overall
emergency management program exists.
“Getting the lights back on” will always represent the primary objective, but effective
management must recognize that it is not the only objective. Emergency management does not
come and go in to that narrow window of time when the lights are out. Other tasks, such as
providing sufficient resources for planning and preparation, assuring adequate support systems,
responding to customer needs and coordinating with other emergency organizations, also require
significant attention. Expanding the term “emergency” to more than just electric and gas outages
further expands these other significant challenges.
We did not observe at Alliant that sufficient skills and capabilities have been devoted to meet
fully the needs of a solid, integrated, holistic, programmatic approach to emergency
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management. We consider the developmental work in Security to be sound, but the resources are
not sufficient, and the scope of the group is insufficiently broad. Execution in operations is
excellent, but the resources for planning and preparation are not sufficient. We also observed that
for electric outages, separation between Security and operations resources indicates insufficient
interaction in ways that could mitigate the resource issue. Our interviews with people in
operations on emergency related questions did not evidence that Corporate Security had
developed emergency management skills and was the recognized repository of those skills. We
learned of no role at all for Security on the electrical side. We observed that operations and
Security function as two independent organizations with any interfaces occurring only when an
emergency (or drill) rises to the CMT level. In addition, when REO is activated, Security is
engaged in the process.
b. Emergency Organization
The Company has well defined and organized the structure and content of the organization that it
seeks to employ during electric events. It has been defined to operate under an “incident
commander” (although IPL does not employ that term). The Company also provides for an REO
Core Team to provide governance. The purpose and functions of the REO are formally defined
and clearly stated. This team consists of six key managers, including the REO Manager. The
Company structures the functions reporting to the core team in a fashion similar to FEMA’s
recommended incident command structure. In IPL’s case, this structure includes:
Operational Resources
Supply Chain
DDC West
Account Management
Corporate Communications Call Center Transmission Coordination
Security Services
The Company has identified at least two managers for each of these functions. Support function
listings and assigned personnel also exist. There is an “as needed” link to the CMT.
c. Priority
One way to measure the commitment of management and where a function falls in the hierarchy
of priorities is to examine the funding and resources provided to the responsible organization(s).
We observed above that the corporate function seems to have expanding skills and perhaps an
expanding role. However, the operating organizations are limited to mostly traditional roles,
approaches, and skillsets. Limiting programmatic support as strongly as the Company has (to
less than a quarter of a full time equivalent) does not evidence a high priority.
d. Lessons Learned
There is no way all contingencies can be anticipated and rehearsed. Applying a strong program
for “lessons learned” therefore has particular value. Most utilities have a formal process that
collects lessons learned after an event or drill, and they track implementation efforts. The
collection of lessons learned in electric operations comes from the various participants,
especially after a major event. IPL has such a process. For example, following after the February
2007 ice event, a day-long meeting on lessons learned generated widespread participation,
including a representative from the IUB. An action plan making numerous significant
assignments resulted. The Company updated this plan after the December 2007 ice event. Two
major status updates issued in mid-2008 and mid-2009. Although the status reports were not
frequent, this process appeared effective.
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The flood of 2008 represented a particularly unusual emergency and, as might be expected,
generated a long list of lessons learned. Our interviews revealed that many improvements to the
emergency management process following that flood. Improvement efforts continue. We did not,
however, find any formal tracking of the lessons learned or overall report on whether and how
the Company is now better positioned for this type of emergency. Major event reports to the IUB
do not require (and IPL does not include) “lessons learned.” We did, however, observe reports on
modifications to specific facilities and equipment to improve efforts to address floods in the
future.
Seven managers submitted lessons learned summaries for the July 2011 event. The REO also
issued a summary spreadsheet of resulting actions. Considering the relatively local nature of this
event, such a response seems adequate. We found, however, no record of status reports or other
mechanisms to track and eventually close out lessons learned.
We observed two apparent lessons learned “failures” in the 2011 event. Both cases suggests that
the notion of hand-off’s to trusted local managers without management follow up and oversight
is not sufficient.
First, the Company conducted an extensive lean six sigma study of “war room” requirements
based on the 2007 lessons learned. The 2011 event made clear that some localities did not
implement the results of that study. Management noted that lessons learned must at some point
generate a handoff to local managers who will implement them with varying degrees of
effectiveness. While true, the potential for such variances emphasizes the need for improved
oversight.
Use of an electronic wall board comprised the second 2011 lessons learned issue. The Company
developed this tool response to 2007 lessons learned, but did not employ it as intended. One
office was uncomfortable and unprepared to use it; another underestimated the need for it.

2. Plans and Procedures
Many utility employees perform their normal function in emergencies, but many do not.
Procedures are especially critical for those that do not. Even the most experienced manager will
often take advantage of procedures, checklists and other reminders of what actions are required
during emergency events.
It is important that plans and procedures cover all elements of emergency management, not just
restoration, although that need is most critical during the event. Those other procedures define
the extent of the program and the degree to which an orderly overall process is in place.
Procedures should follow an orderly structure, with a hierarchy that makes the user’s roles,
responsibilities, key activities, and relationships with and to others. Plans should be userfriendly, recognizing that interpreting procedures should not become problematic in emergency
situations.
IPL has an extensive set of emergency procedures. We found their structure and hierarchy more
complicated and difficult to follow than what we have seen at some utilities. Employees can gain
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access to the procedures on IPL’s V-drive which has been migrated to a SharePoint environment.
Two major files define the emergency-procedure structure. One file provides specific zone plans.
The other provides more generic restoration procedures. The two files contain a large number of
folders and sub-folders, which set forth specific procedures.
A key issue in making emergency procedures effective is informing employees where to go for
information. IPL believes that its approach does not create problems in this critical area. There
exists a summary describing the file structure. Employees receive a training presentation,
consisting of a 35-slide deck. We found the approach particularly imposing to an outsider but we
did not hear of any internal complaints. We more commonly observe organized manuals, tailored
to a specific position or group of positions. Such documents make each emergency participant’s
responsibilities readily available in an easy-to-read and understandable form. We appreciate
SharePoint’s advantages in today’s world, but it too requires a structure that supports ease of use
by the appropriate employees.
A positive feature that helps mitigate confusion comes from the “Electric Emergency Preparation
Requirements” checklist. This checklist requires the outage managers for each zone to review
key documents with assigned zone personnel. The documentation includes the 35-slide
presentation, the V-drive “map,” and selected procedures. In addition, each zone’s outage
manager, the zone’s outage restoration plan, and logistics checklist are included.
We found the procedures generally short in length and simple to read. They consist generally of
only a few pages, often in bullet or checklist form.
Corporate Security also maintains procedures, which come in addition to specific restorationrelated plans. The Business Continuity Plans represent a particularly impressive initiative. We
found it superior to most we have seen. The scope of the program, the guidance given in the form
of extensive assumptions, the wide range of contingencies, and the annual review and update
process all represent comparative strengths. We do question, however, how the vacancy in the
business continuity position permits the Company to maintain a “best practices” approach.

3. Preventive Measures
Liberty examined preventative measures in three areas critical to maintaining reliability:
Vegetation Management Worst Circuit Program Protection Schemes Flood-Prone Facilities
a. Vegetation Management
i. Program Overview
IPL operates its electric system along many miles of right-of-way (ROW) and deeded easements.
In order to provide safe and consistent electric service, the utilities must keep these lines clear of
contact with tree branches and limbs. Trimming trees forms an essential part of maintaining a
reliable system for any electric utility. Vegetation Management (VM) programs or Line
Clearance programs refer to a utility’s tree trimming practices and ROW policies.
IPL maintains 17,788 miles of overhead distribution as part of the Line Clearance program in
Iowa. The Company’s Line Clearance plan operates on the basis of an average four-year cycle.
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IPL also uses a performance component to plan treatments. The Line Clearance group evaluates
circuits that have experienced two or more preventable tree outages within the last 12 months to
determine if they require trimming.
The accompanying chart demonstrates that the
level of tree-caused interruptions, not including
major events, has remained relatively flat in the
past five years. Tree-caused interruptions have
averaged 11.9 percent of all interruptions during
this period.
The Manager – Line Clearance manages both the
VM program and the line inspection program.
He is a registered arborist with over 30 years of
experience in the profession. Six in-house employees perform VM work. Iowa has 30 VM
contractor personnel. Ten Wisconsin VM contractor personnel are also available for storm work.
IPL has employed an overall strategy of keeping yearly budgets flat by varying the trim miles.
The Company does not vary budget amounts to accommodate yearly variations in scheduled
miles to be treated. IPL’s VM budget for the past three years has averaged $4.5 million.
ii. Specifications and Trim Cycles
IPL performs species-specific trimming. Trees are trimmed for maximum allowable clearance.
Clearance for fast-growth trees is twelve feet for single-phase lines and fifteen feet for threephase lines. Slow-growth trees with four feet or more clearance are left for the next cycle. IPL
limits overhang removal to hazardous limbs only.
The Company applies herbicides in rural areas only. IPL is now in its second cycle of herbicide
use, and reports that it has begun to see benefits. For three-phase lines, IPL clears and applies
herbicides fifteen feet on each side of the ROW centerline. For single-phase lines, the Company
applies herbicides to ten feet on either side.
IPL designs for a four-year cycle plan. IPL lays out the trim schedules ten years in advance. Iowa
circuits actually vary from a three to five year cycle. The Line Clearance Manager considers treerelated outages in moving the circuits up or back a year (vis-à-vis the four year norm) in the
schedule. A monthly report identifies locations that have experienced at least two preventable
tree-related outages during the year. IPL also does
some mid-cycle trimming on a circuit
prioritization plan.
The accompanying graph shows miles of lines
trimmed for the past five years. IPL has been
meeting the overall goal of a four-year trim cycle,
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iii. Contractor Work Management
IPL’s strategy calls for the use of two separate contractors (splitting the work on about a 60/40
basis) to perform the tree trimming not undertaken by its small, in-house group. IPL uses timeand-materials contracts. The agreements with the two contractors have five-year lengths. Each
expires in mid-2012. The contracts freeze equipment rates across the five years. The contracts
contain adjustors for fuel and union contracts.
Use of two contractors allows IPL to compare the pricing, quality, and productivity. The
contractors estimate the same 50 miles of line, which promotes sound comparisons of costs
between the two. IPL began in 2011 to require the two contractors to provide an estimate of
person hours for all circuits prior to the start of work. IPL measures actual versus estimated
hours and other performance metrics. IPL has made limited use of other pricing bases, bidding
out about 350 miles on a lump sum basis. IPL has not used unit-rate pricing, but has been
examining pilot programs that will test this basis against the current, time-and-materials
approach. IPL is currently working on a line clearance pilot project of six circuits under unitbased pricing.
The contracts contain measures to compensate IPL for post-trim outages. The contracts
guarantee two years free of preventable tree-related outages. The contractors must re-clear the
affected area for free if an unpermitted outage occurs. Five 2010 outages involved this remedy.
The contracts contain no other performance incentives.
Time and materials contracts create their own oversight needs. The focus of the Line Clearance
group in managing the contractors is to make the two contractors as productive as possible. They
align their oversight with five to six contractor crews working in the same area, in order not to
overly dilute their ability to monitor contractor work. The VM contractors stage trucks at the
same location. A separate contractor fuels them at night. The VM contractors also stage the
wood chips. They dump the chips at the staging site. A separate contractor hauls them.
IPL tracks cost and billing at the circuit level, using its line clearance records system. A
Microsoft Access database schedules work and maintains historical records. Contractors estimate
their trim hours each quarter. The Line Clearance Manager approves and compares them to the
actuals. The main monitoring metric is $/mile. The VM contractors report hours weekly.
b. Worst Circuit Program
Review of worst performing circuits at the engineering level is common in the industry.
Engineers look for damaged items that might have been missed by the normal line inspections,
clearance issues, non-standard construction situations and other areas that require the expertise of
an engineer rather than a lineman. The objective of this program is to ensure that low-performing
circuits receive attention and correction.
IPL’s worst performing circuit program has undergone evolution at IPL. IPL has been capturing
data since 2002. A Zone Reliability Team (ZRT) in each Operating Zone has responsibility for
maintaining reliability and correcting pockets of poor performance. The worst performing circuit
list comprises a specific metric reviewed by each zone team. IPL addresses worst performing
circuits specifically in two ways. First, there exists a regulatory-required worst circuit
September 27, 2012
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identification. For the last two years or so, IPL has also used an internal worst circuit
identification process, which uses more refined, or circuit segment, approach.
IPL uses a thorough process for scoring and ranking circuits. The Company ranks all circuits
based on outage durations and frequency to determine the worst circuits in each zone. A circuit’s
ranking derives from the sum of all the duration and frequency points for every customer served
by the circuit. The process calculates points for a customer by using individual reliability
experience during the year. No points result for customers who experience zero or one
interruption in the calendar year. Customers experiencing two or more interruptions produce a
duration point for each interruption (determined by interruption lengths scheduled on a table).
Additionally, point values accrue by customer on the basis of the number of times service was
interrupted due to qualifying outages. The frequency points rise exponentially as the number of
occurrences increases. The scoring excludes major events (e.g., qualifying storms).
Each zone’s ZRT initially determines what worst circuit improvement actions to recommend. If
their size warrants, the ZRT generates a project scope document that goes through the same GAP
and BCR determination process as do other projects. IPL does not earmark specific amounts or
budgets for worst circuit improvement. It also does not apply specific time or quantity goals and
schedules for improving the performance of the worst circuits.
c. Protection Schemes
Engineers should regularly review the protective coordination of the circuit. Aging infrastructure
often requires better protective coordination to mitigate the failure consequences. Protective
coordination review involves a computer study that examines the effects of shorts at various
points on circuits. For each location shorted, the engineer determines the currents that flow in the
substation breaker and the line reclosers. This information permits verification of the interaction
between the substation breaker and the line reclosers, and assessment of needs for additional
fuses and reclosers. Engineers also look for circuit locations where manual switches should be
installed. These manual switches help expedite service restoration in a storm.
Thirteen degreed Distribution Engineers (DE) work from IPL’s zone work centers. They are
electrical engineers and most of them are registered. These Distribution Engineers have
responsibility for long term engineering and planning in their zones. Their job functions include
developing circuit switching plans to support maintenance activities, monitoring reliability,
investigating power quality, performing circuit fault current studies, and analyzing small
distributed generation sites proposed for addition to the system. They work with and support the
local field engineering and system planning personnel. They create the scopes for all of the
projects. They serve as a technical resource for the zone personnel. They also provide occasional
training to the Field Engineers.
The Distribution Engineers conduct feeder studies, and determine the protection schemes for
each circuit. The DEs examine new circuits to determine the protective coordination settings for
the substation breakers, regulators, and reclosers. IPL does not schedule any cyclic protective
coordination reviews. The DE leads the local ZRT (Zone Reliability Team). The teams review
worst performing circuits, multiple outages, and outage trends. They investigate any power
quality issues that arise. Review of the protective coordination scheme consists of an ongoing,
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DE and ZRT process. Reclosers and switches are added or relocated if the outage review
indicates any concerns. DEs may schedule a recloser test (with Substation Asset Care) upon
suspicion that that a recloser may be defective. DEs can also schedule a replacement with
Substation Asset Care if needed.
d. 2008 Flood-Prone Facilities
Liberty examined the impact of the 2008 flood for the purpose of identifying any lessons learned
for emergency and operational planning. Liberty has reviewed how lessons learned have been
applied to operations and emergency planning and the degree to which facilities have been
relocated as a preventive measure.
The 2008 flood produced severe damage to area transmission/distribution systems, building
facilities, and systems used to perform business functions that affected emergency restoration
processes. The floods caused damage to IPL’s Cedar Rapids General Office, Cedar Rapids
Operating Facility (CROP) and limited access to the Distribution Dispatch Center. Floodwaters
damaged ten distribution substations.
To the extent possible, utilities should remove major electrical facilities, such as distribution
substations, that lie in floodplains. The table below shows the status of the ten substations
damaged in the 2008 flood. All ten of these substations will either be replaced or have the ability
to be switched out during a flood. One substation still operates temporarily from a parking lot.
The new River Run substation replaced it in 2012. IPL raised the River Run elevations 2-4 feet
to place them above record flood levels. One side of the substation contains a flood berm in
compliance with City, State, and Federal regulations. The Company installed new substations in
Cedar Rapids’ 500/1000 year flood area, at an elevation above the 2008 record flood level. At
other locations, IPL has been designing flood walls for existing facilities that may need
additional protection.
Substation
CR (Sewage Plant)
Cargill Cornstarch
Cedar
9th Ave
Mercy
Seminole
Palisades Quarry
Police Sub
J Street
Harrison Street

Status
All IPL Assets to be removed by end of 2014-15
Switch out in flood situation; remove controls
All IPL Assets to be removed by end of 2012
All IPL Assets to be removed by end of 2012
Substation decommissioned; load to Downtown Industrial substation
Switch out in flood situation; remove controls
Feeds single customer; remove from service in flood
Substation decommissioned; load to Prairie Creek Industrial substation
Substation decommissioned; load to Prairie Creek Industrial substation
Switch out in flood situation; remove controls

The status of the network system in Cedar Rapids could present a major flood concern. The
existing network system is already submersible. IPL changed the standards for pressure relief
valves on network transformers to provide more durability during fully submersed events. IPL
applies stricter standards for new or revamped services served from the downtown network
system. These standards require new services to have network transformers with secondary
protectors. IPL also will not permit any new primary services (to primary switchgear) or
traditional pad mount transformers.
September 27, 2012
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Facilities such as the Alliant Tower and the CROP center would be cost-prohibitive to relocate
out of the flood zone. Each of these facilities now has a detailed site-specific flood plan. Flood
plans for specific sites identify details for critical factors; e.g., river flood stage effects, activities,
critical functions, and responsibilities.
Responses to lessons learned from the 2008 flood also include specific back-up plans for critical
functions affected by the flood; e.g., IT and distribution dispatching. The Cedar Rapids Flood
Mitigation Plan Outline Summary contains these plans. This document identifies critical business
processes, specific facilities, trigger points/tasks to protect facilities, and assigned responsibilities
to manage flood related tasks. The 2008 flood lessons learned actions and subsequent changes
have provided improvements to flood mitigation planning, facility and support functions. IPL has
also worked with the City of Cedar Rapids to coordinate Cedar Rapids flood mitigation planning
with the City. Alliant Energy has continued use of flood mitigation planning to other area
facilities to improve emergency planning.

4. Preparation
The preparation activities we examined included:
• Emergency assignments
• Training
• Drills
• Predictive models.
A company must pre-define assignments in order to permit adequate training and preparation.
Training requirements for each emergency position should be defined and the compliance with
training requirements should be actively managed. A program of drills should exist in form and
extent sufficient to test key elements of preparedness and to provide the opportunity for
employees to develop and maintain proficiency in emergency matters. Adequate predictive
models should link forecasted weather to expected damages and to required resources.
a. Emergency Assignments
IPL has a well-defined emergency structure that identifies at least two individuals for every key
position. As one moves down the organization, people know their responsibilities, and those
responsibilities tend to become more and more similar to the person’s normal duties.
b. Training
We did not observe a strong structure for training for emergency positions. We were unable to
find good documentation of the training required and whether or not that training occurred. We
learned that there are no formal training requirements except for managers. Annual emergency
restoration training is directed to zone restoration teams with the zone outage manager
responsible to conduct training for the team. Confirmation that training has been completed each
year is confirmed by the REO Outage Manager with the Zone Restoration Team – Outage
Managers. The Company grounds this approach on the fact that most people perform their
regular jobs in an emergency. The REO manager accepts responsibility for assuring that
everyone is up to date on training annually, but it is not clear what specific actions provide that
assurance.
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Training requirements and training materials, at least for field restoration activities, exist on the
SharePoint site. The 35-slide orientation package discussed earlier in this chapter references
these site contents.
Notwithstanding the limited structure for training, Liberty observed no indications that training
was inadequate.
c. Drills
Drills are recognized as a critical part of emergency preparedness. The infrequency of events,
particularly of the unusual variety, makes it impossible to validate procedures on a continuing
basis, but many of the shortcomings can be addressed through effective drills.
Drills come in a wide variety, from full-scale simulations involving many internal and external
organizations to simple table top exercises in which a relatively small organization can run
through its procedures in a “what if” scenario. As should be expected, IPL makes widespread use
of table top exercises and far less use of actual drills. In addition, frequent emergencies, such as
seen in 2007, 2008 and 2010, limit both the need and appetite for full scale drills.
Drills are conducted and supported by the two emergency management organizations we have
discussed; i.e., the restoration organization and Corporate Security. A full scale drill, in
cooperation with ITC-Midwest, was conducted by the restoration team in January 2010. The
preparation, execution and follow up to this drill all appeared to be good. Feedback on the
necessity and value of the drill seemed consistently positive; nevertheless, management is
concerned about the level of effort involved in such drills. The concern is that less expensive and
more extensive exercises might prove more appropriate. Management recognizes that there is no
defined formal requirement for drills, including indications for their scope, magnitude or
frequency, but that such a requirement is probably appropriate.
Corporate Security indicates that a corporate-level drill is conducted annually in addition to the
many table top exercises the group supports. At the corporate level, all departments must go
through a table top exercise at least once per year. The last corporate drill took place in 2011. It
simulated an epic ice storm, and included a fatality and IT problems. It spanned five days.
We discussed earlier the “divide” between restoration management and Corporate Security. IT
manifests itself here as well. We requested information on the last drill. IPL provided data on the
2010 drill, not the 2011 one. IPL understandably interpreted the request as dealing with storm
response and restoration, which in fact defines the 2010 drill. On the other hand, the 2011 drill
was characterized more from a business continuity perspective.
This is not intended as a criticism, but simply as recognition that the two organizations are not
designed for close coordination. Certain elements of emergency management demand an
advanced skill set, and designing drill scenarios and managing complex drills is indeed one of
those skill sets. Closer ties might allow IPL to obtain and maintain such skills on a more efficient
basis.
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d. Predictive Models
The key issue with predictive modeling is a utility’s ability to get a “head start” in an emergency.
This capability is a function of the ability to anticipate the likely level of damage. In the more
sophisticated cases, this requires three important analyses:
•
•
•

A good weather forecast.
The ability to link the weather forecast
to expected damage
The ability to link the expected damage to resource requirements.

The degree of sophistication here can run from simple intuitive judgments by utility managers to
elaborate models constructed for a utility’s particular circumstances. IPL operates at the
“intuitive” end of the spectrum, starting with publically available weather data, and then
applying the experience of its emergency managers.
This is not to say that IPL does not mobilize resources in advance of an emergency, but only that
the Company does not use any formal analytical process for doing so. Every utility, including
IPL, has stories of money spent mobilizing in anticipation of an event that never happened. Such
cases tend to deter managers from making the same “mistake” again. Many utilities therefore
have moved to a more formal process, in order to rationalize the process for making large
commitments in the face of uncertainty.
For a rural, territorially dispersed utility like IPL, it is difficult to pinpoint in advance where the
major problems will occur, regardless of how sophisticated one’s models are. More importantly
for such utilities is the next step in the process (damage pre-assessment), which the next section
of this chapter discusses. It would appear that IPL’s improvement efforts would be better spent
there.

5. Restoration Management
Restoration management processes at the local level comprise a critical component of emergency
planning. The critical functions of crew management and work management, including work
packaging and work schedules, occur at this level. This section of the report focuses on these
restoration management processes at the zone level and regional level in IPL. The criteria we
applied included:
• Work management processes should be in place for all physical restoration work that
facilitates timely and efficient performance by work crews.
• A logical structured process for assigning work crews to where they can be most effective
should exist.
• Work schedules should be set to permit adequate rest periods and safe working
conditions.
• The work management process should contain coordination features to link appropriate
support tasks in order to facilitate crew performance.
• An organization of support services should be in place that facilitates the performance of
restoration work.
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Emergency Planning

a. Process Overview
The next diagram shows the organization for the zone restoration process. The organizational
structures in each zone are the same.
REO Restoration Event
Organization

Regional
Directors

Supply Chain

Corporate
Communications

Account
Management

Transmission
Coordination

Zone Restoration
Managers

Restoration
Management

Field Assessment
and Support

Dispatch and
Data Support

Resource and
Logistics
Coordination

Material
Coordination

Substation
Coordination

Transmission &
Sub-transmission
Coordination

In advance of a coming storm, the DDC (Distribution Dispatch Center) provides the regions with
weather warnings. The warnings could come several days in advance. These warnings cause the
Regional Directors to begin preparations in their zones. A level-event response plan supports the
zones. A level one event affects one region only. A level two event involves more than one
region. Level two events cause the system storm center to open. A level three event impacts both
IPL and WPL.
Each zone has a storm restoration plan, which undergoes review and some form of practice
annually. This plan lists personnel assignments and responsibilities. The Zone Restoration
Manager owns the zone restoration plan. These managers lead zone restoration training and
preparation and event restoration activities. They serve as the point of contact for zone resource
requests.
The first activity of the Zone Restoration Manager is to organize or respond to the event in the
field with resources. The Field Assessment and Support Team conducts a quick field assessment
(termed “damage pre-assessment”) to determine the extent of damage. This assessment defines
the area of the storm and the type of storm. Next come detailed assessments of each circuit and
an identification of all repair items on maps. The team enters the repair items in STORMS, and
generates material lists for Supply Chain and work order packets for the line crews.
The Zone Restoration Team manger all restoration activities at the area/zone level, including
identification and management of crews. They request additional resources from the REO
(system Restoration Event Organization) through their Regional Directors. They also request
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additional engineers and managers to assist with organization and field management as
necessary. The REO schedules conference calls in advance for discussing progress and resource
needs.
b. Major Process Areas
i. Dispatching Functions
A formal handoff from DDC to the zones takes place for the OMS (Outage Management
System) function. Each zone has a war room (storm room) with a dispatching function. The zone
dispatchers comprise local personnel, such as Field Engineers, Distribution Engineers, and
Operations Manageres who have been trained. The zones have one terminal for the OMS entry.
The dispatching function is usually transferred before the switching function. The Zone
Restoration Managers use defined areas of work to further break down the zones, as necessary.
The dispatchers keep outage numbers current in the OMS system as they clear orders. The DDC
can be used to assist when backups occur. ETRs (Estimated Time of Restoration) are normally
entered in OMS. For the 2011 windstorm, ETRs were only generated at a high level. Corporate
Communications used the news media to communicate these times. The Key Account Managers
work with town officials and large managed industrial account customers in communicating
ETRs. A predetermined list of circuit priorities exists for each zone.
SCADA (Substation Control and Data Acquisition) systems form an important part of the
dispatch function. IPL monitors or controls the substation breakers associated with
approximately 42 percent of its customer (meter-count) base. IPL can monitor or control about
32 percent of feeders with SCADA. IPL began a program in 2011 to increase the number. The
Company installed additional SCADA equipment on eighteen feeders covering about 10,000
additional customers. The DDC maintains SCADA control during storms.
IPL has installed MDTs (Mobile Data Terminals) on some, but not all line or service trucks. The
Company uses two types of MDTs. One serves for mapping only. The other type supports twoway communications, and can also clear outages. During storms, the line crews can use the twoway MDTs to clear outages not involving work associated with a work order packet (e.g., refusing a line).
ii. Line Crew Resource Management
IPL does not have a specific process for pre-storm deployment of line crews and other storm
resources for functions such as down wire guards and damage assessors. The REO initiates any
discussions of early deployment of resources, as part of its planning process for an event. IPL has
pre-deployed IPL areas travel crews, contract line crews, and line clearance personnel working
within IPL service territory to targeted areas.
When the local zone management team determines the need for additional resources, the Senior
Manager-Project Management functions as the crew mobilization team lead, and obtains any
internal or external line crew resources. The Manager-Line Clearance manages the on-system
tree crew resources and obtains any external tree crew resources. An internal crew manager, such
as a Construction Manager or Field Engineer, accompanies any off-system or relocated on-
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system crews. Mobilization orders go with the crews when they travel. Crew Mobilization tracks
crews down to the zone level.
Sixteen hour work schedules comprise the norm in a storm. The crews may work beyond sixteen
hours at the start of the storm, but will not work past twenty four hours.
iii. Logistics
IPL serves a geographically dispersed Iowa service area. A storm’s location can therefore have a
large effect on travel time to and from the hotel to the job site. Staging and logistics are handled
locally. Most zones used a local administrative clerk to handle logistics.
The crews normally take breakfast at the hotels in the morning. The crews could choose whether
to eat at the hotel or somewhere else. Their instructions are to be ready for a sixteen hour day.
Logistics uses several different methods for lunches. Logistics will try to arrange lunch meals at
near-by community centers where the crews are working. They also deliver meals in the field to
the job site for the rural crews. Also some crews travel back to towns for lunch.
iv. Materials
The Supply Chain organization provides general material requirements for storms, using internal
personnel. Supply Chain coordinates these requirements with each zone’s Material Coordinator.
Generally, trucks make material deliveries every night to affected line centers as needed. Either
the crew members or their foreman pick up from a line yard any general materials needed. They
get only the material needed for their specific work packet. Poles sometimes get dropped off at
the site at night for some line sections. IPL also stages poles at sites where large numbers are
down, due to events such as cascading pole failures. Zone personnel may also set up material
staging sites for poles only. These sites generally comprise farms where arrangements have been
made in advance.
IPL maintains materials storm-boxes in Cedar Rapids, Marshalltown, and Mason City. These
storm boxes (100 cubic feet) contain common materials used in the initial stages of a storm (e.g.,
fuses, splices, and service connectors). Generally the zones use these boxes for back-up
materials, rather than for normal storm usage.
v. Downed Wire Guards
For storms, all hands are “on deck.” Meter readers serve as downed wire guards. They have
access to kits ready for such use. IPL has in place a plan detailing the responsibilities and
processes for downed wire guards.
vi. Damage Assessment
A Field Assessment Team, consisting of Field Engineers, performs damage assessment
functions. They initially perform the quick field assessments (the damage pre-assessment)
intended to determine the extent of the storm damage. They have access to an on-line calculator
tool (in the form of a Microsoft Excel spreadsheet), for use in calculating resources based on
damages. The team enters damage information (e.g., number of poles, spans of wire, and
transformers down). The Field Assessment Team members enter damage data by circuit. The
rural nature of the zones causes the pre-assessment survey to be a mixture of actual counting and
estimation. The team members also enter the available or estimated number of crew resources.
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The tool then calculates the number of days required to restore service based on the number of
resources, which is variable, to manage length of the outage to customers. The Zone Restoration
Managers generally used this calculation as a check for reasonableness when requesting
resources. No zones reported any problems in securing the crew resource numbers requested of
the system REO.
The Field Assessment Team completes the quick field assessment, and then conducts a detailed
damage assessment. This task requires the Field Engineers to get the detailed information
required to enter a STORMS work request. Securing that information involves field activities
such as staking poles, flagging, and locates. Each circuit affected requires at least one work
request. The goal for completing the detailed damage assessment goal is “ASAP.” The REO
imposes no deadline. The Company considers two days a reasonable norm for completing
detailed damage assessments. Restoration efforts continue as the detailed assessments are being
completed. Work requests are being generated as the field engineers work to complete the
detailed assessments. Crews work on mainline feeder sections while the damage assessment
remains in progress. Tap lines will be opened and repaired later.
The teams identify on maps the repair items resulting from the detailed assessments. They enter
the repair items in STORMS, and generate material lists for Supply Chain and work order
packets for the line crews. All repairs require a work order packet.
Compared to many parts of the U.S., Iowa has experienced severe storms less frequently. Direct
experience in managing severe storms is
therefore limited for the fourteen Zone
Restoration Managers. The accompanying
graph, for example, shows data from the
recent 2011 windstorm. One zone suffered
outages at nearly 100 percent out, while the
other zone outages were relatively low.
This illustrates the widely varying nature of
possible storm damage in the dispersed IPL
service area.
A recurring issue mentioned in Liberty’s
interviews was the propensity, during major storms (such as the 2007 ice storm and excessive
wind events in 2011) for cascading failures of distribution line poles. A cascading pole failure
occurs when a long line of continuous poles has broken off or is lying on the ground. Many
cascading pole failures have reached several miles in length. Cascading pole failures are
generally rare in the industry, and certainly not tolerated. The Maintenance section of the
Electric Operations chapter of this report makes a recommendation for addressing cascading
pole failures.
vii. Tree Crew Resource Management
The Manager–Line Clearance becomes directly involved in coordinating tree resources during
storm restoration work. Resources in each zone estimate the tree resource numbers needed in
their zones. The early VM assessment conducted takes place separately from the damage
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assessment process. The goal is to get tree crews to work sites ahead of the line crews, in order to
promote restoration work productivity and schedule. All trucks have GPS tracking units. Tree
crew resources have generally not proven to be a source of delay for IPL in storm work. IPL also
differs from many other utilities in that it does not find reliance on distant resources necessary
for tree work during storm restoration. The Manager–Line Clearance recalls only two instances
where tree crews came from outside the Alliant system in the past 37 years.
viii.

Storm Lessons Learned Process

After the storm, the REO Outage Manager establishes an event lessons learned that is directed to
the Zone Restoration Outage Managers and restoration support functions. The REO Outage
Manager facilitates the lessons learned information the roll up of the lessons learned process.
Zone Restoration Managers develop and forward their lessons learned to the REO Outage
Manager. The REO Outage Manager established actions from the event lessons learned and this
information is shared with Zone Restoration Managers, Regional Directors, managers for key
support areas and the Vice President for Energy Delivery. The event lessons learned document is
sent to Zone Restoration Outage Managers and regional directors to address assigned actions.
Recent lessons learned from the recent past storms include:
• Use the new electronic status board process
• Request adequate field Engineering resources
• Use MDTs to clear line re-fusing
• Use gas crews for oil spill cleanup to free up line resources
• Book hotel rooms in advance.

6. Information Management
The utility industry has an enviable history of reacting heroically to major outages. Despite this
admirable strength, however, there have been cases where the restoration effort is perceived as a
failure. A disproportionately large number of those perceived failures have occurred from lapses
in the management of information. Errors in the number of customers out, miscommunications
of estimated restoration times (ETRs), or simply failures to pass along information on a timely
basis can occur. When they do, they can cause even the best prepared organizations (in all of the
remaining six emergency planning areas we have examined) to fail public expectations.
The center of the information challenge is a strong outage management system that, among other
functions, allows an integrated view of emergency status and facilitates the prioritization of work
and allocation of resources. This system also comprises the key record-keeping vehicle,
including the causes of outages and their duration.
From a customer’s perspective, the overridingly important piece of information is generally
when they will get their service back. Utilities that have failed to provide timely and reasonable
estimated times of restoration (ETRs) can expect pubic stakeholders to judge them as failing in
the recovery effort, regardless of their actual physical performance.
The outage information process begins with the entry of outage information into the outage
management system. This entry takes place from the customer call center, from the IVR system
or automatically through SCADA. The system continuously looks for a common piece of
equipment as outage reports come in from the field.
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The resource coordinator updates data. The dispatcher on duty in the Distribution Dispatch
Center (DDC) generally serves in this role. Such updates generally rely on verbal reports from
the field. The day shift includes four coordinators; i.e., one for each three or four zones. Two
coordinators serve on the night shift. The Company, in major events, may transfer the resource
coordinator function to a local person. Such transfers are initiated and authorized verbally.
The system includes a model that illustrates all circuits and equipment. The coordinator can open
a switch in the model to recognize an outage as real. All actual switching is also entered into the
model. The resource coordinator assigns a crew to each outage and the system allows the
coordinator to create new crews as available resources expand.
The system serves as the source of all reliability data. IPL has defined outage cause codes in
agreement with the IUB. We note that industry outage data has generally been considered
somewhat suspect, and recent literature seems to support this suspicion.1 Specifically, reported
reliability tends to get worse when the data is collected automatically, supporting the long-held
suspicion that there is an incentive to demonstrate artificially better reliability. IPL does not input
data automatically, but Liberty observed nothing that would suggest that IPL is manipulating
data. If human tendencies are masking real performance, it certainly does not appear to be a
serious concern, nor is it at an unusually high level.
IPL instituted in 2010 a new tool known as the GIS-DMS electronic wall board tool. This
chapter discussed the tool earlier in the context of problems associated with the 2011 wind event.
The new tool combines mapping functions with the outage management system, and supports the
following functions:
• Identification of circuits that are out, based on the DMS outage tool
• Management tools, including following tasks by circuit, prioritizing restoration, assigning
crews/types of tasks, tracking restoration status, crew tracking and interactive maps
providing visual perspective of circuit and crew activities
• Circuit tracking of restoration status
• Crew and crew leader tracking, providing the ability to set up and place resource types to
assigned circuit repair functions.
Again noting the extremely high public importance placed on the estimated time of restoration,
the determination and communication of ETRs becomes all important. IPL’s system links outage
data to the website and also allows customers to access their ETR via IVR.

7. Stakeholder Relations
Three communications paths typically become most important during an emergency: (a) the
corporate communication function interfacing with the media and other public institutions, (b)

1

“An Examination of Temporal Trends in Electricity Reliability Based on Reports from U.S. Electric Utilities,”
Berkeley National Laboratory, January 2012
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the customer call center interfacing with customers, and (c) the emergency management function
interfacing with local governments, emergency responders, and other institutions directly
involved in an emergency situation.
Utilities have generally had essentially total control of their own restoration efforts. This
situation remains true for most utilities, but the recognized need for a centralized coordination of
widespread public emergencies has begun to have an effect. As a result, a local emergency
management organization may have a greater role in determining restoration priorities with the
utility essentially reporting to a locally appointed incident commander. It is incumbent on the
utility to be organized to function effectively in such an environment.
In evaluating this area, Liberty examined the procedures and processes in place in the
responsible organizations. We considered the organizations’ ability to scale up their efforts for
large emergencies. In addition, we examined the quality and quantity of communications with
stakeholders. Finally, the effectiveness of liaison with other emergency organizations or with
affected government agencies was an important element of our review.
a. Public Communications
The REO includes representatives from IPL's corporate communications and key account
management groups. Their participation in the daily REO conference calls serves to give
corporate communications and account management information on restoration efforts. They
then provide information to town/community, local emergency management, and media contacts
(including print, radio and television) in the affected areas.
Two formal procedures guide the communications process. There are no specific training
requirements, but communications personnel participate in drills, including table-tops. The
process appears to function smoothly and those responsible for external communications
evidence no concerns with the degree and accuracy of the information received. They suggest
that a lessons learned process is in place, but there is no evidence of structure or follow up.
b. Customer Communications
Customer interactions are discussed in more detail elsewhere in this report. Here, we observe that
the customer call center believes it is able to accommodate emergencies on what appears to be a
near-routine basis. They indicate no significant negative feedback from customers or the IUB on
emergency performance.
The contact center has a representative on REO, and participates in the three-a-day calls. ETRs
are provided electronically in the outage management system. Customer representatives can see
the ETR for any particular area on selected screens. The contact center has had no concerns with
the flow or accuracy of ETR data.
c. Emergency Interfaces
Discussions with IPL managers indicate that emergency communications with local
organizations are perceived as increasingly important. Key Account Managers (KAMs) work
with the Zone Restoration Teams to coordinate information coming from the teams and the REO
to provide up-to-date restoration status to town/community, local emergency management
contacts and media contacts during the restoration effort. The KAMs have a formal plan to
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provide guidance in this regard. KAMs work directly with local contacts and emergency
management contacts to provide restoration updates and address issues.
Local emergency management agencies will take the lead in many cases to work directly with
communities for coordinating critical activities. Key account managers provide current outage
information, damage details, restoration actions being taken and updated restoration timelines
based on the projected completion of work. IPL is taking specific actions to improve and
enhance the communications process at this local level.
IPL has chosen to not implement any of the National Incident Management System (NIMS)
protocols or processes. On the other hand, federal, state, county and local emergency
organizations have essentially been required to adopt NIMS. To the extent that IPL is largely
able to attend to its own affairs during an emergency, or for short-lived emergencies not
requiring a great deal of coordination with others, the IPL approach should be adequate.
This does not mean that there are not some benefits to be had through at least some level of
awareness of NIMS. Training in the basics is both quick and free. The basic concepts make sense
for any organization. Standards are provided for an area where none now exist in the utility
industry. There are also obvious benefits in understanding the system with which one’s
counterparts work.
IPL’s emergency organizations are generally not familiar with NIMS. The restoration
organization believes (correctly) that the emergency structure at IPL mimics the NIMS incident
command structure, although not by design. Corporate security indicates no use of any NIMS
concepts.

C. Conclusions
Strategy and Management
1. Corporate Security appears to have developed new capabilities and skills and an
expanding role in emergency management, but it is not clear that staffing is satisfactory
to keep up with industry trends and the growing priority of emergency management.
(Recommendation #1)
Emergency management has become a growing science and utilities have been developing new
skills to keep up with the science. Alliant appears to be growing its capabilities as well via its
Corporate Security function. However, the Company has limited resources to a person in IT and
a training consultant. It is difficult to see how this level of resources can meet new demands and
expectations. A manager of security is also available, but presumably on a part-time basis.
Finally, the business continuity position remains vacant. The capabilities need to exist
somewhere. If Corporate Security is taking on those responsibilities, it should be given the
resources to do so.
Optimum resource levels will differ among utilities, and IPL’s needs are probably less than those
of many larger utilities. It is perhaps more important to focus on skills and expertise, with the
assumption that emergency planning skills are increasingly specialized and IPL, as well as all
public service organizations, must keep up with the state-of-the-art. IPL needs a more focused
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overall approach, either in Security or Distribution Operations or both. The needs include
resources with the background and commitment to develop with the industry.
2. Distribution operations does not have the resources required to support a strong
programmatic, holistic, and integrated approach to emergency management.
(Recommendation #2)
Emergency management has become a growing priority for utilities. We do not believe that the
resources for management and oversight in electric operations are sufficient. The lead role in
operations represents less than a quarter of a full-time equivalent. We do not see how the level of
resources applied can meet the challenges and the increasing elements of emergency planning
and response fully. The situation tends to reinforce the more traditional strong focus on
restoration at the expense of the other elements of a modern emergency plan. The REO and other
operations personnel, however, have worked very well in the face of these resource limitations.
Discussions with management suggested that the required more holistic approach to emergency
planning is provided by Corporate Security. We found two problems with this view. First, as
discussed above in Conclusion #1, the full level of capability in terms of number of resources
and skills do not appear present in Corporate Security. Second, even if they were present, we did
not observe the level of interaction between the two groups that would be required to make such
a cross reliance effective.
3. An active lessons learned process exists, but follow up and oversight of its results are
not strong. (Recommendation #3)
Examinations of the 2007 events produced a sound list of improvements and some degree of
formal follow up, albeit infrequent. We did not observe such follow up in subsequent
emergencies. We also observed two specific failures related to the program in the 2011 event.
We believe that the resource limitations we have discussed undercut the ability to sustain a
strong level of oversight in areas including lessons learned.
Lessons learned form a critical part of any program and the apparent shortcomings here in recent
years are problematic. Organizations may apply varying levels of commitment to such
improvements; however, it is rare to see specific lessons identified and then not heeded in the
next emergency. This happened twice at IPL. These failures and the lack of a meaningful lessons
learned follow up program other than the 2007 initiatives, evidence a need for improvement.
We believe that the resource limitations we have discussed earlier contribute to this issue in that
they undercut the ability to sustain a strong level of oversight in areas including lessons learned.
4. The Restoration Event Organization (REO) structure conforms to practices widely used
in the utility industry and in other emergency management organizations.
The emergency organization has both the structure and content that is considered best for most
utilities.
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Plans and Procedures
5. The business continuity plans are superior to what we generally see and contain many
features that can be considered “best practices.”
The number of facilities covered and the maintenance of this process represents a substantial
commitment and obviously demonstrates that the Company sees this as a critical priority.
6. IPL’s emergency planning procedures are effective; the short, simple, and user-friendly
form of IPL’s procedures enhances their effectiveness.
Complexity, especially under emergency conditions, serves no one. IPL’s attempt to keep things
brief and focused represents a strength. IPL’s hierarchy of procedures is complex and requires
knowledge of “where to look” on the V-drive, but the associated training and guidance seems to
mitigate that complexity. We did observe that the procedures were not more finely organized for
specific individuals and groups. Our preference would be to see such granularity, but we did not
find that to present any observable problem within IPL. We therefore did not conclude that any
change is required.
Preventive Measures
7. An effective vegetation management program is in place.
IPL’s Iowa service area has low tree density. Tree resource needs are low. IPL actively manages
the VM program down to the level of the crews performing work. The program strategy has been
able to focus on improving crew productivity. The overall levels of tree-caused outages are
consistent on an annual basis, and are at acceptable levels.
8. IPL identifies worst circuit needs, but has yet to establish a formal improvement
program. (Recommendation #4)
IPL uses effective processes for identifying worst circuits. The Company uses an exponential
system for ranking circuits based on individual customer outage durations and frequency. The
Zone Reliability Teams use the circuit rankings to identify appropriate actions. IPL’s approach to
worst circuits becomes informal at this point. The Company does not use a structured approach
to budgeting for improvements or monitoring and follow-up.
9. Operating policies and protection schemes undergo regular and appropriate review.
Distribution Engineers have responsibility for designing the circuit protective coordination and
for recommending any sectionalizing switches needed for operations. Outages in each zone
undergo regular review with the Zone Reliability Teams, led by a Distribution Engineer. This
process allows for reviews of any outages where the protective coordination scheme did not
function as designed on an ongoing basis.
10. Appropriate evaluation of and mitigation measures to address facilities in flood-prone
areas exists.
IPL has implemented appropriate mitigation measures for flood-prone areas. Substations
damaged in the flooding have been relocated out of the flood zone to the extent practical. Sitespecific plans and back-up plans have been put in place for facilities which cannot be relocated.
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Preparation
11. Pre-assignment of personnel is appropriate and the training of those personnel is
adequate.
While the system would likely benefit from a more structured training matrix, it nonetheless
appears that employees’ needs for training are being met.
12. Drills are regularly conducted and appear to be effective, although there is no defined
frequency or scope for restoration drills. (Recommendation #5)
The restoration organization is undecided on the future of its drill program, but recognizes the
need to define requirements. Liberty recognizes that the sense of urgency is not there because of
the many real emergencies in recent years; nevertheless, drills are critical to long term
preparedness and success, and a well-defined program is necessary.
There is some question on the level of commitment to drills, particularly in operations. Further,
as we have seen above, lessons learned do not appear to find their way back into the restoration
program effectively. In reviewing past lessons learned from drills, we found the focus to be more
on how drills are carried out as opposed to what messages those drills send for better
preparedness.
13. There is limited coordination in drill planning and execution between those responsible
for restoration management and those responsible for corporate efforts.
(Recommendation #6)
Drill design and execution is a complex challenge and the skills required are specialized. It is
generally neither efficient nor necessary to duplicate such skills in the organization. In addition,
the limited coordination between organizations indicates that the full benefits of drills are not
being realized.
14. Formal predictive tools and processes are lacking but it is far from clear that IPL
would gain from a more sophisticated approach.
The effectiveness of more sophisticated tools in IPL’s environment would be in question,
suggesting that investments in this area would be hard to justify.
Restoration Management
15. Work management processes appropriately facilitate timely and effective restoration
work.
IPL has the basic work management processes in place for effective restoration work. The
Company has clearly defined and separated work responsibilities appropriately. These processes
include restoration management, downed wire guards, damage assessment, data management,
dispatch, and logistics. Work management and planning in the zones takes place at the crew
level. Adequate resources exist for the oversight of the work. The Company assigns crew
coordinators to all non-local line crews.
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16. The damage pre-assessment process could be improved to add more value.
(Recommendation #7)
IPL makes the damage pre-assessment process available as a tool for use at the zone level. The
use of this tool is informal and at the discretion of the Zone Restoration Manager. Data gathered
from this process combines actual counts and estimates. IPL uses the resulting information
largely at the zone level. Industry best practice is to use the damage pre-assessment process in a
more formal manner, and to roll-up the data for use in resource planning on a more centralized
basis.
17. A structured and appropriate process exists for assigning crews where they can be most
effective.
Crew Mobilization tracks on- and off-system crews down to the zone level. At the zone level, a
work order packet process manages crew assignment and control. Lags can occur in getting work
order packets distributed during the initial stages of the storm; however, the process provides
good structure and control.
The tree crew resources are centrally controlled and independently assigned to job sites by Line
Clearance. The crews also have GPS tracking capabilities on the trucks to facilitate assignments.
18. The Company sets appropriate work schedules to permit adequate rest periods and safe
working conditions.
Sixteen hour work schedules are normal in a storm. The crews may work beyond sixteen hours at
the start of the storm, but will not work past twenty four hours. The work schedules of non-local
crews are controlled by the logistical arrangements.
19. Damage assessment and logistics support are generally effective, but could become
bottlenecks in major storms. (Recommendation # 8 and #9)
The material support process represents an IPL strength. Material yards are set up as directed.
We found no reports of concerns in this area. Poles are drop-shipped to large work sites. Pole
staging areas are also set up in remote locations.
Damage assessment is primarily performed by Field Engineers. The process does not operate
under central control. It functions well for most storms. The process as designed, however, could
produce bottlenecks in severe storms.
Administrative personnel commonly perform logistical functions (food and lodging) in each
zone. Local knowledge of available facilities is critical to effective logistics support. Severe
storms can require far more involved logistical arrangements, such as busing arrangements for
crews from hotels to work centers, remote lunch site arrangements, increased lodging needs, and
meal deliveries for rural crews. In severe storms, the local logistics coordinator will need
additional support.
Information Management
20. IPL’s outage management and related systems appear suitable for its needs.
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The outage management system seems efficient, effective, and suitably flexible to meet the dayto-day needs and major event needs. The electronic wall board tool represents a valuable
addition, once all field personnel understand and accept its added value.
21. The process for determining and communicating ETRs functions well.
Liberty did not receive any negative feedback on the ETR process. We found this to be unusual,
because it is a point of contention in many utilities. Communications specialists want to say too
much and restoration managers want to say too little. Restoration managers usually prefer supercautious estimates. IPL managers readily admit the desire to be cautious, but did not find the
ETR contentions that we have seen elsewhere.
Stakeholder Relations
22. Communications with stakeholders, including media, customers and local and
emergency agencies, during emergencies appear to be good.
Most communications processes are covered by formal procedures. The communications people
are active REO participants. There is no indication of the common communications issues that
often flare up in emergencies. There does not appear to be any substantive negative feedback
from those to whom the communications are directed.
23. IPL does not employ any of the protocols, processes or concepts embodied in the
National Incident Management System (NIMS). (Recommendation #10)
Neither the restoration organization nor Corporate Security has evidenced any interest in NIMS.
This lack of engagement represents a lost opportunity to test Company activities against an
important benchmark and to remain current with developments that may in the future affect how
the Company will need to interact with public authorities in emergencies.
NIMS is probably the most effective current source of best practices and industry standards for
emergency coordination and management. It is mandatory for most governmental organizations,
at least those seeking federal funding. We do not believe that utilities should necessarily make a
full commitment to NIMS principles; however, it is not appropriate that this important source of
knowledge go fully unused.

D. Recommendations
Strategy and Management
1. More clearly define the functions and expectations with respect to the programmatic
and oversight roles in emergency management and identify and provide resources
consistent with that role. (Conclusion #1)
Liberty belatedly learned that Corporate Security is envisioned to have a broad, programmatic
role in emergency management. We agree that such a role must be located somewhere in the
Company. It is not clear, however, what Security’s emergency role is. Further, the staffing in
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place does not seem to suggest that the broad “professional emergency management” role is
supportable. 2
We recommend that Alliant start with a definition of its vision for emergency management and
lay out the resource requirements to support that vision, unencumbered by budgetary limitations.
To the extent such plans are too expensive, conscious decisions can be made on where and how
to economize. The current approach seems to be managing in the other direction; i.e., what can
be done for the money, not what should be done.
We are concerned about whether the vision for emergency management has consensus backing,
or perhaps understanding, within the organization. In describing a requisite vision to meet
today’s needs, we support a professional and a scientific approach that recognizes the new skills
and capabilities needed for this part of the business. This suggests dedicated resources whose
career plans lie in this specialized area. It would discourage part-time management or people
forced to learn on an “as you go” basis. The vision establishes how the organization views the
challenge, and considerable refinement and organizational buy-in is required before IPL can
advance much further.
2. Increase the resources assigned for emergency planning and oversight in electric
operations. (Conclusion #2)
A part-time manager (in this case 15 to 20 percent of one individual’s time) is not sufficient for
IPL’s electric operations emergency management function. One can debate whether the needs
require more than a full-time position or even more, but the need for some increase is evident.
IPL may have decided that the “science” belongs in Corporate Security. Locating it there still
requires an adequate level of resources in operations. Under any set of assumptions, operations is
responsible for restoration, and a less than “state of the art” approach should not be considered
acceptable. This is not intended to denigrate operations; to the contrary, they have done a good
job with limited resources. The effort can be considerably improved, however, with added
resources as well as enhanced support from Corporate Security.
3. Provide for enhanced management of follow-up to lessons learned, including more
frequent (perhaps quarterly) reporting of status of commitments. (Conclusion #3)
The problems discussed above with respect to the lessons-learned process comprise an example
of programmatic issues that we believe have been affected by resource limitations. Emergency
planning is not a function that most managers see as a day-to-day duty. Spending time on lessons
learned is not likely to be among their priorities. It is therefore essential to have a structured form
of oversight that assures proper priority is given to these improvements.

2

This skepticism seems appropriate in that the Company later advised that Security’s role is limited to “business
continuity”. This of course emphasizes further the need for clarity on where, if anyplace, programmatic
responsibilities for emergency planning lie.
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IPL’s track record in this regard has not been good in recent years. The 2011 event featured two
examples of problems that would have been avoided if prior lessons learned had been properly
implemented. This indicates room for improvement in the lessons learned program.
Preventive Measures
4. Implement a more formal worst circuit program. (Conclusion #8)
After worst circuits are identified, performance improvements should be tracked by monitoring
and follow-up. Improvement projects now have to compete with other projects through the GAP
analysis process. A separate improvement budget should be established to allow worst circuit
GAP analysis projects to compete against only each other for funding.
IPL has recognized this need, and is in the process of establishing a more formal worst circuits
program. IPL intends to develop in 2012 a more consistent process to track the actions
(maintenance or capital) to be taken on those worst performers and the timelines for work
completion.
Preparation
5. Establish a structure for drills, including their objectives and frequency. (Conclusion
#12)
There should be a commitment to an effective drill program and that commitment should be
reflected in a formal plan. If actual emergencies preclude the necessity for a full scale drill, the
drill can always be cancelled.
Liberty encourages utilities to include outside agencies in full scale drills. This is a highly
effective way to understand the needs of others, communicate IPL’s challenges and garner the
support and cooperation of the community in a subsequent emergency.
6. Share the expertise in drill design and management between the organizations
responsible for emergency management. (Conclusion #13)
If we accept emergency management as an increasingly important science, then the need for a
high set of skills is obvious. It does not seem appropriate, however, to duplicate these skills in
multiple organizations.
Restoration Management
7. Improve the damage pre-assessment process for use in strategic resource planning.
(Conclusion #16)
Best practice in the industry is to use a sampling method in the damage pre-assessment process
to calculate resource needs. This data is gathered in a defined timeframe and rolled up in a
consistent manner for corporate planning. For severe storms, this process would provide strategic
data early on to facilitate better restoration planning.
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The rural and dispersed IPL service area would not allow a formal sampling process for an entire
area in a timely manner. A combination method would be more feasible. Urban areas could be
formally sampled. Rural areas could continue to be a combination of counting and estimating.
Also, cascading pole failure locations in the rural areas would skew the results of any sampling
program.
8. Implement centralized field engineering (damage assessment) support. (Conclusion #19)
IPL now has damage assessment support needs being channeled through the fourteen Zone
Restoration Managers and four Regional Directors. An industry best practice is a management
process for the damage assessment resources. This process is better able to control the support
response directly.
A central coordinator is better positioned to know all available personnel and to dig deeper and
faster for additional resources in severe storms. A central coordinator responsible for the process
is able to provide better training, planning, best practices, and execution. Some other advantages
of a central coordinator are:
•
•
•
•
•
•

One central coordinator becomes better experienced in damage assessment support in
severe storms than each individual Zone Restoration Manager.
Central coordinator review of each zones damage assessment plan provides more
consistency.
Shortens system storm conference calls by taking the damage assessment process
coordination into its own side loop.
Allows the REO and Regional Directors to better focus on restoration management.
Central coordinator provides for better implementation of new damage assessment
technology.
An improved damage pre-assessment process as described in Recommendation #1 would
be difficult to implement without a central coordination process.

9. Implement centralized logistical support. (Conclusion #19)
IPL now has logistical support needs being channeled through the fourteen Zone Restoration
Managers and four Regional Directors. An industry best practice is a central management
process for logistical resources. This process is better able to control the support response
directly.
The same advantages of a central coordinator listed in the above damage assessment
recommendation are also applicable to this area. Due to the local nature of logistics in the rural
areas, the need for central coordination in logistics is not as great as the need in the damage
assessment area. Liberty feels a central coordinator would add value by providing a direct
management focus in this area.
A central coordinator is better positioned to know all available personnel and to dig deeper and
faster for additional resources in severe storms. A central coordinator responsible for the process
is able to provide better training, planning, best practices, and execution.
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Stakeholder Relations
10. Become familiar with NIMS and determine which features, if any, can benefit IPL’s
emergency management program. (Conclusion #23)
NIMS has filled a major national void by providing improved response processes as well as
vehicles for coordination among the many organizations that become involved in an emergency
event. Its protocols are not mandatory (unless one seeks federal funding) and few utilities have
made a full commitment. For most utilities, such a commitment is neither necessary nor
appropriate. However, this does not mean that there is nothing to be learned. NIMS offers the
first set of workable standards, and therefore represents a significant advance in the field of
emergency management. IPL emergency leadership would likely benefit by taking the very brief
amount of time necessary to be certified in the basics, and then deciding which, if any, features
can be helpful to IPL.
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XI. Affiliate Transactions
A. Background
Interstate Power and Light Company (IPL) is a wholly owned subsidiary of Alliant Energy
Corporation (Alliant Energy, AEC, or the Company). The chart below shows AEC’s principal
direct subsidiaries. AEC has one other wholly owned utility, Wisconsin Power and Light
Company (WPL), which distributes electric and gas services to customers in Wisconsin. AEC
also owns a service company, Alliant Energy Corporate Services, Inc. (AECS, or the service
company). AEC’s other principal direct subsidiary is Alliant Energy Resources, LLC (AER),
which is a holding company for AEC’s non-utility businesses. As of June 30, 2011, Alliant
Energy also had minority ownership in two small enterprises: Dane County Development
Company, Inc. (8.55% ownership) and Distribution Vision 2010 (15.04% ownership). IPL has
100 percent ownership of IPL SPE (“special purpose entity”) LLC, which in turn has 100 percent
ownership of Alliant Energy SPE LLC. The Company established these entities for the purpose
of selling receivables to third parties.
Alliant Energy Corporate Structure
Alliant Energy
Corporation
(AEC)
Interstate Power
and Light
Company (IPL)

Wisconsin Power
and Light
Company (WPL)

Alliant Energy
Corporate Services
(AECS)

Alliant Energy
Resources
(AER)

The following chart provides some financial measures of these subsidiaries as of December 31,
2011. The Alliant Energy (Total) numbers do not equal the sum of those for IPL, WPL, AECS,
and AER because the Alliant Energy (Total) includes contributions from the parent and
eliminations in the consolidation to Alliant Energy.
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Year End 2011 Financial Measures (in Thousands of Dollars)
IPL

Operating
Revenues
Earnings Before
Interest and
Taxes
Property, Plant,
and Equipment

WPL

1,740,090 1,434,456
214,180

AECS

282,663

325,301

922

3,676,121 3,021,551

73,859

AER

Alliant
Energy
(Total)

496,799 3,666,385
(11,812)

532,658

234,926 7,037,140

The most significant non-utility businesses within AER during the period reviewed in this audit
were:
• RMT, Inc. (RMT), an engineering, procurement, and construction firm, specializing in
clean energy design and construction. During most of the period of this audit, RMT also
had an Environmental Business Unit (EBU), which provided environmental consulting,
development, engineering, and construction services involving remediation, restoration,
health and safety management, air pollution control, and solid waste management. RMT
sold its EBU to TRC Companies, Inc., in June 2011.
• Alliant Energy Transportation, Inc. (AET), a holding company for various transportation
industry subsidiaries principally engaged in the transport of fossil fuel. The largest of
these are:
o Cedar Rapids and Iowa Railway Company (CRANDIC), a short-line freight
railroad serving four counties in east central Iowa
o IEI Barge Services, Inc. (IEI Barge), which provides barge terminal and hauling
service on the Mississippi River
o Williams Bulk Transfer Inc., which provides coal and bulk material transloading
and storage through a coal terminal located in Williams, Iowa.
• Alliant Energy Investments, Inc., a holding company that manages such businesses as
commercial real estate ventures and tax credit housing initiatives. Its largest subsidiary is
Iowa Land and Building Company (IL&B), a real estate holding company, which owns
or leases and operates aircraft that Company employees use for shuttle service between
corporate locations.
• Industrial Energy Applications, Inc., which provided facilities-based energy services for
customers, including standby generation, cogeneration, and steam production. AER sold
its interest in Industrial Energy Applications, Inc. in March 2011.
• Heartland Energy Group, Inc., a holding company for non-regulated wind generation and
gas services businesses, the largest of whose subsidiaries are:
o Industrial Energy Applications Delaware, Inc., a limited partner in a gas gathering
and pipeline system
o Franklin County Wind LLC, which owns a proposed non-regulated 100-megawatt
wind farm in Iowa. Franklin County Wind was formed in June 2011
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o Alliant Energy Generation, Inc., a holding company for one of AER’s domestic
non-regulated generating assets, principally Sheboygan Power, LLC, which owns
a generating plant in Sheboygan Falls, WI, which is leased to WPL.
• Alliant Energy International, Inc., which is the holding company for Alliant Energy’s
international investments. During the period of this audit, Alliant Energy International
had no operating revenues, because the international assets had been sold off.
The following chart shows some financial measures for the largest of the non-utility subsidiaries
listed above as of December 31, 2011.
Year End 2011 Non-Utility Financial Measures (in Thousands of Dollars)
RMT
Operating
Revenues
Earnings Before
Interest and
Taxes
Property, Plant,
and Equipment

Williams
Bulk
Transfer

Iowa Land &
Building

Franklin
County
Wind

Industrial
Alliant
Energy
Energy
Applications Generation

CRANDIC

IEI Barge

443,934

32,569

3,763

10,218

4,830

0

1,059

360

(34,943)

16,661

590

4,174

1,922

(110)

667

132

3,847

45,995

8,248

4,368

14,964

155,621

0

961

These various legal entities comprise distinct subsidiaries of Alliant Energy, but the corporation
operates under a highly integrated structure, which complicates accounting for the financial
transactions so as to maintain the integrity of each legal entity. Most Alliant Energy management
employees are employees of the service company, AECS. The utilities employ a significant
majority of the bargaining unit employees. AECS uses a matrix management structure, organized
around general support functions and the management of operations that cross both utilities and
the non-utility subsidiaries. As a result, a relatively small percentage of the management
employees support a single utility or other legal entity. A reorganization at the end of 2011,
which moved to IPL and WPL those AECS employees whose work is almost exclusively for a
single utility, has modified this structure somewhat. However, the basic integrated structure
largely remains. For example, the Senior Vice President of Energy Resource Development for
Alliant Energy also functions as the IPL President.
How well Alliant Energy manages affiliate transactions in a manner that protects the interests of
IPL’s customers forms the subject of this chapter. In conducting its assessment, Liberty reviewed
and examined:
• The relationships and transaction paths among the affiliate service providers and
beneficiaries
• The service agreements among the affiliates and the nature of the shared services
functions
• Cost assignment methods and procedures
• Inter-affiliate services billing
• Employee time and expense reporting.
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Liberty also conducted a detailed review of a selected sample of individual affiliate transactions
(the “transaction test”) to verify that actual implementation of affiliate transaction policies and
procedures conformed to policies, procedures, controls, and public requirements and
expectations.

B. Findings
1. Affiliate Relationships
Liberty reviewed financial transactions between IPL and its affiliates during 2009, 2010, and
2011, including supplementary information from the first quarter of 2012. The following tables
display the annual 2009, 2010, and 2011 costs charged between IPL and its affiliates, in cases
where they amounted to more than $1,000 annually. In these and other tables in this chapter the
quantities do not always sum precisely to the totals due to rounding. The next table shows that
AECS’s charges comprise most of the charges billed to IPL from affiliates.
Charges Billed from Affiliates to IPL (thousands of dollars)
Affiliate
2009
2010
2011
Total
AECS
153,408
169,912
152,966
476,286
CRANDIC
613
1,559
1,535
3,707
IEI Barge Services
1,183
730
730
2,644
Iowa Land and Building
42
32
44
117
RMT
40,342
7,171
26
47,539
Total
195,588
179,404
155,300
530,292
AECS provides services directly to IPL and the other Alliant Energy companies. It also acts as a
conduit for some cross-charging of services among the other affiliates. That is, some services
that the operating affiliates provide to IPL and that IPL provides to other affiliates are settled
through AECS rather than charged directly between a pair of affiliates. Some of these charges
are directly assigned to the affiliates by AECS and some are allocated to multiple affiliates.
The chart below provides annual amounts directly charged in this manner to IPL through AECS.
The majority of these costs are from WPL to IPL, such as those for emergency maintenance
work by WPL on behalf of IPL and transactions related to co-owned generating facilities.
Liberty did not receive from the Company data to quantify the amounts allocated to IPL from
other affiliates through AECS. Nevertheless, the origin of most of these costs is likely to be
WPL. The Company provided data showing that the amounts allocated from WPL to IPL and
various other affiliates in 2009, 2010, and 2011 were $522, $146, and $311 thousand,
respectively, totaling $978 thousand.
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Costs Directly Assigned from Affiliates to IPL through AECS (thousands of dollars)
Affiliate
2009
2010
2011
Total
Directly Assigned from:
Alliant Energy Resources
6
1
0
8
Alliant Energy International
49
0
0
49
Alliant Energy Generation
6
2
0
8
WPL
4,796
2,688
3,206
10,689
Allocated from Mulitple Affiliates
531
699
514
1,744
Total
5,388
3,390
3,720
12,498
Charges also flow from IPL to some of its affiliates. The next chart summarizes them.
Charges from IPL to Affiliates (thousands of dollars)
Affiliate
2009
2010
2011
AEC (Parent)
81
111
1,647
Alliant Energy SPE
0
79
4
Alliant Energy Resources
315
18
65
CRANDIC
3
0
55
AECS
166,607
174,860
36,908
Industrial Energy Applications
117
117
19
Williams Bulk Transfer
0
1,305
0
Alliant Energy Transportation
0
0
13
Franklin County Wind
0
0
115,321
Total
167,123
176,490
154,032

Total
1,839
84
399
59
378,375
253
1,305
13
115,321
497,645

The large charge from IPL to Franklin County Wind in 2011 resulted from a transfer of assets in
June 2011. The charge to Williams Bulk Transfer in 2010 was for a sale of coal. Some of the
other charges result from reclassifications to correct recording errors.
A small portion of the large charges from IPL to AECS represent costs of services that IPL
provides to AECS. Facilities charges comprise the most significant of these costs. Among those,
rental charges for the use of the Cedar Rapids office building represent the principal source.
Some charges cover costs that IPL provides other affiliates, but whose costs flow through AECS.
Most, however, represent pass-through charges or convenience payments; that is, the net of
various payables and receivables processed through AECS on behalf of IPL. The AECS Utility
Accounting group performed an analysis of the charges from IPL to AECS during the period
from January 1, 2009 through August 31, 2011. This analysis revealed the following
categorization of the charges:
• 69%: Federal and state tax transactions (net credits)
• 15%: Defined benefit plans
• 10%: Various pass-through receipts and payments (e.g., gas settlements)
• 6%: Billing for facilities.
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Focusing only on the facility charges from IPL to AECS provides a better picture of the real
costs flowing from IPL to its affiliates, as the next table summarizes.
Costs Charged from IPL Excluding Pass-Through Costs (thousands of dollars)
Affiliate
2009
2010
2011
Total
AEC (Parent)
81
111
1,647
1,839
Alliant Energy SPE
0
79
4
84
Alliant Energy Resources
315
18
65
399
CRANDIC
3
0
55
59
AECS (facility charges only)
8,292
9,289
9,143
26,724
Industrial Energy Applications
117
117
19
253
Williams Bulk Transfer
0
1,305
0
1,305
Alliant Energy Transportation
0
0
13
13
Franklin County Wind
0
0
115,321
115,321
Total
8,808
10,920
126,267
145,994
Additionally, some charges from IPL to affiliates settled through AECS. Most of these concern
transactions between the two utilities, such as emergency services provided by IPL on behalf of
WPL. The next table summarizes these charges.
Charges to Affiliates from IPL through AECS (thousands of dollars)
Affiliate
2009
2010
2011
Total
Directly Assigned to:
AEC (Parent)
0
0
50
50
Alliant Energy SPE
0
0
18
18
CRANDIC
56
51
57
165
Franklin County Wind
0
0
2
2
IEI Barge Services
8
5
5
18
Industrial Energy Applications
3
6
0
10
Iowa Land and Building
1
3
4
0
RMT
4
0
0
4
Williams Bulk Transfer
5
4
4
13
WPL
5,093
2,528
2,946
10,567
Allocated to Multiple Affiliates
531
699
514
1,744
Total
5,701
3,297
3,600
12,591
IPL and WPL have also mutually transferred various assets (plant in service and material and
supply inventories) amounting to less than $1 million per year during the audit period. The
preceding tables do not include the costs of these transfers.
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2. Service Agreements and Shared Service Functions
a. Service Agreements
Alliant Energy documents the procedure and process for establishing service, operating, and
other agreements among affiliates in procedure manual “REG 100: Affiliated Interest
Transactions” (REG 100). The Company established REG 100 in October 2009 to define the
procedures and requirements for employees to follow in executing proposed affiliated interest
transactions among the various Alliant Energy Corporation entities, where one of the entities was
a utility. REG 100 sets out the procedures to:
• Identify whether a proposed transaction constitutes an affiliated interest transaction
• Determine any internal and external approvals required
• Ensure satisfaction of pricing guidelines
• Obtain required approvals from regulatory bodies.
The process requires employees to contact the Legal Department for approval before proceeding
with any new transactions between Alliant Energy subsidiaries when one is either IPL or WPL.
The Legal Department then reviews the proposed transactions to determine whether existing
commission-approved agreements cover it and whether the transaction requires regulatory
approval. In the latter case, the Legal Department, working with Regulatory Affairs, will seek
regulatory approval. The process also calls for the involvement of the Controller’s Department to
ensure proper accounting of the proposed transaction. The Company has also provided guidance
in affiliate transactions through postings on the corporate Intranet site.
IPL had entered into several affiliated interest agreements effective during the audit period.
These include:
• The service agreement with AECS (“1998 AECS Service Agreement”) to which IPL and
WPL are both parties. This agreement became effective in 1998. An updated version, the
Master Service Agreement (“2012 AECS Service Agreement”) replaced it, effective in
February 2012.
• 2002 Master Agreement with RMT for environmental consulting services.
• 2008 Intercompany Borrowing Agreement with AEC for short-term borrowing.
• 2008 System Coordination and Operating Agreement with AECS to which IPL and WPL
are both parties. This agreement allows AECS to serve as an agent for IPL and WPL in
the coordinated planning, construction, operation, and maintenance of the interconnected
electric systems of the two utilities.
• 2010 Accounts Receivables Agreement governing the sale of IPL accounts receivables by
IPL SPE LLC and Alliant Energy SPE LLC.
• 2010 Master Railcar Lease Agreement with WPL for sharing railcars between the two
utilities.
• 2010 T-Pole Transfer Agreement with WPL for a one-time sale of transmission poles
between the two utilities.
• Agreements with IEI Barge for services related to transloading and storage of coal. A
2008 agreement between IPL and IEI Barge was superseded by a 2011 agreement among
IPL, WPL, and IEI Barge.
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•

2011 Prairie Creek Delivery Agreement with CRANDIC for coal delivery to IPL's Prairie
Creek Plant.
• 2011 Master Supply Agreement with WPL for transfer of equipment and supplies
between the two utilities.
• Wind Development Assets Purchase and Sale Agreement in June 2011 for the sale of
assets by IPL to Franklin County Wind.
AECS serves as the primary source of shared services provided to IPL. The AECS Service
Agreement governs these services. This essentially static agreement underwent no updates
between 2008 and its replacement in 2012. Among other provisions, the 1998 AECS Service
Agreement’s Appendix A lists the AECS services to be provided, describes the methods to be
used for assigning costs to the affiliates, and lists the cost allocation methods to be used. The
agreement specifies direct assignment of AECS costs where possible. Allocation of amounts that
cannot be directly assigned will include only those affiliates who benefited. These allocations
seek, as much as possible, to use allocators based on cost-causal relationships. The agreement
seeks to restrict broad allocation to all affiliates under a general, non-cost-causal allocator to
“services of a general nature.” The allocation ratios should undergo annual redetermination.
The 1998 AECS Service Agreement lists 24 ratios or allocators. The 2012 Service Agreement
eliminates several of these that have become obsolete, and adds a few additional ones. The
replacement agreement has reduced the number of ratios or allocators to 19. A General Ratio has
existed under both agreements. AECS expenses directly assigned or allocated through the other
allocators in the past year determine this ratio, whose definition follows:
A ratio, based on the sum of all Service Company expenses directly assigned or allocated,
based on allocators other than this "General Ratio," to Client Companies (excluding fuel,
gas, purchased power and the cost of goods sold) for the immediately preceding twelve
consecutive calendar months, the numerator of which is for a Client Company or Function
and the denominator of which is for all Client Companies (and Alliant Energy Corporation's
non-utility and non-domestic utility affiliates, where applicable) and/or the Service
Company. As used herein, "cost of goods sold" represents materials that are resold to the
ultimate consumer.
b. AECS Functions
AECS had approximately 1,300 employees in 26 departments as of late 2011. AECS organizes
these departments around line-of-business operations (Energy Delivery, Generation, and Energy
Resource Development) and general support functions (Human Resources, Finance, Legal, and
Environmental Affairs). All of them support multiple affiliates. Energy Delivery and Generation,
for example, support the operations of both IPL and WPL. The 2011 AECS budget amounted to
approximately $207 million.
The AECS Service Agreement lists the service functions to be provided by AECS, and identifies
the allocators appropriate to each function in cases where costs cannot be directly assigned. The
1998 Agreement lists 36 service functions. The new 2012 Agreement removes several obsolete
functions, and adds a few additional ones, resulting in a total of 31 functions. It also modifies
four of the allocator definitions and several of the allocator assignments, reducing, in particular,
the number of functions using the General Ratio. The following table shows the functions and
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corresponding allocators for both versions of the AECS Service Agreement. Strikethroughs show
the 1998 Agreement functions and allocations removed in the 2012 Agreement. Italics show
changes and additions in the 2012 Agreement.
AECS Service Agreement Service Company Functions
Function
Allocator (Ratio)
•
•
•
•
•

•
•
•
•
•
•
•

•
•
•
•
•
•
•
•
•
•
•

•
•
•

Information Systems
Meters
Transportation
Electric Systems Maintenance
1) Transmission Systems
2) Distribution Systems
Marketing and Customer Relations
1) Demand-Side Management Programs
2) Customer Billing and Payments
3) Call Center
4) Market Research and Product
Development
5) Sales and Marketing Programs
Electric Transmission and Distribution
Engineering and Construction
Power Engineering and Construction
Human Resources
Materials Management
Facilities
Accounting
Power Planning
1) System Planning
2) Generation Control Center
3) Distribution Control Center
4) Energy Market Operations
5) Transmission
Public and Community Affairs
Legal
Rates
Finance
Land Real Estate and Right of Way
Internal Auditing
Environmental Affairs
Fuels

•
•
•

Number of Employees
Number of Meters
Number of Employees

•
•

Circuit Miles of Electric Transmission Lines
Circuit Miles of Electric Distribution Lines

Investor Relations
Planning
Administrative
1) Electric Production
2) Electric and Gas Delivery
3) Other Business Units
Gas System Maintenance
Gas Transmission and Distribution
Engineering and Construction
Gas Acquisition and Dispatch
1) System Planning

1) Electric/Steam/Water Peak Load, MCF Peak Load, or
Units Sold or Transported
2) Number of Bills
3) Number of Customers
4) Number of Customers
5) Number of Customers Operating Revenues
•
•
•
•
•
•

Construction Expenditures
Construction Expenditures
Number of Employees
Materials, Supplies and Services
Gross Plant Number of Employees
General Operating Revenues

1)
2)
3)
4)
5)
•
•
•
•
•
•
•
•
•
•

Electric Peak Load
Units Sold or Transported
Units Sold or Transported
Units Sold or Transported
Electric Peak Load
General Number of Employees, or Number of Customers
General
Number of Customers
General Operating Revenues
Gross Plant
General Operating Revenues
Units Sold or Transported
Tons of Coal Burned, Gallons of Oil Burned,
Dekatherms of Gas, or MCF Peak Load
Total Assets
General

1)
2)
3)
•

Electric Peak Load
Number of Customers
General Operating Revenues
Feet of Gas Lines

• Construction Expenditures
1) Units Sold of Transported, MCF Peak Load, or
Dekatherms of Gas
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2) Distribution Control Centers
3) Gas Procurement
Gas Production Engineering and Construction
Steam System Maintenance

2)
3)
•
•

Units Sold of Transported, or MCF Peak Load
Dekatherms of Gas
Construction Expenditures
Feet of Steam Distribution Lines

Function
•
•
•
•
•
•
•
•
•
•
•
•

Management and Operations Audit of
Interstate Power and Light

Allocator (Ratio)

Steam Distribution Engineering and
Construction
Steam Supply Engineering and Construction
Steam Planning
Water System Maintenance
Water Distribution Engineering and
Construction
Water Supply Engineering and Construction
Water Planning
Electric Production Maintenance
Corporate
1) Income Taxes
2) Service Company Assets
Insurance and Risk Management
Corporate Secretary
Shareowner Services

•
•
•
•

Construction Expenditures
Construction Expenditures, Steam Peak Load
Units Sold of Transported, Steam Peak Load
Feet of Water Distribution Lines

•
•
•
•

Construction Expenditures
Construction Expenditures
Units Sold of Transported , Water Peak Load
Electric Peak Load

1)
2)
•
•
•

General
Number of Employees
Total Assets
Board of Directors Allocator
Board of Directors Allocator

The following chart shows the contribution of these functions to the total AECS costs billed to
IPL annually in 2009, 2010, 2011, and for the first quarter of 2012. The Grand Total row shows
thousands of dollars.
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Charges Billed from AECS to IPL
Function
Accounting
Admin/Exec
Corporate
Corporate Secretary
Environmental
Electric System Maintenance
Electric Transmission & Distribution
Gas Acquisition & Dispatch
Gas Systems Maintenance
Gas Transmission & Distribution
Power Engineering & Construction
Finance & Internal Audits
Insurance and Risk Management
Investor Relations
Fuels
Human Resources
Information Technology
Legal
Marketing & Customer Relations
Meters
Land & ROW
Materials Management
Misc Facilities
Power Planning
Public Affairs
Shareowner Services
Rates
Transportation
Grand Total

2009
4.02%
22.51%
4.93%

2010
3.77%
15.87%
19.25%

1.07%
5.05%
2.63%
0.31%
0.49%
0.58%
5.47%
5.71%

0.93%
4.27%
2.12%
0.30%
0.31%
0.60%
3.83%
6.00%

0.30%
0.58%
2.89%
10.46%
1.79%
18.48%
1.34%
0.27%
2.27%
0.28%
4.46%
1.80%

0.32%
0.58%
2.54%
10.22%
1.89%
14.34%
0.48%
0.27%
2.18%
1.73%
4.03%
2.18%

1.35%
0.94%
153,408

1.16%
0.83%
169,912

2011
1Q 2012
3.45%
2.63%
17.19%
13.14%
17.51%
5.62%
0.69%
1.12%
2.64%
4.42%
4.96%
2.34%
3.18%
0.37%
0.68%
0.27%
0.11%
0.66%
0.37%
2.96%
6.17%
6.86%
4.58%
1.25%
0.35%
0.02%
0.61%
0.93%
2.58%
4.18%
12.04%
23.05%
2.02%
2.05%
13.14%
6.58%
0.37%
0.33%
0.31%
0.28%
1.38%
1.69%
1.35%
1.81%
4.14%
8.49%
2.29%
2.53%
0.58%
0.94%
-0.02%
1.32%
1.48%
152,966
29,071

The next table shows the percentages of total charges falling into different cost categories: labor;
accounts payable (A/P); and other costs, including overheads, employee expenses, and manual
journal entries. The Total row shows thousands of dollars.
Charges from AECS to IPL by Cost Category
2009
2010
2011
Labor
44.4%
47.7%
46.8%
A/P
25.2%
22.3%
23.4%
Other
30.5%
30.1%
29.9%
Total
153,408
169,912
152,966
Early 2012 witnessed the updated Service Agreement and in late 2011 there was a transfer of
nearly 300 employees from AECS to IPL. This transfer resulted from a December 2011
assessment seeking to identify employees charging 90 percent or more of their time directly to a
single affiliate. These changes affected the total amount of charges from AECS to IPL, the
fractions coming from each function, and the total fraction directly charged. The Company noted
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comparing the first quarter of 2012 with the prior years makes it necessary to note an error in
March 2011 in the accounting of the short-term incentive compensation amounts. The Company
reversed the error in April 2011. The next chart shows the effect of this reversal.
Average Monthly Charges Billed from AECS to IPL (thousands of dollars)
Based on March YTD
Based on Full Year for 2009-2011
Based on April YTD for 2009-2011

2009
11,299
12,784
12,191

2010
12,603
14,159
13,627

Y/Y %
11.54%
10.76%
11.78%

2011
16,577
12,747
12,851

Y/Y %
1Q/2012
31.53%
9,690
-9.97%
9,690
-5.69%
9,690

Y/Y %
-41.54%
-23.98%
-24.59%

Using the full-year and April year-to-date averages, this chart shows a substantial reduction in
the average AECS charges to IPL in 2012 compared to 2011. It also shows an increase in charges
from 2009 to 2010 and a subsequent reduction from 2010 to 2011. The reduction almost
compensates for the 2010 increase.

3. Cost Assignment Methods and Procedures
a. Financial Systems and Processes
Alliant Energy uses a PeopleSoft Enterprise Resource Planning (ERP) system for most of its
accounting. The exception is RMT, which uses a standalone accounting system. The system’s
functions include the corporate general ledger, manual journal entries, and inter-affiliate billing
and settlements. The Company also uses the PeopleSoft ERP system for employee time entry
and payroll, employee expense reporting, accounts payable processing, purchasing, inventory
management, project costing, and treasury functions. Several feeder systems supply data to the
PeopleSoft ERP system during the monthly financial processing, including systems for customer
billing, asset management, wholesale power purchases, gas supply and logistics for distribution
and generation, coal accounting and logistics, commodity sourcing, work management, and tax
accounting. As part of the month-end book close, the system allocates and assigns costs to the
legal entities. AECS also performs an “Equitization and Consolidation” process to eliminate all
the intercompany balances and consolidate the separate legal entities for Securities and Exchange
Commission (SEC) reporting. For IPL regulatory reporting purposes, the the Generally Accepted
Accounting Principles (GAAP) accounts from the corporate general ledger are mapped into
Federal Energy Regulatory Commission (FERC) accounts. The IPL Accounting Section of the
AECS Utility Accounting Group also completes the “Department Earnings” process to map costs
that were assigned as IPL common costs and those not assigned to specific jurisdictions to Iowa
electric, Iowa gas, Minnesota electric, and Minnesota gas for jurisdictional reporting.
The Company uses a number of controls in the accounting and inter-affiliate billing process to
ensure accurate inter-affiliate charges for IPL, including:
• PeopleSoft ERP system combination edits (chart fields must have valid combinations of
values) and auto-population of fields
• Accounting code and variance analysis
• Thresholds that require review are set for capital projects
• Standard system controls, including interface controls
• Segregation of duties
• System-generated AECS bills
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Review by the IPL Accounting Section of the AECS Utility Accounting group
No exception time reporting, minimizing labor reporting errors
Reconciliation and out-of-balance reports that the system produces to aid in the review
process for affiliate transactions. The reports are used primarily for the review of
intercompany accounts receivable and payable balances to ensure elimination of charges
between affiliates.
Vendor invoice controls to minimize incorrect vendor charges to the affiliates, including:
o A three-way document match among requisitions, purchase orders, and invoices
to ensure that what is requisitioned is received and paid according to the vendor’s
invoice.
o Two reviews to ensure the dollar amounts are correct: (1) a review of the invoices
by personnel and (2) a separate review of the accounting codes (chart fields) used
to record the charges.
b. AECS Cost Assignment

Most true inter-affiliate charges, ignoring pass-through charges, originate in AECS. Only AECS
costs may be allocated; all others require direct charging. The AECS Policy and Procedures
Manual documents the AECS procedures for accumulating and assigning costs, and incorporates
as attachments AECS’s service agreements with its affiliates. This document therefore
effectively serves as the Alliant Energy cost manual.
AECS allocated depreciation expense, interest expense, and state and Federal income taxes to the
affiliates using the General Ratio during the audit period of 2009 through 2011. Service company
assets provide the base for calculating depreciation expense. Software, used by multiple
affiliates, forms the majority of these assets. AECS also allocates the cost for leasing its office
space to affiliates using the facilities overhead allocator. These lease charges contain amounts
billed from IPL and WPL to AECS. Charges include a rate-of-return component related to
facility assets owned by either IPL or WPL and used by SECS employees. The new 2012 Service
Agreement now authorizes AECS also to charge for a return on average net assets owned by
AECS.
AECS uses “chart fields” to code financial transactions. These chart fields determine the cost
assignments for allocated and for directly charged transaction costs. Two chart fields comprise
the key means for determining the cost assignments: (a) the “operating unit,” which designates
the cost center to which the cost is charged, and (b) the “product code,” which specifies the
affiliate and line of business, and sometimes the jurisdiction. These products can include, for
example, “IPL Electric,” “IPL Electric Iowa,” and “IPL Gas Minnesota.” They can also include
combinations of these classifications; e.g., “Common All,” “WPL and IPL Common,” and “IPL
Common.” All operating units link to one of the functions specified in the 1998 and 2012 AECS
Service Agreements. Some operating units can only charge directly. The others link to an
allocator; for these, the product code determines whether the cost will be direct charged or use
the allocator. Applying the allocation factors associated with the allocator determines the
allocated costs. The allocator determines the recipients of the costs involved. The recipients may
include, depending on the allocator, all four Alliant Energy first-tier subsidiaries (IPL, WPL,
AEC, and AER) or a subset of them. Many allocators apply only to the two utilities.
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The next table shows the fractions by allocator of the cost-causal allocations from 2009 through
2011. Approximately half of the cost-causal allocations use the “Number of Employees Ratio.”
The Units Sold or Transported, Construction Expenditures – Electric Production, Materials and
Supplies, and Number of Customers Ratios comprise the next most frequently used cost-causal
allocators. The 1998 AECS Service Agreement does not prescribe the use of two of the
allocators listed; i.e., the “Branding Ratio” and the “Revenue Ratio.” An Internal Audit report
from December 21, 2009 noted the inconsistency between the use of these two ratios and the
language of the 1998 AECS Service Agreement. AECS discontinued the use of these two ratios
thereafter. The “Fossil Fuels” numbers represent a combination of the allocators for coal, oil, and
gas fuel.
Fractions of AECS Cost-Causal Allocations to IPL by Allocator
Allocator
Total Assets
# of Bills
Fossil Fuels
Const Expenditures - Elec Distr
Const Expenditures - Elec Prod
Const Expenditures - Gas Distr
Total Const Exp - Electric
Total Const Exp - Gas & Electric
# of Customers
Dekatherms of Gas
Cir Miles Elec Dist Lines
Cir Miles Elec Dist/Tran Line
Electric Peak Load
# of Employees
Gross Plant
Branding
Feet of Gas Line
Materials & Supplies
# of Meters
Revenue
Units Sold/Transported

2009
1.42%
1.90%
2.35%
0.10%
9.32%
0.59%
3.20%
0.12%
4.19%
0.00%
0.00%
0.04%
46.90%
2.49%
1.07%
0.04%
8.15%
0.26%
0.02%
17.83%

2010
1.62%
1.55%
2.37%
0.05%
11.36%
0.46%
3.16%
6.42%
0.03%
0.00%
0.00%
0.46%
46.28%
1.25%
0.01%
7.42%
0.15%
17.41%

2011
1.71%
1.51%
2.77%
0.07%
6.34%
0.47%
2.41%
5.99%
0.00%
0.16%
0.00%
1.02%
54.75%
1.65%
0.01%
4.97%
0.05%
16.10%

c. Allocation Factor Calculations
The Company calculates annually the allocation factors used to allocate costs among the four
major corporate legal entities (IPL, WPL, AER, and AEC). These annual calculations use prioryear historical data. They undergo rare mid-year adjustment, when changed circumstances
require. The Company delays the completion of the calculation of the factors until February, in
order to be able to compare them to all the external reports. Following approval, the allocation
factors become effective for the month of February of the current year.
The Assistant Controller’s department has responsibility for allocation factor calculations. The
allocation-factor calculation process begins with requests that the various departments involved
provide the basis data. The providing department and the accounting personnel review the data
for reasonableness and accuracy. They compare the data historical trends to identify material
changes and the effects of one-time events. An Internal Audit Department report from December
September 27, 2012
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21, 2009 noted the inconsistency of including one-time, non-recurring, and material changes
from the allocation factor calculation and the language of the 1998 AECS Service Agreement.
The Company stopped this practice thereafter.. The new 2012 Service Agreement redefines four
of the allocators (ratios) in order to authorize specifically the exclusions the Company had made
prior to the 2009 audit recommendation. After the Assistant Controller reviews and approves the
data, it is entered into the PeopleSoft ERP system. A cost allocation module in the PeopleSoft
ERP system calculates the allocation factors from the basis data using the formulas defined in the
AECS Service Agreement. The Controller reviews the calculated allocation factors, looking at
variances with prior years to ensure the changes can be explained.
The following table shows the 2009, 2010, and 2011 allocation factors for the most commonly
used allocators. Most of the factors remained relatively stable from year to year. Some, however,
changed significantly; e.g., the Number of Employees Ratio factors from 2009 to 2010 and the
Construction Expenditures - Electric Production Ratio factors from 2010 to 2011. The large
change in the latter case resulted from significant changes in construction expenditures for
electric production facilities at IPL and WPL during 2009 and 2010. These facilities included the
construction of IPL’s Whispering Willow - East wind project in 2009 and WPL’s Bent Tree
wind project in 2010.
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Allocation Factors of the Most Commonly Used Allocators
Allocator
Year
WPL
IPL
AER
AEC
2009 39.98% 56.99% 2.37% 0.67%
General Ratio
2010 40.24% 54.59% 2.59% 2.58%
2011 41.30% 55.11% 2.77% 0.81%
2009 41.23% 58.77% 0.00% 0.00%
General Ratio
2010 42.43% 57.57% 0.00% 0.00%
(Utility Only)
2011 42.84% 57.16% 0.00% 0.00%
2009 45.17% 51.07% 3.76% 0.00%
# of Employees
2010 37.31% 41.00% 21.69% 0.00%
2011 37.61% 42.44% 19.95% 0.00%
2009 46.94% 53.06% 0.00% 0.00%
# of Employees
2010 47.64% 52.36% 0.00% 0.00%
(Utility Only)
2011 46.99% 53.01% 0.00% 0.00%
Units
2009 45.80% 54.20% 0.00% 0.00%
Sold/Transported
2010 47.03% 52.97% 0.00% 0.00%
(Electric)
2011 45.54% 54.46% 0.00% 0.00%
Units
2009 40.29% 59.71% 0.00% 0.00%
Sold/Transported
2010 42.54% 57.46% 0.00% 0.00%
(Gas)
2011 42.40% 57.60% 0.00% 0.00%
2009 34.22% 65.78% 0.00% 0.00%
Const. Expenditures
2010 35.81% 64.19% 0.00% 0.00%
- Elec. Prod.
2011 66.23% 33.77% 0.00% 0.00%
2009 44.67% 55.33% 0.00% 0.00%
Materials and
2010 37.75% 62.25% 0.00% 0.00%
Supplies
2011 55.94% 44.06% 0.00% 0.00%
2009 45.34% 54.66% 0.00% 0.00%
# of Customers
2010 45.46% 54.54% 0.00% 0.00%
(Electric & Gas)
2011 45.54% 54.46% 0.00% 0.00%
2009 46.30% 53.70% 0.00% 0.00%
# of Customers
2010 46.40% 53.60% 0.00% 0.00%
(Electric)
2011 46.47% 53.53% 0.00% 0.00%
2009 43.07% 56.93% 0.00% 0.00%
# of Customers
2010 43.20% 56.80% 0.00% 0.00%
(Gas)
2011 43.31% 56.69% 0.00% 0.00%
d. Jurisdictional and Business Unit Allocations
IPL uses two main utility businesses (electric generation and distribution and gas distribution)
and two jurisdictions (Iowa and Minnesota) to categorize its costs. IPL also operats a small steam
business in Iowa. The Company’s Departmental Earnings (DE) general ledger produces
jurisdictional operating revenue and operating expense data for preparing regulatory reports and
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rate case support documentation specific to each of these five service and jurisdictional
combinations.
The Information Technology (IT) Department begins creating the DE general ledger by running
a system process monthly to map the corporate GAAP general ledger accounts to a set of
accounts based on the FERC Uniform System of Accounts (USOA). The Utility Accounting
Department reconciles the FERC general ledger balance sheet and income statements generated
in this manner to the corporate general ledger balance sheet and income statements each period,
making manual adjustments as needed. Next, the IT Department runs a system allocation process
to copy the FERC general ledger operating income statement accounts to a DE general ledger.
The IPL Accounting Section of Utility Accounting then reconciles back to the FERC General
Ledger for each period and at the account level. The IPL Accounting Section of the AECS
Utility Accounting Group performs a year-over-year variance analysis of the IPL results by
FERC account, in order to ensure proper accounting.
After the revenues and expenses are copied into the DE General Ledger, the Company uses
PeopleSoft ERP system allocation processes to assign the FERC general ledger revenues and
expenses to the appropriate jurisdiction. Some AECS costs are assigned directly to the five
service and jurisdictional combinations using the chart field codes. This assignment generally
uses the product codes specific to each of the combinations (IPL Electric Iowa, IPL Gas Iowa,
IPL Electric Minnesota, IPL Gas Minnesota, and IPL Steam Iowa). Most AECS costs are either
directly assigned or allocated to one of the IPL “common” product codes (IPL Common All
States, IPL Common Iowa, IPL Common Minnesota, IPL Electric All States, and IPL Gas All
States). Such costs require further processing for assignment to the five service and jurisdictional
combinations. The processing relates combinations of chart field codes set up in a “DE allocation
step table.” This scheme uses eight cost-causal allocation ratios: (a) payroll, (b) system
coincident peak in megawatts, (c) megawatt-hours sold, (d) average gross plant, (e) customers,
(f) meters, (g) revenues, and (h) average gross plant additions. Some chart field combinations
have no identified cost-causal relationship. Allocation for these combinations uses a general
allocator (the A&G allocation factor), which reflects a combination of revenues, payroll, and
plant amounts.
IPL also charges AECS for the use of the Cedar Rapids office building. The Company first splits
the costs between Alliant Energy and the other building tenants based on square footage. The
Alliant Energy portion then gets allocated between IPL and AECS on the basis of the number of
employees.
e. Overheads
The service company and utilities (“the companies”) use overhead clearing accounts to allocate
overhead costs from the service company to affiliates and from the utilities to the service
company and other affiliates. The service company overheads use current-year budgeted costs.
The companies calculate them at the beginning of each year and apply them as loadings to
productive labor costs (straight time and overtime labor costs) direct charged or allocated to the
affiliates. The utility overheads use some current-year budgeted costs and some prior-year
historical costs. The companies calculate them on the basis of cost-causal factors (i.e., productive
labor dollars), and include them as loadings to costs directly charged to the service company and
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other affiliates. The Assistant Controller reviews overhead rates used in the PeopleSoft ERP
system quarterly to ensure correct loader application. Each of the overheads has a clearing
account, and the companies adjust any remaining balances at the end of the year to zero, through
a manual journal entry. The Controller’s organization monitors the clearing accounts monthly,
comparing the actual overhead costs to the budgeted or historical costs that were used to develop
the factors. Significant clearing account balances and material changes to the forecasted or
historical costs undergo investigation. The companies periodically adjusts overhead rates to
minimize the manual journal entries at the year-end close. Any adjustments apply to future actual
charges to correct the clearing account balances.
Four types of costs comprise the service company overheads:
• Non-productive labor time: This category of time not worked includes, but is not limited
to sick time, vacation time, and holidays. Forecasted total non-productive costs divided
by total productive labor costs forms the calculated loading factor. Accruals for vacation
time are included in the non-productive costs.
• Pension and benefits: This category includes, but is not limited to retirement benefits
costs, health and dental insurance costs, and 401(k) savings plan matching contributions.
Forecasted total pension and benefits costs divided by total productive labor costs forms
the calculated factor. This factor tends to vary from year to year, because of such changes
as the effect of financial market conditions on pension assets. Volatility in health and
accident insurance costs can cause monthly adjustments in the factor. The Company has
made recent modifications to the retiree health benefits as a cost management initiative.
This initiative has resulted in a downward adjustment in the amounts as of May 2011.
• Payroll taxes: These taxes include, but are not limited to, FICA and Federal and state
unemployment taxes. The calculated loading factor is forecasted payroll tax costs divided
by total productive labor costs.
• Facilities: This category consists largely of lease costs for office space occupied by
AECS employees plus the costs for computers and miscellaneous supplies. The
calculated loading factor is forecasted total facility costs divided by total productive labor
costs.
The service company does not internally cross charge costs between service company
departments. Service company departments like Human Resources that support employees in
other departments do not allocate costs to these other departments; instead they directly charge or
allocate their costs directly to the affiliates.
Four other types of costs currently comprise the utility overheads charged to other affiliates:
• Stores: These costs arise from the receiving, storing and handling of inventory in the
storerooms. Stores’ costs also include miscellaneous materials and supplies not
inventoried individually. The loading factor equals store costs divided by total direct
material and supplies costs of materials issued in the previous year. When the Company
establishes the rate at the beginning of the year, it examines needs to modify the rate for
the upcoming year to account for unusual events (e.g., a change in the number of
storekeepers).
• Capitalized Engineering and Supervision (E&S): These E&S costs arise from those
administrative and general salaries and expenses of employees involved with electric and
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natural gas distribution engineering and supervision of capital projects that are not
specific to identified projects. There thus exists no singular project to “charge” with
these costs. The loading factor is developed annually using prior year actual costs and
loading base, adjusted for any significant known changes in costs or loading base in the
current year. Over or under cleared balances are monitored every month for possible rate
changes.
Administrative and General (A&G): These A&G costs arise from those labor and
expenses for support services in construction projects not specific to a project. The A&G
loading factor is developed on an annual basis. The Company performs an annual study
to provide the historical administrative and general costs used in the calculation The
loading factor equals the capitalized A&G salaries and expenses from the annual study
divided by the total capital expenditures.
Fleet: This category includes vehicle operating costs, such as depreciation, maintenance,
and fuel. The fleet management system, maintained by the Fleet Department,
accumulates the costs by vehicle type. Time sheets provide the amount of operating time
per vehicle, and support charges to each project. The fleet loading factor equals fleet
costs divided by total productive labor hours. The Fleet Department manages the rates
and adjusts them periodically as warranted. The Accounting Department manages the
clearing account in coordination with the Fleet Department.

4. Inter-Affiliate Billing and Settlement
Billing for AECS services subject to the Service Agreement comprises the largest fraction of
inter-affiliate billing. The Company manages these billings differently from other affiliate billing
processes. AECS personnel largely hold responsibility for both creating and reviewing the bills
for AECS services to IPL and other affiliates. The AECS Utility Accounting group acts on behalf
of IPL and WPL in performing this process. A different AECS accounting group performs this
function for the non-utility affiliates. The Service Company Accounting Group acts on behalf of
AECS to explain and justify the expenses.
The PeopleSoft ERP system generates AECS bills each month, as part of the month-end bookclose process. Service Company Accounting analyzes prior-to-current month variances during
this process. The AECS Utility Accounting group reviews, analyzes, and approves the IPL bills.
The 1998 and 2012 AECS Service Agreements outline the billing structure and the bills show the
charges at the function level separated by labor and other charges (including A/P). Utility
Accounting, however, performs its review at a billing detail level. The process includes two
formal monthly billing review meetings among the AECS accounting team members. The first
meeting occurs during the pre-close period, and sets expectations for the operating groups
regarding any unusual charges. The second meeting performs a post-close review at the legalentity reporting level. It includes a walk-through of year-over-year variances, a review of
margins, a review of operations and maintenance expenses by FERC account, and a review of
capital projects. Other features supplement the manual review process. They include system edits
and controls, such as auto-population and combination edits, which minimize the chance of
incorrectly charging a legal entity or general ledger account.
AECS also acts as an agent for IPL and WPL in the billing and settlement conduit for the
Midwest Independent Transmission System Operator (MISO) and other wholesale energy and
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transmission purchases. AECS receives and pays the MISO invoices. MISO provides the
settlement information to AECS for IPL and WPL. AECS monitors the energy markets and
conducts a shadow settlement system to ensure that the purchases agree with the settlement
amount, in order to validate the accuracy of charges specific to IPL and WPL. A journal entry
records the billing and settlement of the MISO wholesale energy and transmission charges. This
same process applies to other opportunity sales and purchases outside of MISO and for which
AECS acts as an agent for the utilities. This journal entry effectively acts as the bill for IPL.
The Company’s PeopleSoft ERP system treats bills to IPL from the non-utility affiliates (such as
RMT, CRANDIC, and IEI Barge) as the equivalent of vendor invoices. This treatment causes
the bills to go directly to the appropriate operating group for review, where they undergo the
same review as do third-party invoices. Following approval, the charges then go to Accounts
Payable for payment. AECS, rather than direct inter-affiliate billing, facilitates the processing of
certain transactions between IPL and WPL.
The Treasury Department ensures timely settlement of inter-affiliate charges. Their process uses
two settlements per month. One occurs on the last business day and the second occurs on the
fifteenth business day. These settlement processes query the PeopleSoft ERP system to
determine inter-affiliate charges. The second settlement includes a query to determine if any
charges from periods prior to that month have not already settled. The principal rationale for the
semi-monthly settlements is to reduce costs to the utilities. AECS is financed by the parent
company, which has a higher borrowing cost than the utilities. The Company is evaluating
possible changes to this process to further reduce costs. In particular, Treasury operations began
testing an accelerated settlement process for inter-affiliate charges during the third quarter of
2011 to more immediately settle the weekly MISO charges. This can be advantageous because
MISO billings comprise the largest recurring payments AECS incurs on behalf of the utilities
and MISO has recently changed its billing procedures to use more frequent billing.

5. Employee Time and Expense Reporting
a. Time Reporting
Biweekly reporting through an automated self-service module in the PeopleSoft ERP system
covers the labor time of all AECS, IPL, and WPL employees and that of more than 90 percent of
the Alliant Energy employees overall. Employees must report all time positively. Approximately
2,400 employees use the self-service system directly. Approximately 1,600 bargaining-unit
employees who have limited access to computers (e.g., field technicians) fill out paper time
sheets, generally weekly. Designated “time keepers” enter this paper-recorded time into the selfservice system. The system auto-populates certain fields, based on the employee’s business unit
or other codes entered. For example, the project code may determine the correct general ledger
account. Some codes (e.g., overtime reason, equipment codes) track time, but do not drive cost
assignment. The system applies real-time edits, and alerts employees to invalid entries (e.g.,
incorrect number of digits or other invalid values in a financial code). The system also provides
“combination edits,” which verify the consistency of combinations of fields. The system also
alerts the employee to “exceptions,” which list unusual values for the employee to check for
accuracy, such as, salaried employees recording fewer than 80 hours for a biweekly period. The
system allows employees to enter “task profiles” to support easy time entry. The task profiles
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provide pre-specified combinations of financial codes that generally apply to an employee’s
work. Employees generally charge time to their own organization, but major IT projects and
storm or other emergency work present exceptions to this rule. In such cases, employees receive
instruction at project inception on how to charge time.
An employee’s immediate supervisor must always approve time entries. If the supervisor is on
extended leave, the Human Resources Department changes the reporting designation in the
system to another manager. After an employee has completed time entry and payroll has been
processed by the Human Resources Department, the system automatically generates an e-mail to
the employee’s supervisor that the time entry is ready for review. Payroll does not require
approval of time by the supervisors or managers before payroll processes the data to pay the
employees. The system provides a list for each supervisor of what pay periods for each reporting
employee have not yet been approved. The Company allows employees to make corrections to
time entry for 90 days. The target approval period for timesheets is within three weeks after
entry. The Human Resources organization queries the system to find all time not approved that is
over three weeks old and sends an e-mail to the supervisor with a list of all such cases. If
supervisors or managers are delinquent in approving time by more at least five weeks, they are
contacted in person.
The Business and Financial Performance (B&FP) groups help the employees in the organizations
they support to complete time entry correctly. They provide information on the correct
accounting codes to use through periodic training sessions and refresher sessions for employees,
maintaining time-entry instruction documents unique to each organization for employees and
managers, and answering employee questions. The B&FP groups also analyze the time reporting
results for the organizations they support and perform variance analyses to identify entries that
might need correction. Time entry is addressed at new employee orientation, but no specific
training is provided. New employees are asked to obtain instructions from their supervisors, and
to meet with B&FP groups with any questions. The Human Resources Department maintains and
makes available on the Alliant Energy Intranet site an employee self-service time-entry guide.
The Human Resources Department also provides a guide for time keepers and a guide for
management approval.
b. Expense Reporting
Alliant Energy employees must charge all appropriate travel expenses and other business-related
purchases to a corporate credit card, but can incur and be reimbursed for small out-of-pocket
expenses when it is not possible or convenient to use the corporate card. Corporate credit card
information transfers directly each month to the PeopleSoft ERP expense reporting system. After
information transfer, employees receive notification, and then use the automated expense
reporting system to reconcile and report transactions on credit card statements. They enter the
financial codes and other necessary information to classify and attribute each transaction on the
credit card statement. Employees can enter out-of-pocket expenses at any time, but are
encouraged to do so at the same time as they perform their monthly credit card reconciliation.
Employees review the reports after completing the out-of-pocket expense entry and credit card
reconciliation. Employees submit expense reports electronically through the PeopleSoft ERP
system to their immediate supervisors for approval. They then print, sign, and date the paper
copy. The employee’s supervisor also signs and dates the paper copy after review and
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electronically approves the expense report within the PeopleSoft ERP system. Supervisors are
instructed not to approve expenses until they receive the paper copy along with the attached
receipts. Hard copies of the paper expense reports and receipts go to corporate records in Cedar
Rapids. The Company does not make electronic copies of the paper expense reports and receipts.
The Company has no automatic checks that the accounting codes entered for the expenses are
consistent with those entered for time. The employees and approving supervisors have
responsibility for checking consistent alignment. Reimbursements for meals are sometimes
entered on time sheets and sometimes on expense reports. Company employees often use the
IL&B-owned and -leased corporate aircraft for shuttle service between corporate locations. The
accounting of this usage is driven by the information the employee provides on the on-line form
requesting use of the air shuttle for corporate travel. This form requires the proper accounting
codes in order to determine how to charge the expense. The employee and supervisor are
responsible for ensuring that the necessary receipts accompany the expense report. The corporate
records group checks that they receive receipts along with the paper reports. When the expense
report goes to the supervisor, it can include “risk details.” These are exceptions the system has
identified for supervisor review based on algorithms to find unusual situations that might
indicate an erroneous entry. Out-of-pocket expenses are reimbursed on the employee’s paycheck;
the employee’s supervisor must approve these expenses before the employee is reimbursed.
Credit card bills are paid regardless of approval status. The Company uses accrual accounts to
address cases when approval occurs after the credit card bill has been paid. Supervisors can
delegate expense report approval authority using the PeopleSoft ERP system, but this is only
allowed for a 30-day period.
The Company maintains an expense reimbursement user guide to assist employees in correct
expense reporting and provide the Company’s expense policies. The Company’s policies and
procedures limit employee expense transactions to low dollar amounts (generally defined as less
than $5,000 per item), unless the purchase does not pose a material risk.As with time reporting,
the B&FP groups provide training and organization-specific documentation and answer
employees’ questions concerning expense reporting. The Internal Audit Department also
performed quarterly audits in 2009 and 2010 and an annual audit in 2011 of employee expense
reports, by examining a sample of reports.
Total employee expenses have trended downwards over the last three years. They totaled $22.4
million in 2009, $21.1 million in 2010, and approximately $18.8 million in 2011 (based on an
annualized amount provided in December 2011). The trend toward lower values partly resulted
from a reduced number of employees, but the Company believes it also represents the result of
successful efforts to lower employee expenses. A number of expense types categorize the
expenses when recorded. Materials, Other Expenses, and Telecom comprise the largest expense
types by total dollar amount. Equipment rentals comprise an example of Other Expenses.
Employees generally charge these rentals to their corporate credit cards. The percentage of
expense reports returned to employees for correction has typically been small: 2.87 percent in
2009, 4.52 percent in 2010, and 2.19 percent in 2011. The reason for the returns is usually
invalid or incorrect chart field information (e.g., a wrong project number) rather than issues with
the expenses reported.
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6. Transaction Test
Liberty’s transaction test sought to review examples of actual transactions during the audit
period, and compare their treatment to the Company’s stated and documented policies and
procedures. The transactions fall into five general categories:
• Labor
• Accounts payable
• Employee expenses
• Overheads
• Other journal entries.
Liberty chose examples from each of these five transaction types from three specific months
during the audit period: September 2009, December 2010, and June 2011. Liberty chose the test
transactions from among a list provided by the Company of all transactions originating at AECS,
all inter-affiliate transactions originating at IPL, and all transactions from other affiliates to IPL
during the three test months.
The test contained a total of 78 transactions chosen from the three test months. We chose the test
transactions in a non-random fashion, in order to provide coverage of various different types of
transactions. The selected test items included transactions from AECS to IPL, from AECS to
other affiliates, from other affiliates to IPL, and from IPL to AECS and other affiliates. Liberty
concentrated mainly on higher value transactions, but included a few smaller-value transactions
of particular interest.
For each test transaction, we asked the Controller’s organization to provide source data (such as,
timesheets, employee expense reports, purchase requisitions, purchase orders, invoices, and
journal entry sheets) to support the accounting of the transactions, including the cost assignment.
After analyzing the source data provided, Liberty submitted several rounds of questions about
the transactions to the Company. By the end of the test, the Company provided sufficient
information for Liberty to draw conclusions about all test transactions.
The following table shows the distribution of the final 78 test items by transaction type.

Month
Sep-09
Dec-10
Jun-11
Total

Number of Test Transactions by Type
Accounts Employee
Labor
Payable
Expenses Overheads
8
7
2
2
12
8
5
2
14
9
3
2
34
24
10
6

Journal
Entries

Total
0
2
2
4

19
29
30
78

The transactions include:
• 58 that originated in AECS
• 16 that originated in IPL, several of which are transactions to other affiliates through
AECS
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4 charges from RMT, CRANDIC, and IEI Barge to IPL
Some with AECS acting as a conduit for transactions between IPL and other affiliates,
including WPL.

C. Conclusions
1. Services provided by the Alliant Energy service company, AECS, have comprised most
of IPL’s transactions with affiliates, but IPL has had a small dollar amount of
transactions to and from other affiliates.
In the period from January 1, 2009 through December 31, 2011, service company costs
accounted for approximately 90 percent of all inter-affiliate charges directly assigned, allocated,
or otherwise charged to IPL. The table below shows that the only other significant contributor to
the inter-affiliate charges to IPL was RMT, which provided various environmental services to
IPL from January 2009 through June 2011 (when Alliant Energy sold RMT’s environmental
business) and construction services to IPL for the Whispering Willow – East wind project in
2009 and 2010. Thus, most of the RMT contribution to the inter-affiliate charges was complete
by 2011, when AECS contributed nearly 99 percent to the total charges.
Sources of Inter-Affiliate Charges to IPL
2011
2009
2010
Affiliate
94.7%
98.5%
AECS
78.4%
1.0%
CRANDIC
0.3%
0.9%
0.4%
0.5%
IEI Barge Services
0.6%
0.0%
0.0%
0.0%
Iowa Land and Building
4.0%
0.0%
RMT
20.6%
179,404
155,300
Total (throusands of dollars)
195,588

Total
89.8%
0.7%
0.5%
0.0%
9.0%
530,292

IPL also charged costs to AECS and to other affiliates, both directly and through AECS. After
accounting for convenience payments and other pass-through costs, the charges to AECS are
largely for use of the Cedar Rapids office building. These last charges averaged about $9 million
annually in 2009, 2010, and 2011. The only other significant direct charges from IPL were a
$115 million charge for a transfer of assets to Franklin County Wind in June 2011, $1.3 million
for a sale of coal to Williams Bulk Transfer in 2010, and a $1.6 million charge to the parent
company in 2011. The asset transfer to Franklin County Wind was at IPL’s book value.
AECS also acts as a conduit for transactions between IPL and some other affiliates. In total these
transactions averaged about $4 million annually to and from IPL during the audit period. Direct
charges with WPL account for approximately 85 percent of these costs. A number of smaller IPL
transactions to and from affiliates result from reclassifications to correct recording errors, as
Liberty has verified in the financial transaction test.
2. IPL’s service agreement with AECS is adequate in its basic form and content, but
remained unchanged from 1998 until early 2012, leading to out-of-date provisions
during most of the audit period. (Recommendation #1)
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Until early 2012, IPL and AECS operated under a service agreement executed in 1998 and not
updated since that time. This document meets the basic requirements of a service agreement. It
describes the relationships between the parties, defines a high-level list of service functions to be
performed that is sufficiently comprehensive to cover the actual service performed, explains
what costs are covered in the service prices, and specifies the methods for assigning and
allocating the service costs and billing for the services.
However, many of the defined functions and allocation methods listed in the 1998 AECS Service
Agreement are outdated and obsolete.
Additionally, some methods for allocating costs evolved in a manner inconsistent with the
language of the 1998 Service Agreement. For example, AECS allocated a modest amount (1
percent of total charges in 2009 and 0 percent of total charges in 2010 and 2011) of costs using a
“Branding Ratio” and a “Revenue Ratio,” neither of which the 1998 and 2012 AECS Service
Agreement prescribed for use. AECS subsequently discontinued use of these ratios in response to
a recommendation from an internal audit completed in December 2009. The 1998 AECS Service
Agreement retained many of the outdated provisions; however, AECS did update its Policy and
Procedure manual in 2009 to better enhance descriptions, to capture the repeal of the Public
Utility Holding Company Act, to remove outdated references, and to include a description of the
overhead rate process.
Using outdated and obsolete language in the service agreements causes confusion. It also
undermines a key purpose of the service agreements, which is to document the affiliate services
and how the affiliate costs are treated. The new 2012 AECS Service Agreement, which became
effective in February 2012, retains the overall structure of the 1998 agreement, but eliminates
these inconsistencies. Nevertheless, the long elapsed time between the need for updates and
changes and their final implementation indicates the need for an improved process for
negotiating, executing, and seeking regulatory approval of service agreements. The Company’s
REG 100 procedure provides for the opportunity to initiate new affiliate interest transactions;
however, it does not provide a process to facilitate new service agreement design and content
that aligns with the needs of the management of the regulated utilities. Furthermore, the current
process does not provide IPL any direct, empowered influence on the process of negotiating new
affiliated interest transactions or, when necessary, negotiating and updating service agreements.
See also Conclusion #3 of this chapter and Conclusion F.4 of the Construction Program Planning
chapter for related concerns.
3. Alliant Energy employs an appropriate process for reviewing affiliate transactions and
monitor shared service performance, but IPL has a limited independent, direct role in
it. (Recommendation #2)
The AECS Finance organization uses detailed procedures in the monthly book close to review
the affiliate transactions, including the amounts AECS directly charges and allocates to IPL and
its affiliates. The organization tests the amounts through variance analyses, investigates unusual
charges, and holds meetings with the accounting and operating groups to alert the operating
groups to unusual cost changes. The Company also conducts or participates in market studies,
both general and function-specific, to assess the competitiveness of the AECS costs. These
studies have included biennial market studies of compensation and specific studies of Sourcing
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and Supply Chain, Information Technology (IT) and the Tax Department in 2010 and 2011.
These studies have generally supported the competitiveness of AECS’s services. In some cases,
(e.g., the IT study) they have suggested cost improvements that AECS has implemented.
However, these analyses and studies are all initiated by AECS departments and personnel. IPL
has limited independent or direct role in the review and monitoring of service performance.
See also Conclusion #2 of this chapter and Conclusion F.4 of the Construction Program Planning
chapter for related concerns.
4. Alliant Energy has consistently used market studies sufficient to ensure that the costs of
services provided by non-regulated affiliates meet regulatory requirements.
The Legal Department has primary responsibility for assuring that affiliate service pricing meets
regulatory and inter-affiliate pricing requirements. The REG 100 procedure requires Legal
Department approval before engaging in any inter-affiliate service relationships. The Company
has investigated the cost of market alternatives to services provided by non-regulated affiliates to
ensure that they meet the requirement of services priced at the lower of cost or market price.
Examples of these studies include studies to support the pricing of services provided by RMT,
CRANDIC, and IEI Barge.
5. Cost-assignment methods and processes generally support accurate and comprehensive
assignment of common costs to affiliates, except for the use of the General Ratio to
allocate interest and depreciation expense to affiliates. (Recommendation #3)
The approach outlined in the AECS Service Agreement generally provides a reasonable
approach to service company cost assignment. The methods specify preference for direct
assignment of the cost to individual affiliates with cost allocators defined for each of the 36
defined service company functions (31 in the updated 2012 AECS Service Agreement). The
allocator defined for most of the functions is a cost-causal allocator. Under the 2012 update to
the agreement, only three of the 31 functions continue to use the general allocator. AECS assigns
each of its operating units to one of these defined functions and applies the allocators to the costs
of these operating units for costs that were not directly assigned. This approach should provide
reasonably accurate cost assignments, although the automatic assignment of allocators to service
functions limits the flexibility in use of different allocators for unusual work activities within an
operating unit. Nevertheless, it is possible to address such situations through careful application
of direct cost assignment.
The Company’s cost-assignment procedures have been generally consistent with the terms of the
AECS Service Agreement, but an internal audit from December 2009 uncovered some issues that
the Company subsequently addressed. The internal audit report noted:
• Use of two allocators not prescribed in the 1998 AECS Service Agreement
• Exclusion of amounts from the basis data of some ratio calculations without documented
explanation
• A non-robust process to remediate issues identified by state commissions
• Access to the PeopleSoft ERP system for modification of allocators that may not have
been adequately restricted
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No independent review of mapping of the allocators to operating units in the PeopleSoft
ERP system
No independent review of allocators entered into the PeopleSoft ERP system
Limited review of indirectly allocated costs.

The Company has indicated that changes implemented to address these issues did not have a
material impact on the cost allocations.
AECS used the General Ratio to allocate interest and depreciation expense to affiliates during the
audit period, which Liberty does not consider well matched to the factors that drive these
expenses.
6. The AECS Policy and Procedure Manual and AECS Service Agreement provide
sufficient high-level documentation of the methods used to allocate and assign interaffiliate costs, but lack needed details of the cost assignment process. (Recommendation
#4)
The AECS Policy and Procedure Manual functions as the Company’s cost manual. This
document describes the accounting procedures. It includes a definition of the general ledger chart
fields used to record the financial transactions in the PeopleSoft ERP system and subsequently to
assign the costs. The manual lists the AECS functions with their descriptions, describes how the
payroll costs are sourced, affiliate invoicing, identifies how AECS assets are treated, and
provides additional administrative information. The Policy and Procedure Manual also attaches
the various AECS service agreements with affiliates; i.e., the AECS Service Agreement with IPL
and WPL, a service agreement between AECS and AER, and the System and Coordination and
Operating Agreement among IPL, WPL, and AECS. The service agreements specify that direct
charging is the preferred method of cost assignment, lists the allocators (ratios) to be used for
allocating the remaining costs, and indicates which allocators are to be used for each service
company function.
AECS updated the Policy and Procedure Manual in 2009 to eliminate out-of-date provisions and
references (some of which continued to be present in the AECS Services Agreement with IPL
and WPL until it was updated in early 2012) and to improve the descriptions of the procedures.
These changes generally enhanced the manual by including a description of the overhead
calculations and providing clearer description of the drivers of the cost allocations. A mandate
for biennial compliance audits was removed at that time, however.
The Policy and Procedure Manual coupled with the Service Agreement provides a sufficient
high-level description of the cost assignment process. Documentation of the detailed processes
used by the Accounting Department to implement the process, however, appears to be largely ad
hoc.
7. Systemic and procedural controls in the accounting and cost assignment processes serve
appropriately to support prevention of material cross-subsidization.
AECS uses various systemic and procedural controls in the accounting and cost assignment
process to ensure that it operates properly. These controls include:
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System combination edits and auto-population and other standard system controls
Variance and trend analysis
Reviews triggered by dollar thresholds
Lack of exception time reporting
System-generated exception and out-of-balance reports
Vendor invoice controls
Segregation of duties within the Finance Department.

Conclusion #5 listed accounting and cost assignment systems and processes issues identified in a
December 2009 internal audit report. The Company has indicated that these issues had a minor
impact on overall cost assignments, and have subsequently been addressed. As noted in
Conclusion #18 of this chapter, Liberty’s financial transaction test uncovered accounting flaws
for some of the tested transactions. AECS has subsequently identified and corrected most of
them. Liberty’s test did not find evidence of significant risk that the cumulative effect of these
flaws on the overall cost assignment has been material.
8. Sufficient training, policy documents, and support exist to provide guidance to
employees in the appropriate initiation of affiliate transactions and assignment of
affiliate transaction costs.
The Company provides various documents and other support to employees to properly engage in
transactions with affiliates and record transactions in the time reporting, expense reporting, and
other systems with the appropriate information for the proper cost assignment. These include:
• New employee training
• Various policy and procedure documents, including:
o POL 124, which provides general accounting policies
o POL 165, which provides policies and procedures for procurements and payments
o FIN 102, which provides policies and procedures for purchasing materials and
services
o PAY 100, which provides procedures for employee expense reimbursement and
business travel
o REG 100, which provides the procedures for identifying and obtaining approval
for new affiliate transactions
• Users guides for the time entry system
• Users guides for the expense reporting system
• Guides and postings available on the corporate Intranet site
• Organization-specific instructions and other support provided by the B&FP groups
• Support provided by the accounting groups.
9. AECS direct charges a large fraction of its costs, and its allocation of a substantial
portion of the remainder of the costs through cost-causal allocators provides for a
sound level of cost-causal charging for affiliate costs.
The following table shows the fraction of charges to IPL that AECS directly charged and
allocated by cost-causative and general allocators during 2009, 2010, 2011, and the first quarter
of 2012.
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Assignment of AECS Charges to IPL
Cost Assignment
Direct
Cost Causal Allocation
General Allocation

2009
56.0%
20.8%
23.2%

2010
54.8%
20.0%
25.2%

2011
49.2%
20.2%
30.5%

1Q 2012
14.6%
59.4%
26.0%

Comparing the first quarter of 2012 to the early years is distorted by large March charges
associated with short-term incentive compensation and a related accounting error in March 2011
reversed in April of that year. The accounting of the short-term incentive plan in the first quarter
of 2012 reflected an accrual reversal that resulted in a large credit to IPL for the “Corporate”
function direct charge using the General Ratio. Similar accounting in 2011 contributed to the
decline in the direct charge percentage in 2011. To help remove the impact of these effects,
Liberty compared the cost assignments for all AECS functions except Corporate from the first
four months of 2009, 2010, and 2011 with the first quarter of 2012. The next table shows the
results of this adjustment.
Assignment of AECS Charges to IPL Excluding Corporate
Cost Assignment
Direct
Cost Causal Allocation
General Allocation

YTD Apr 09
53.9%
23.2%
22.8%

YTD Apr 10
56.0%
24.0%
20.0%

YTD Apr 11
53.6%
24.5%
21.9%

1Q 2012
42.1%
56.5%
1.4%

This table shows that the percentage of directly-charged AECS costs was relatively high (over 50
percent) during 2009, 2010, and 2011. This percentage dropped in the first quarter of 2012, as
expected from the employee transfers occurring in early 2012. The table also shows a significant
impact of the change in allocation methods in the updated 2012 AECS Service Agreement,
which have caused a significant reduction in the use of the general allocator (General Ratio) for
the non-Corporate functions.
10. AECS’s general allocator is based on a single factor, which may not reflect well the
relative sizes of the affiliates to which it allocates costs. (Recommendation #5)
The General Ratio, which operates as the AECS general allocator, uses a single factor. That
factor uses a summation of all the AECS expenses either directly assigned or allocated using one
of the cost-causal allocators in the previous calendar year. Liberty found this to be an unusual
allocator. It treats the services to be allocated in a general fashion as if they represented a mix of
all the other services. Utilities much more typically use general allocators based on a mix of
factors that measure the relative “size” of the affiliates receiving the services. For example, an
average of gross revenues, gross payroll, and net property, plant and equipment would constitute
a reasonable size measure for the different affiliates.
Liberty notes that the impact of a non-representative general allocator has been significantly
reduced with the implementation of the 2012 AECS Service Agreement. The new agreement
assigns more service functions to cost-causal allocators, and has confined the use of the general
allocator to only three functions.
11. Alliant Energy’s overhead and clearing account processes are appropriate; overhead
calculations are appropriate and accurate.
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The Company uses overhead loading for the costs of the services charged between affiliates.
These overhead loading factors apply not only to AECS charges but also to those of other
affiliates, including the utilities. AECS uses loading factors for labor-related overheads (nonproductive time, pension and benefits, payroll taxes) and facilities. The utilities have load factors
for costs related to stores, capitalized engineering and supervision, construction project A&G
costs, and fleet costs. The Company uses clearing accounts to collect and charge the overhead
costs and a process that ensures proper clearing of the accounts at year end, with appropriate
adjustments during the year so that year-end adjustments are small.
Liberty reviewed and verified through replication AECS’s overhead factor calculations. We
found the overhead rates to comply with the Company’s documented procedures. We also
verified specific overhead transactions as part of the transaction test.
12. AECS’s allocation factor calculations are accurate, and sufficiently documented.
Liberty obtained the basis data used to calculate the allocation factors in 2009, 2010, and 2011
and verified through replication that the factors used during those years were accurately
calculated. AECS did not complete factor calculations for two allocators during 2010 and 2011,
but these allocators were not used during these years.
Liberty also obtained and analyzed the cost pools used to capture and allocate costs for the
months of June 2009, 2010, and 2011. We then attempted to replicate the cost pool amounts
allocated to IPL using the allocators assigned in accordance with the AECS Service Agreement
to each cost pool. We found that the allocated amounts for all but one operating unit matched
perfectly. The one mismatch was de minimis.
13. The monthly AECS invoices to IPL are sufficiently complete and accurate and
payments have been timely.
AECS’s accounting system (PeopleSoft ERP system) and procedures appropriately capture the
AECS costs to bill to applicable affiliates. These costs accumulate through an account structure
that identifies the appropriate service company function, the type of charge, and the activity
performed. AECS provides a monthly invoice to each affiliate, and in accordance with the
service agreements. The invoices display the costs of each service function categorized into
payroll and other costs.
Liberty reviewed AECS invoices to IPL for the months of March 2009, December 2010, and
June 2011. We verified that the invoiced amounts largely matched the charges by service
function directly assigned and allocated to IPL, as recorded in the accounting system. Liberty
found some minor variances between the numbers reported for each service function in March
2009 and June 2011. The variance of the totals, however, was zero. There was an insignificant
variance in the total monthly bill ($409 out of $29 million or 0.0015 percent) for December
2010.
Liberty examined invoice settlements during the period from January 2009 through August 2011.
We found no instances where the settlement period for the AECS billing exceeded 15 business
days following the close of the month in which the underlying exchange took place. IPL thus did
not incur any late payment charges for this period.
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14. Time reporting systems and processes provide capabilities and controls sufficient to
ensure accurate time reporting and appropriate assignment of labor costs.
The Company provides employees sufficient systems and support to properly assign their time to
codes that allow appropriate direct charging and allocation for affiliate transactions. The selfservice time entry module in the PeopleSoft ERP system provides the means for entering time
for all IPL and AECS employees and almost all Alliant Energy employees overall. Most
employees enter time into the system directly. Some employees with limited access to
computers, such as field technicians, use paper worksheets from which designated time keepers
enter the time into the PeopleSoft ERP system. The system’s various real-time edits and alerts to
the user help to ensure valid entry of time and accounting codes. Managers must approve all time
reported for each time period.
The process provides various means to assist employees in time entry. Employees have access to
the Time Entry Self Service Guide, which provides detailed descriptions of the time entry
process; a similar document is available to assist with time approval. The B&FP groups answer
questions, and provide organization-specific guidelines with information about the appropriate
financial codes to use. Chart of Accounts guides are available to all employees on the
Company’s Intranet site. The process requires periodic reviews by the assigned managers of
capital projects that exceed specified monthly spending.
15. The use of positive time reporting helps to ensure proper cost assignment by placing the
decisions at the level at which knowledge of the specific work performed is the most
accurate.
Alliant Energy’s time entry systems and processes do not allow default time reporting. Preassigned accounts for time entry are prohibited so that employees must consciously consider the
appropriate coding for their work, but employees can set up task profiles containing standard
codes used to facilitate the time-entry process. Time must be positively entered every two weeks;
otherwise the system automatically records the time as vacation time.
Positive time reporting allows more precision and accuracy in time reporting by placing the
choice of coding at a level closest to the actual work performed, the employee or time keeper,
rather than relying on a larger work center to determine an “average” cost assignment for all
employees in the center over time, as a default reporting structure does. The large amount of
direct charging by AECS employees is evidence that positive time reporting is working well for
Alliant Energy.
16. Employee expense reporting systems and processes provide capabilities and controls
sufficient to ensure accurate and appropriate assignment of employee expenses, but a
further investigation of large credit card purchases would be advisable.
(Recommendation #6)
Employees use a corporate credit card to pay for most business expenses, including travel
expenses, meals and entertainment, conferences, and other expenses that are less than $5,000 in
value or no material risk. The PeopleSoft ERP system provides the employees a list of credit
card payments to use in completing required expense reports. Employees can also report out-ofpocket expenses that are reimbursed in their paychecks. Employees can report meal allowance
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amounts in the PeopleSoft ERP system time-entry module. Employees must sign the expense
reports and send them along with proper receipts to their managers for review and approval. The
PeopleSoft ERP system automatically routes the electronic expense reports to managers for
review; management approval is required for the electronically submitted and the hard-copy
paper expense reports.
The PAY 100 Expense Reimbursement procedural guide is available to assist employees in
proper employee expense charging. An Expense Entry User Guide is available to assist with
completing expense reports in the PeopleSoft system. As with time entry, the B&FP groups
answer questions, and provide organization-specific guidelines with information about the
appropriate financial codes to use.
The Company’s Internal Audit Department conducted quarterly internal audits of employee
expenses in 2008 through 2010 and an annual audit in 2011. These audits revealed a high level of
non-compliance with the PAY 100 procedures in 2008, 2009, and the first half of 2010. The
auditors judged all compliance exceptions to be of low risk and not evidence of employee
misconduct, with most exceptions related to inadequate documentation. Implementation of
procedural changes during 2010 to reduce the high non-compliance levels appears to have
significantly improved the compliance rate. The exact compliance level is uncertain through
much of the period, because the samples included both random and non-random sample
selections. However, separate reporting of random samples during 2010 shows an increase in the
compliance rate from 58 percent in the first quarter to 84 percent in the fourth quarter. A nonrandom judgmental sample from 2011 showed a 90 percent compliance rate.
The Supply Chain organization publishes quarterly Managed Spend reports that show purchases
made through payment channels that may not be compliant with corporate policies and
procedures,, including purchases on corporate cards greater than $5,000 or involving risk that
should have been made through requisitions, purchase orders, or one of the other standard
purchasing tools. Liberty noted as part of the transaction test, however, some employee expense
reports for purchases significantly exceeding $5,000. Liberty’s transaction test sample was small
and non-random, which prevents estimation of the total amount of such large employee expense
purchases, but their presence suggests the need for further investigation.
17. The financial system and processes provide adequate capability to trace financial
transactions, identify the sources of charges, and document cost assignments and
allocations.
Using the data the Company provided, Liberty was able to trace the transactions examined in the
transaction test from the transaction’s source (e.g., timesheets and invoices) to final booking in
the PeopleSoft ERP system ledgers. The source documentation sufficiently supported the test
transactions and generally explained the reasons for the cost assignment and allocations used.
18. The transaction test confirmed the proper accounting and cost assignment in most cases
reviewed, but revealed some process deficiencies and incorrect cost assignments.
(Recommendation #7)
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Liberty found the justification of accounting and the cost assignments and allocations in the
transaction test to be reasonable in most cases. However, Liberty noted a few process and
accounting deficiencies:
• Incorrect manual entry of accounting codes for several accounts-payable transactions,
some of which occurred because of errors at the entry of the codes to the system by the
Accounts Payable organization and some because of errors in the original purchase
requisition or purchase order. In three cases reviewed, the error caused the affiliate
company initiating the purchase to be misidentified (e.g., WPL internal purchases
appearing as if they were IPL purchases for WPL), requiring an unnecessary transaction
through AECS to assign the cost rather than recording the transaction directly to the
purchasing company. In one case, the error caused costs to be assigned to IPL that should
have been allocated to both utilities; in another case, the opposite situation occurred. In
these two cases the errors were identified as part of the Company’s response to Liberty’s
questions. In the other cases, any remaining errors had already been identified and
corrected by AECS.
• Similar coding issues affected an overhead and an employee expense transaction.
• A few cases in which cost allocators, although authorized by the AECS Service
Agreement, were not the most cost-causal allocators to use for the transaction. The
association of allocators with service functions in the 2012 AECS Service Agreement
will correct some of these issues. Some others are addressed in Recommendation #3.
• A case where the Company assigned all shift premium costs for one employee for a twoweek pay period to IPL with the justification that majority of the work hours of the work
unit were to support IPL when a proportional split would have been more appropriate.
• A few cases where a modest level of costs were assigned to product codes that only
allocated to the utilities for work that benefited all companies. In one such case, the
allocator used was not authorized in the 1998 Services Agreement in effect at the time (or
in the new 2012 Services Agreement). It is not clear whether this error has yet been
corrected to remove costs from IPL that should have been allocated to other affiliates.
• A case in which an employee did not sign an expense report, which a March 2012 update
to the expense policy now requires.
Liberty designed the transaction test as an exploratory investigation rather than, by random
transaction selection, to obtain a sample of transactions that would allow estimation of the
overall error rate in the cost assignment process. Therefore, we cannot determine whether the
deficiencies and errors noted suggest any material overall error in the cost assignment for the
months investigated.

D. Recommendations
1. Improve the effectiveness of the AECS Service Agreement by providing annual review
and approval of services to be provided, more frequent structural updates, and an
enhanced role for IPL in the approval process. (Conclusion #2)
A number of public utility holding companies in the United States use processes for negotiating
support services to be provided by the service company to the utilities and other subsidiaries
which include the following features:
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Annual review by the utility of the provisions of the agreement to ensure that they remain
current and accurate
Annual negotiation between the utility and the service company of the projected use of
service company support services, usually as part of the corporate budget process
Formal signed agreements between responsible and empowered officers of both the
service company and the utility, which lists in detail the projected dollar amounts of the
services to be provided and is attached as an annual update to the service agreement
Updates to the structural provisions of the service agreement every few years to ensure a
current list of service company functions and allocation methods.

Liberty recommends that Alliant Energy adopt these procedures. Additionally, Alliant Energy
should consider amending another unusual feature of the AECS Service Agreement; i.e., that it is
an agreement between both utilities and the service company. Using separate, but consistent,
service agreements between the services company and each utility can enhance the flexibility in
the agreements and facilitate the implementation of the process outlined above.
One key aspect of the process outlined is the need for empowered representatives from the utility
to execute the various steps involved. This is not easily accomplished in the current Alliant
Energy structure, where the available representatives for IPL are themselves AECS employees.
Therefore, the Company should consider adjustments to the organizational structure that would
improve the empowerment of IPL in the process. Recommendation #2 of this chapter addresses
related issues and provides some specific recommendations for an organizational redesign.
See also Conclusion F.4 and Recommendation F.4 of the Construction Program Planning
chapter.
2. Provide independent resources dedicated to IPL to review affiliate transactions,
monitor service company performance, assess the competitiveness of internally
provided services, and support reviews of competitive alternatives to internal shared
services. (Conclusion #3)
Without independent and dedicated personnel, IPL must rely entirely on its supplier, AECS, to
judge the competitiveness of its own services. Although the Company appears to perform
adequate studies of the overall competitiveness of shared services, the high level of service
function integration at AECS, with utility-specific operations supporting both utilities, make it
difficult to assess the competitiveness of IPL’s share of the joint costs. Such an assessment
requires detailed, independent IPL-specific analyses.
To better protect IPL and its customers from unknowingly cross-subsidizing it affiliates, IPL
should have dedicated personnel who can:
• Regularly review affiliate transactions and affiliate costs
• Monitor service company and other affiliate performance
• Assess competitiveness of internally provided services
• Review and provide supporting information for the approval of affiliate agreements
• Review external options for internally provided services.
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Some holding companies provide for such resources through a small finance organization
dedicated to the utility and reporting to the utility management but with a matrix relationship to
the service company finance organization. Alliant Energy should explore such an approach.
See also Recommendation #1 of this chapter and Conclusion F.4 and Recommendation F.4 of the
Construction Program Planning chapter.
3. Revise the allocators used for interest and depreciation expense. (Conclusion #5)
AECS currently uses the General Ratio for interest and depreciation expenses. However, when
an affiliate borrows funds from AECS or other affiliates, interest paid depends on amounts of the
affiliate-specific borrowed funds. Interest expense should therefore be allocated based on
specific affiliate past due balances if and when an affiliate has a past due balance as a result of
intercompany affiliate billings. Similarly, depreciation expense should be charged on the basis of
the depreciable cost of the plant in service for each asset associated to an affiliate.
In lieu of using such cost-causal allocators, an improved General Ratio derived from the average
gross revenues, gross payroll, and net plant, property and equipment or similar multi-factor
allocator as addressed in Recommendation #5, would provide a more representative basis for
allocating interest and depreciation expense. Another potential option for depreciation expense is
a factor based only on property, plant and equipment.
4. Develop and maintain documentation of the details of the cost assignment process.
(Conclusion #6)
The AECS Policy and Procedure Manual and the AECS service agreements provide a sufficient
high-level description of the cost assignment process. The documentation of the detailed
processes used by the Accounting Department to implement the process, however, appears to be
largely ad hoc. The Company would benefit from formalizing and continuing to maintain this
documentation to ensure that the detailed processes are well understood and easily
communicated. This documentation should include such items as:
• A description of the detailed process of the annual development of basis data and
calculation of the allocation factors for each of the allocation ratios
• A description of the process for entering the allocation factors into the PeopleSoft ERP
system and testing them
• A detailed mapping of chart fields to the allocators
• A detailed description of the overhead factor calculations and how they are updated
during the year
• A detailed description of the process for clearing the overhead clearing accounts.
The basic elements of such documentation appear to exist. However, it would be helpful to
formalize it and compile it into one large document that can be formally maintained and updated
as methods and procedures change.
5. Use a general allocator based on an average of multiple factors representing the relative
sizes of the affiliates to which the costs are allocated. (Conclusion #10)
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AECS should review different measures of the different sizes of the affiliates and choose three or
four that represent good measures that can be averaged to create the general allocator. Liberty
recommends considering the use of an average of gross revenues, gross payroll, and net property,
plant and equipment.
6. Investigate instances of large employee purchases through the corporate credit cards.
(Conclusion #16)
The Company normally restricts employee purchases made through the corporate credit card and
expensed through the employee expense process to less than $5,000 per credit card transaction
but allows exceptions for low-risk purchases. The Company uses several methods for ensuring
proper compliance with the employee expense policies and procedures, including quarterly
Supply Chain reports and regular internal audits. These methods appear to comprise a good
approach for improving compliance with the expense policies and procedures. It is not clear,
however, that they have included a targeted examination of purchases over $5,000 to ensure that
they are truly low-risk. The Company should include such a targeted review in future
management reports and internal audits.
7. Address the process deficiencies and incorrect cost assignments uncovered in the
transaction test. (Conclusion #18)
The Company should investigate the process deficiencies noted in Conclusion #18 and determine
whether action should be taken to improve the systems and processes to avoid them in the future.
The Company should also correct any of the accounting errors revealed in the transaction test
that remain to be corrected.
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XII. Civil Penalties – Gas Safety Violations
A. Background
Liberty performed an examination of IPL’s compliance with the February 24, 2005 “Order
Assessing Civil Penalties” in Docket Nos. PSA-04-1 and PSA-04-2 (“Order”). The Order
identified concerns raised about IPL’s compliance with gas pipeline safety in a number of
proceedings over the years. The Order described a continuing pattern of violations, including
management’s failure to properly supervise employees to ensure satisfaction of compliance
standards. The IUB cited the failure to take a sufficient number of readings to determine the
adequacy of cathodic-protection on 15 systems in the Belmond district. The Board stated that
performing required inspections at the required intervals is an integral part of maintaining a
natural gas system in compliance with applicable safety standards.
The Order stated that, “The management failure and lack of procedures to ensure compliance
with all federal and Board gas pipeline safety regulations is a serious matter and the civil penalty
should reflect the severity of the violation.” The Order acknowledged IPL actions to reorganize
and to implement new compliance procedures. The Order also observed that IPL management
has recognized the need for greater emphasis on meeting requirements.
Liberty examined compliance with the three directives, other than payment of penalties, and
additional concerns identified in the Order. The three directives comprise:
• File quarterly reports concerning compliance with federal and Board gas pipeline safety
regulations as described in the Order
• Provide to IUB staff copies of cathodic-protection test station studies and consultant
report when completed and is directed to discuss the results of these studies with staff
• File testimony in its next gas rate case concerning the management of its gas pipeline
safety program, as described in the body of the Order.
Liberty applied the following criteria in this examination:
• Responsibilities for gas pipeline safety should be well-defined, communicated, and
understood at all levels of the organization
• Responsibilities for regulatory compliance and reporting should be well-defined,
communicated, and understood at all levels of the organization
• Organizational design and reporting relationships should facilitate the goals and
objectives of gas pipeline safety programs
• Cathodic protection and other gas infrastructure inspection programs should be designed,
implemented and managed to optimize the value of field observations for various
purposes, including regulatory compliance, support of repair-versus-replace cost analyses
and decisions, public safety, and system reliability
• Responsibilities, accountabilities and authority of inspectors, and their supervisors and
managers, should be well-defined, communicated, and understood
• Performance measurement and improvement of gas pipeline safety programs should, at a
minimum, encompass effective field supervision, relevant performance metrics, process
assessments, and periodic internal auditing.
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B. Findings
1. Compliance with IUB Orders
a. Quarterly Reports
IPL began (for the 1st quarter 2005) filing quarterly reports with the Board concerning
compliance with federal and Board gas pipeline safety regulations. The reports have included:
• Compliance inspections scheduled
• Non-compliant facilities and repairs and upgrades
• Internal audits and actions taken
• Cathodic test station studies and associated consultant reports
• Corrosion control and cathodic-protection programs.
The VP – Customer Operations and later as the VP – Energy Delivery submitted a signed
affidavit, beginning in September 2005, attesting to the accuracy and correctness of the reports.
On January 30, 2007, IPL sought to discontinue quarterly reporting, believing that the Company
had addressed all but one IUB findings. That remaining finding addressed the provision of copies
of cathodic-protection test station studies and consultant reports when completed. IPL stated that
it was in its third of a ten-year survey plan. IPL sought the ability to file completion reports with
staff on an annual basis, as they became available. IPL also requested that the Board close
Docket Nos. PSA-04-1 and PSA-04-2.
The IUB responded with a March 26, 2007 “Order Granting in Part and Denying in Part Request
to Discontinue Quarterly Reports.” This order concluded that some of the information was no
longer needed, because of improvements that IPL had made, particularly with respect to
GIMMS. The IUB noted its awareness of recent changes in IPL personnel responsible for
implementing many of the programs, observing that it continued to need information to ensure
that the programs continued to progress in a satisfactory manner under the new personnel. This
order also found that information related to: (a) non-compliant facilities and equipment, and (b)
cathodic test station studies and associated consultant reports continued to have significant
benefit in improving IPL’s corrosion control program. The IUB therefore considered it necessary
for IPL to continue to document progress in this area. The order provided for reevaluation of the
continued reporting at the end of 2007. To date, the IUB has not acted.
b. Cathodic-Protection Test Station Studies
IPL began these studies in the Belmond district by obtaining pipe-to-soil electric potential
readings at each gas service riser. The Company then completed continuity surveys on all
cathodic zones within the gas distribution systems. IPL sent the field data (along with the results
of the surveys) to a consultant for review. The consultant recommended an increase in the total
number of annual test readings within each community. The consultant also recommended the
installation of additional test stations in some instances, in order to supplement the service riser
test points used in the past. The consultant provided for each community a final report listing
recommendations for cathodic-protection testing locations.
IPL completed the fieldwork based on these recommendations during the summer and fall of
2005. The Company began entering the additional test points in the (then) newly implemented
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Gas Information Maintenance Management System (GIMMS). These test points became part of
the annual maintenance activities for the Belmond district¸ beginning in 2006.
IPL representatives met with IUB staff on April 14, 2005 to review the consultant’s reports for
the communities of Belmond, Britt, and Garner. The consultant had recommended test-station
installations in these communities to supplement the current service riser test points. IPL
discussed plans to implement these recommendations.
IPL expressed during the April 14, 2005 meeting its intention to expand the test-station study to
the entire IPL gas service territory over a ten-year period. IPL determined that an extensive
survey similar to what had been completed in the Belmond district would benefit the entire
Company. This community-by-community, utility-wide study remains ongoing, with results
shared with IUB staff on a quarterly basis (see further discussion in Quarterly Reports section).
IPL met with IUB staff again on July 6, 2009 in Des Moines, and provided an update on the
status of IPL’s cathodic-protection project.
c. Testimony
The early-2005 Order required IPL to file testimony in its next gas rate case concerning the
management of its gas pipeline safety program. IPL has had no gas rate cases since the Order;
this third requirement therefore remains pending. This requirement was addressed in IPL’s 2005
gas rate case, IUB Docket Nos. RPU-05-1, TF-05-122 (IUB’s October 14, 2005 Order in Docket
Nos. RPU-05-1, TF-05-122, pp 4-5 and 9-10). Based on the record, the Board stated that it was
satisfied that IPL is making progress in completing the changes to its safety compliance program.

2. Cathodic-Protection Test-Point Program
IPL implemented in 2005 a ten-year program to install cathodic-protection test points throughout
its system. The first priority comprised identification of areas where IPL had been cited for
cathodic-protection issues in past audit reports. The next area of focus stemmed from discussions
with IPL field operations personnel to identify communities where issues regarding cathodicprotection test points existed. The final phase of the project consists of a review of sites over the
remaining service territory to insure completion of surveys of all communities within the tenyear cycle (i.e., by 2014), while at the same time, attempting to spread the workload evenly.
IPL has from the beginning used a consultant to survey its system, to recommend additional test
points as needed, and to identify defects and needed improvements. IPL has continued to file the
consultant’s reports as initially required by the IUB. IPL had paid the consultant about $51,000
through 2011, averaging about $6,375 per year over eight years.
The chart below depicts the total number of installed test-point locations at year-end, since 2004.
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IPL has added 584 test points per year on average between 2005 and 2011. The Company
anticipates adding a similar number annually through 2014. IPL selected this timeframe because
it coincides with its transition to a new Gas Maintenance Management System (GIMMS) across
its service territory. IPL has used, prior to GIMMS, paper records for cathodic-protection testing.
The year 2005 also marked the beginning of the IPL cathodic-protection test-point program. The
number of test points increased through 2011 by 4,086, or 82 percent. Program completion has
reached about 80 percent, and remains on track for full completion by 2014.
Operational factors affect the number of net annual test points, but not significantly. Some
cathodic-protection test-point “retirements” occur as a result of rebuilds, and as plastic replaces
steel. IPL considers these annual retirements an insignificant percent of annual test-point work.
IPL also “abandons” test points infrequently, as plastic replaces sections of steel pipe having a
test point, and new test-point installation elsewhere accommodates cathodic-protection needs.
Replacements do not have a significant influence on the numbers.
The chart below depicts the number of cathodic-protection test points at year-end, compared to
the labor-related costs of labor hours, dollars, and full-time equivalents (FTEs) associated with
the inspection and maintenance of the program.
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Cathodic-Protection Test Points and Related Costs
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The number of installed test points has increased by 82 percent, but the number of FTEs has
remained steady at about three. The number of employee positions involved in taking cathodicprotection test station readings varies by work location. For example, 71 different employees,
representing the 14 positions listed below, actually took cathodic-protection test station readings
during 2010.
Employee Titles Involved in Cathodic-Protection Test-Point Readings
Customer Service Mechanic

Gas Mechanic Tapper

Service Responder - Combination Mechanic

Gas Department Foreman

Gas Mechanic Welder

Training Coordinator - Gas Mechanic Welder

Gas Distribution Foreman

Gas Mechanic - Corrosion Tech

Underground G&E Service Mechanic

Gas Mechanic

Pipe Fitter Operator

Underground G&E Pipe Fitter Operator

Gas Mechanic Corrosion Tech

Pipe Fitter Operator -Tapper

Labor hours and associated dollars have tracked each other as one might expect. They have also
remained relatively flat over the last eight years. The increased numbers of test points and the
relatively static labor costs has resulted from several factors, including improved efficiency and
increased test-point location densities.
The next chart shows average cathodic-protection reading times for the last eight years.
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IPL has reduced the average time to take cathodic-protection test-point readings by more than 50
percent since the peak in 2005. The average includes travel time at the start and end of the day
and between test points. IPL has reported that the full implementation of GIMMS, starting in
2004, took about two years. Thereafter, productivity improved, and this can be attributed to:
• As employees became more proficient in the use of the system and GIMMS issues were
resolved, productivity of IPL’s field staff improved.
• When GIMMS was implemented in 2004, the cathodic-protection inspection test points
were not in sequential order, resulting in additional travel time to complete the tasks.
Now, IPL routes the test points to alleviate these inefficiencies.
• As a result of the program, there has been an increase in the concentration of test points,
further reducing travel time.
Labor comprises the primary cost driver associated with reading cathodic-protection test points.
IPL maintains no specific O&M budget for cathodic-protection test readings. The local
operations and maintenance budgets include the required funding. The labor charges are most
likely not fully accounted for because, according to IPL, employees may do other associated
compliance work in the area at the time they are taking cathodic-protection readings; therefore
actual time on cathodic-protection readings is reduced or may be charged to another activity. IPL
does not separately track the capital charges for the installation of cathodic-protection test points.
Cathodic-protection test points typically get installed as part of a line replacement project or a
new installation. IPL includes these costs in the total installation cost of associated major
property units.
The following chart shows IPL Cathodic-Protection Test-Point Program labor charges and
consultant costs, totaling about $2.3 million, and is an approximation of costs through 2011.
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3. Cathodic-Protection Test-Point Program Performance Metrics
IPL implemented the Cathodic-Protection Test-Point Program as a consequence of being cited by
the IUB for failure to have a sufficient number of test points. IPL identified three Program goals:
• Mitigate IUB concerns (improve code compliance)
• Improve overall knowledge of the cathodic-protection systems
• Facilitate compliance with the Distribution Integrity Management Plan (DIMP).
The primary metric that IPL uses for measuring its performance consists of the timely
completion of cathodic-protection test-point readings and any associated repairs and follow-up
maintenance required. GIMMS enters the readings and monthly reports track performance levels
for completing required reads within the due dates. (See timely completion metrics in GIMMS
discussion).
IPL did not establish metrics to track the impact of the Cathodic-Protection Test-Point Program
on the gas system in a way that would permit quantitative assessment of Program value.
Approximate costs through 2011 exceeded $2.2 million, and will continue to grow through 2014.
Presumably, there are quantifiable dollar benefits or at least non-dollar metrics that could exist
and prove relevant. IPL could also consider other performance measures. For example, one
might expect that as the number of cathodic-protection test points increase and as the amount of
steel is replaced with plastic, that gas leak occurrences and lost volumes would reduce. Lost-andunaccounted-for gas (LAUFG) is therefore a candidate for application of metrics. Others include
gas leaks reported/repaired and probable violations cited by the staff. However, IPL has said that
it does not see any historic correlation (or prospective linkage) between its 10-year program to
increase the number of cathodic-protection test points and these sorts of system performance
metrics. Liberty’s review of IPL’s available data confirms that the data associated with the three
possible metrics do not correlate with the 10-year program. A review of the LAUFG data,
however, raises a question. The following chart shows LAUFG for 2004 through 2011.
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The percent of LAUFG remains relatively small; however, the variances suggest the need for
further examination. IPL has reported that it tracks and reports the percent of lost and
unaccounted for gas on an annual basis. The Company investigates the results when the percent
of lost and unaccounted for gas falls outside IPL’s acceptable range of +/- 2 percent. IPL has not
completed an analysis of the year-to-year variations. The fact that the percent of LAUFG has
been negative suggests a net gain of gas in some years, but raises a question about system
metering and measurement. Accurate LAUFG data requires appropriate and accurate customer
metering, system/zone metering and city gate or purchase point metering. (See the related
discussion about pipeline supplier meter accuracy testing in the Gas Supply Chapter.)

4. IUB Inspections/Audits – Corrosion Control
The IUB incorporates by reference 49 CFR Part 192, “Transportation of Natural and Other Gas
by Pipeline: Minimum Federal Safety Standards,” in 199 Iowa Administrative Code 10.12(1)”b”,
and 19.5(2)”a” (2). Iowa has no additional requirements beyond these. Subpart I - Requirements
for Corrosion Control in 49 CFR Part 192 addresses corrosion-control construction, installation,
testing, inspection, maintenance, and corrective actions. The primary corrosion control-related
codes include: Cathodic-protection, Monitoring, Electric Isolation, Test Stations and Records.
Iowa regulations allow IUB staff to cite IPL for “probable violations.” The staff uses the
“Probable Violation” to indicate its belief there may be an instance or a possible instance of noncompliance with applicable codes or standards. The process calls for issuance of a probable
violation letter, after which the utility has an opportunity to present information to show
compliance. The IUB itself can formally “charge” IPL for non-compliance, as happened with the
February 24, 2005 Order. Informal resolution occurs for most probable violations. Chargeable
violations do not result in these cases.
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IPL tracks probable violations by code and the number of probable violations by occurrence or
count for each code violation. A probable violation by code occurs in the case of a citation for
non-compliance with a specific code. A probable violation by occurrence or count of each code
comprises a situation where a specific code is cited multiple times. The IUB tracks probable code
violations, but not total occurrences.
The IUB staff performs a compliance audit at each of IPL’s ten Iowa operating zones on a threeyear cycle. The audits include a review of IPL’s cathodic-protection testing program for each
area. For the five-year period of 2007-2011, the IUB staff completed 17 audits. Of these, six
audits resulted in the need for additional information or probable violations were cited regarding
cathodic-protection testing. The number of IUB staff audits can vary from year to year, so a
direct year-over-year comparison of results may not be informative. In 2010, five zone audits
were done. In 2011, one zone audit was done.
The IUB also conducts compliance audits in conjunction with transmission pipeline permit
renewal proceedings. Iowa transmission permit renewals occur on a 25-year cycle. IUB audits
can also result in staff-issued citations for probable violations, including corrosion-control
related codes. The IUB staff tracks the aggregation of these probable violations from both the
pipeline permit renewal audits and the ten Iowa distribution operating zone audits. IPL received
three probable violations associated with two pipeline permit renewals in 2011. Thus, IPL
received a total of six probable violations by code and eight by occurrences in 2011 (but no
corrosion control occurrences as a result of the one zone audit).
The IPL Gas Audit Coordinator conducts internal “pre-audits” in advance of the IUB staff audits,
and routinely visits all field locations throughout the year to review the quality of their records.
Liberty sampled these audit results, and found that they appropriately identify needed corrections
and improvements. (Also see discussion in Management and Training.)
The next chart identifies that IPL experienced 37 probable violations related to corrosion control
(63 percent of total occurrences) in 2007, none in 2008 and 2009, 15 (21 percent of total) in
2010, and none in 2011.
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The data suggest that the number of corrosion control occurrences has dropped significantly
since 2007 for the districts inspected in those years (both on an absolute basis and compared to
the total occurrences). The problem-prone districts coincidently can undergo inspection in the
same year, as part of the three-year inspection cycle of the ten operating zones. There is
insufficient data, however, to conclude that this is a trend. Liberty’s discussions with the IUB
staff indicate that they have not been finding “patterns of violations,” as they did in the 2004
timeframe that led to the 2005 Order.

5. Management and Training
IPL began to address the concerns that were raised about management, supervision and training
of employees, in response to the dockets that led to the 2005 Order.
a. Management Changes
IPL has made several changes to address the IUB’s concerns about management supervision.
The Company created the Gas Audit Coordinator position to establish a single point of contact
for gas regulatory audits performed by the IUB staff. This position works with local field
management to prepare (“pre-audits”) for the IUB staff audits, by ensuring all available records
are organized and up-to-date. The Gas Audit Coordinator also has responsibility for routinely
visiting all field locations throughout the year to review the quality of the records. IPL initiated
pre-audits in 2005, and included reviews of cathodic-protection records and cathodic-protection
test-point records. IPL typically performs this type of review at each field office once each
calendar year.
IPL also created the Manager - Customer Operations position in 2004 in the Belmond District.
This manager addresses compliance issues identified in that operations zone. IPL created this
role (responsible for both gas and electric operations) as part of planned Energy Delivery
restructuring, whose objectives were to:
• Reduce the span of control of the current management structure in remote locations
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Locate managers closer to the customer in order to manage the responsiveness of
customer service and the productivity of the work force
Strengthen management oversight of compliance activity including review of records,
scheduling of work, and providing supervision over execution.

IPL also created the position of Senior Manager - Compliance and Operations Performance to:
• Manage and support areas that include gas operator qualification, gas auditing, and gas
operations standards
• Provide guidance and coordination of gas compliance activities and technical support to
field operations
• Coordinate and report information to state regulatory agencies.
More specifically, the holder of this position performs oversight of the technical and
administrative staff involved in gas compliance, gas operator qualifications, and gas standards.
This senior manager also provides leadership and management of gas auditing activities,
including the review and evaluation of records and field activities prior to and during compliance
audits performed by regulators, and enforcing safety rules and operating practices.
b. Training
IPL initiated regional monthly gas compliance conference calls to provide for routine discussion
of the status of gas inspection and maintenance activities. Participants include Gas Compliance
personnel, local Gas Managers, and the regional Director of Operations. The Company initially
undertook an intensive training effort, followed by ongoing annual training on new or revised
standards, practices, and procedures. Employees targeted for the training included: gas field
employees, gas administrative personnel, and field engineering personnel. IPL’s local gas
managers conduct training and administer an exam to measure effectiveness. An annual Gas
Knowledge Assessment, specifically targeting gas managers, gas foremen, field engineers, and
gas administrative personnel occurs every fall. This exam seeks to ensure that these key
employees are familiar with current regulatory and record-keeping requirements.

6. Gas Inspection and Management Maintenance System
IPL said, at the time of the 2005 Order, that the implementation of the Gas Inspection and
Management Maintenance System (GIMMS) in all 12 zones, expected by the end of 2005, would
mitigate violations of federal and Board safety regulations in the future. IPL proceeded to
implement GIMMS across its gas system for a variety of gas operations needs, including
cathodic-protection test-point inspection and monitoring. IPL fully implemented GIMMS in
2005, and eliminated much of paper reporting and added additional tracking and analytic
capabilities. GIMMS operates as a Windows-based system, providing tracking of code-required
inspection and maintenance activities.
IPL added the GIMMS Manager’s Report in 2009. This report compiles selected data, including
data for cathodic-protection test points:
• Number of Inspections to Complete
• Number and Percent of Inspections Completed
• Number and Percent Completed on Time
• Number Completed Late
September 27, 2012

Page-XII-11
The Liberty Consulting Group

Final Public Report to the
Iowa Utilities Board

•
•

Management and Operations Audit of
Civil Penalties – Gas Safety Violations
Interstate Power and Light

Number Remaining Greater than 90 Days
Number Remaining Less than 90 Days, Less than 60 Days, and Less than 30 Days.

GIMMS currently includes data related to cathodic-protection test points, such as: locational and
mapping info, facility types and identification, inspection info, current and historical readings,
conditions and maintenance info.
IPL has been developing additional enhancements to GIMMS, scheduled for implementation by
the first half of 2012. They focus predominantly on the regulator-station inspections module
known as “GIMMS Stations.” None of the enhancements specifically target cathodic-protection
activities, but they do provide additional compliance improvements for other activities, such as
leak reporting, mechanical fitting failure reporting, and plastic pipe inspections, in addition to the
regulator station inspection items.
The Internal Audit Department conducted a “Gas Inspection Maintenance & Management
System (GIMMS) Upgrade Audit” on June 21, 2007. The audit sought to determine whether
appropriate controls existed around the following areas related to the GIMMS upgrade: logical
access to the upgraded GIMMS modules, application functionality and controls testing, and data
migration testing. This audit found three control deficiencies related to system access,
applications functionality/control testing, and data migration testing. IPL closed two of the
deficiencies in July 2007 and the final deficiency in January 2008.
The Internal Audit Department conducted a 2011 Gas Pipeline Risk Assessment and reported the
results on August 26, 2011. The Assessment was broad-based and included issues associated
with GIMMS. Included were recommendations for: (1) more standardized records management,
(2) increased audits of gas pipeline processes and (3) improved visibility of the processes and
inspection results through training and reporting. This Assessment found GIMMS-related issues,
including the potential for inappropriate or unauthorized access by GIMMS users to system data
or tasks. Some of these findings are similar to control deficiencies identified in the 2007 GIMMS
Upgrade Audit.
GIMMS has fulfilled its initial objectives in assisting IPL in managing gas field operations and
in maintaining regulatory compliance. Much of the data summarized and submitted to the IUB
staff derives from GIMMS, which also serves as an important system for complying with
USDOT’s Pipeline and Hazardous Materials Safety Administration (PHMSA) regulations. IPL
has recognized opportunities for expanding GIMMS applications for improving data reliability
and for correcting control deficiencies.

C. Conclusions
1. IPL continues to comply with the IUB’s three directives from the 2005 Order
concerning gas code violations and related issues.
The Company has been filing Quarterly Reports as required by the initial Order, and as modified
by the 2007 Order. The reporting shows that IPL has continued to make improvements to its gas
system, and to improve compliance. IPL continues to use its consultant to survey its system, to
recommend additional test points, and to identify defects and needed improvements. IPL has
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filed the consultant’s reports as required by the IUB. As required by the February 24, 2005
Order, IPL filed testimony and supplemental information in its next gas rate case reporting on its
management of its gas safety program. The Board stated in its October 14, 2005 Order that it was
satisfied that IPL is making progress in completing the changes to its safety compliance program.
2. IPL has addressed the specific deficiencies identified in the 2005 Order.
IPL has continued to improve its management, systems and operations with regard to cathodicprotection in general and cathodic-protection test points in particular. The Company’s newly
established management positions have improved planning, implementation and oversight.
Responsibilities and accountabilities for regulatory compliance and reporting have been
established. Establishment of annual employee training was formalized and exams have
strengthened knowledge of standards, practices and procedures, including regulatory and recordkeeping requirements. A comprehensive Gas Inspection and Management Maintenance System
(GIMMS) now exists for all zones, and provides tracking and analytic capabilities for coderequired inspection, corrective action and maintenance activities. The management changes and
GIMMS implementation have focused attention on code compliance and provided useful data for
operations, maintenance and planning.
3. IPL is on track to complete 10-year Cathodic-Protection Test-Point Program.
The Program continues to meet the IUB’s requirements for improved code compliance and for
gaining useful information about the condition of the steel pipe. Completion status has reached
about 80 percent and the Company remains on track to meet the 2014 Program end date. On
average, IPL has added 584 test points per year during the time period 2005 to 2011, and
anticipates adding a similar number in 2012 through 2014. The productivity of the readings has
improved markedly: the average time to take cathodic-protection test-point readings has reduced
by more than 50% since the peak in 2005.
4. There has been a significant reduction in probable violations related to Corrosion
Control, in specific districts, but this is not necessarily a trend.
The last two years of data suggest that the percent of corrosion control occurrences, compared to
the total occurrences, has fallen significantly since 2007. It should be noted, however, that the
worst-performing or problem-prone districts may coincidently be inspected in the same year, as
part of the three-year inspection cycle of the 10 operating zones. The 2007 and 2010 data show a
notable decline in corrosion occurrences for the districts inspected in those years. There is
insufficient data, however, to conclude that this is a trend.
5. The Quarterly Reports have served the IUB’s original purposes, but may not remain as
relevant today as in the past. (Recommendation #1)
IPL has addressed the 2005 Order requirements and the on-going Quarterly Reports have
provided the IUB and its staff a window into the issues associated with cathodic-protection
including test-point additions and code compliance. The IUB’s Orders have heightened IPL
senior management attention to the importance of gas code and safety compliance. The VP –
Customer Operations (and later as the VP – Energy Delivery) submits signed affidavits attesting
to the accuracy and correctness of each of the reports. IPL representatives have observed that the
quarterly reporting had improved relations with the Board and IUB staff over the years. Seven
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years have passed since the initial Order; the Quarterly Reports are not as relevant and perhaps
not as necessary as in earlier years. Federal reporting requirements have been changing (Pipeline
and Hazardous Materials Safety Administration and Distribution Integrity Management Plan). It
is likely that the IUB will find new and different information useful.
6. The Cathodic-Protection Test-Point Program lacks gas system metrics that measure
performance results. (Recommendations #2 and #3)
The 10-year Cathodic-Protection Test-Point Program has addressed many IUB code-compliance
concerns, but IPL has not developed metrics that would assist in understanding how the annual
installation of test points and the increased number of annual readings have affected the gas
system. The Program’s O&M costs ran to about $2.2 million through 2011, and will continue to
grow through 2014. Liberty recognizes the benefits of improved gas-system knowledge that the
Program provides, but finds that a quantifiable understanding of these benefits will assist IPL in
optimizing the expenditures for this Program. Generally, good industry practice calls for
establishment of performance metrics as part of program and project planning, and for
expenditure prioritization and confirmation that benefits result.
Liberty attempted to correlate the installation and increasing cathodic-protection test-point
readings with the historic percent of lost and unaccounted for gas. The year-to-year variation and
plus and minus values in lost and unaccounted for gas suggests that the data is suspect and
therefore unreliable as a performance metric at this time.
7. GIMMS is an effective tool and has fulfilled its initial objectives in assisting IPL in
managing gas field operations and in maintaining regulatory compliance.
GIMMS serves as an important tool and has advanced IPL’s effectiveness in managing its gas
system. Much of the data summarized and submitted to the IUB staff derives from GIMMS.
GIMMS also comprises an important system for complying with federal PHMSA regulations.
IPL has recognized opportunities for expanding GIMMS applications for improving data
reliability and for correcting control deficiencies.

D. Recommendations
1. Initiate informal discussions with the IUB staff to discuss regulatory information
priorities. (Conclusion #5)
IPL and IUB staff now have an opportune time to begin informal discussions of regulatory
information priorities. Discussions could lay the groundwork for the IUB to revisit the
requirements for Quarterly Reports. IPL could, for example, report the numbers of probable
violation occurrences in addition to the number of citations by code that the IUB already tracks.
Occurrence data would provide a more granular and a geographic-specific indicator of gas
system performance. The occurrences data would be compatible with probable violations by
code, because IPL’s tracking of the probable violation occurrences is specific to IUB field
inspections and pipeline permit renewable reports.
2. Develop performance metrics for gas programs and projects. (Conclusion #6)
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The linkage between inputs and outputs forms an important aspect of understanding the costs and
benefits of programs and projects during the planning and expenditure prioritization.
Performance metrics serve as that decision-making linkage and as a tracking tool to measure
ongoing system improvements and achievement of goals. IPL will complete the CathodicProtection Test-Point Program by 2014; nevertheless, IPL may still usefully develop one or more
metrics that link the increased knowledge of the condition of its steel pipe with gas system
performance.
IPL should consider a number of existing and new metrics, including: (a) percent lost and
unaccounted for gas, (b) cathodic-protection test readings as a percent gas leak reports, repairs
and replacements, (c) numbers of cathodic-protection test readings as a percent of relevant O&M
and capital budget categories, and (d) numbers and ratios related to miles of cathodic-protection
mains and numbers of cathodic-protection services.
More broadly, IPL will benefit by using metrics to link O&M expenditures and capital
investments with long-term gas system performance/results. Performance metrics also form a
useful input for prioritizing program and project expenditures.
3. Determine the causes of the erratic behavior of the historic percent lost and
unaccounted for gas. (Conclusion #6)
IPL should assess the reasons for the year-to-year variation and plus and minus values of the
percent lost and unaccounted for gas (LAUFG) data. Accurate LAUFG data requires appropriate
and accurate customer metering, system/zone metering and city gate or purchase point metering.
(Please see related discussion about pipeline supplier meter accuracy testing in the Gas Supply
Chapter.)
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