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1800 M Street, N.W.  

Washington, D.C. 20036-5869 

202-467-7000

Fax: 202-467-7176

Morgan, Lewis 
&BockiuS LLP 

COUNSELORS AT LAW

Alvin H. Gutterman 
202-467-7468 

October 1,1996 

Document Control Desk 
U.S. Nuclear Regulatory Commission 
Washington, D.C. 20555 

Re: Wisconsin Power & Light Company (Kewaunee 
Nuclear Power Plant). NRC License No. DPR-43 

This letter is to formally advise the Nuclear 
Regulatory Commission ("NRC" or "the Commission") of the 
proposed business transaction contemplated by the Agreement and 
Plan of Merger ("Merger Agreement") dated November 10, 1995, as 
amended, between WPL Holdings, Inc. ("Holdings"), Interstate 
Power Corporation ("IPC") and IES Industries Inc.  
("Industries"). To the extent required by Section 184 of the 
Atomic Energy Act of 1954, as amended ("the Act," 42 U.S.C.  
§ 2011, aL aq.), Wisconsin Power & Light Company ("WPL") 
requests the Commission's consent to any transfer of indirect 
control of the possession only license held by WPL for Kewaunee 
Nuclear Power Plant ("Kewaunee"), NRC License No. DPR-43. The 
effectuation and timing of the merger transactions will depend 
upon the receipt of various federal and state regulatory 
approvals. Assuming all regulatory and shareholder approvals, 
the merger transactions will be effective on that date or as 
soon thereafter as all the required regulatory approvals are 
obtained. The parties anticipate completion of the merger 
transactions in the first half of 1997.  

Holdings, a Wisconsin corporation with its 
headquarters in Madison, Wisconsin, is an intrastate holding 
company owning electric and gas utilities, and other non
regulated entities engaged in power marketing and business 
development in the areas of affordable housing, environmental 
engineering and energy services. Holdings' principal 
subsidiary, WPL, also a Wisconsin corporation, provides 
electric, gas and water service in south-central Wisconsin.  
WPL serves approximately 370,000 electric retail and 140,000 
natural gas customers in more than 600 communities over 16,000 
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square miles of territory in south central Wisconsin. WPL's 
rates are subject to regulation by the Wisconsin Public Service 
Commission. WPL is also a minority owner and co-licensee of 
Kewaunee, NRC License No. DPR-43, issued pursuant to Section 
104(b) (42 U.S.C. § 2134(b)) of the Act. WPL owns a 41.0% 
interest in Kewaunee. Kewaunee is operated by its principal 
owner, Wisconsin Public Service Corporation. WPL plays no 
direct role in the operation or management of Kewaunee.  

Industries, an Iowa corporation with its headquarters 
in Cedar Rapids, Iowa, is an intrastate holding company owning 
electric and gas utilities and other non-regulated entities 
engaged in various businesses, including oil and natural gas 
production and marketing, independent power production, 
railroad and other transportation services in the Midwest, and 
local real estate development. Industries' principal 
subsidiary, IES Utilities Inc. ("IES"), provides electric and 
gas service to approximately 500,000 customers in Iowa. IES is 
also the principal owner and the operator of the Duane Arnold 
Energy Center ("DAEC") for which it holds License No. DPR-49 as 
a co-licensee with co-owners Central Iowa Power Cooperative and 
Corn Belt Power Cooperative.  

IPC, a Delaware corporation with its headquarters in 
Dubuque, Iowa, is an operating public utility providing 
electric and gas service to approximately 210,000 customers in 
portions of northwestern Illinois, northeastern Iowa, and 
southern Minnesota. IPC's only subsidiary, Interstate 
Development Company, Inc. is engaged principally in real estate 
acquisitions and sales.  

Pursuant to the Merger Agreement, (i) Industries will 
be merged with and into Holdings, with Holdings as the 
surviving corporation ("the Industries merger"); (ii) WPLH 
Acquisition Co., Inc., a wholly-owned subsidiary of Holdings 
incorporated in Wisconsin ("Acquisition"), will be merged with 
and into IPC, which merger ("the IPC merger") will result in 
IPC becoming a wholly-owned subsidiary of Holdings; and 
(iii) Holdings will then change its name to Interstate Energy 
Corporation ("Interstate").  

According to the terms of the Merger Agreement, 
Interstate's three utility subsidiaries, WPL, IPC, and IES, 
will remain separate utility companies for a minimum of three 
years after the combination takes place. The headquarters 

IES Utilities is submitting under separate cover its request 
for NRC consent, to the extent required under Section 184 of 
the Act, to any transfer of indirect control of its license 
for DAEC which may result from the proposed merger 
transactions.
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locations of Interstate's three utility subsidiaries will not 
be affected as a result of these transactions.  

A number of changes will be made in the Articles Of 
Incorporation and/or Bylaws of Holdings ' in connection with 
the merger, including: (1) a change in the name of Holdings to 
Interstate; (2) an increase in the authorized capital stock of 
Holdings to allow for the conversion of Industries and IPC 
common stock into Holdings common stock and to enable 
Interstate to issue additional shares in the future; and (3) a 
change in the authorized number of members of the Board of 
Directors to fifteen, initially comprised of six members each 
from Holdings and Industries, and three members from IPC.  

After the merger transactions, Mr. Lee Liu, Chairman 
and CEO of Industries, will become Chairman of Interstate; Mr.  
Wayne Stoppelmoor, Chairman and CEO of IPC, will serve as Vice 
Chairman of Interstate; and Mr. Erroll Davis, Jr., President 
and CEO of Holdings, will serve as Director, President and CEO 
of Interstate. Two years after the combination, Messrs. Liu 
and Stoppelmoor will step down and Mr. Davis will succeed Mr.  
Liu as Chairman. All of Interstate's fifteen directors will be 
U.S. citizens and will be identified prior to the consummation 
of the merger.  

It should be noted that (1) after consummation of the 
merger transactions, Holdings, renamed Interstate, will remain 
the corporate parent of WPL and the current shareholders of 
Holdings will become shareholders of Interstate; Interstate 
will continue to exercise direct control over WPL and indirect 
control over WPL's NRC license to own a portion of Kewaunee; 
Interstate will not be owned, controlled, or dominated by any 
alien, foreign corporation or foreign government; (2) WPL will 
continue to hold License No. DPR-43 and own its interest in 
Kewaunee; (3) no change in the management or operation of 
Kewaunee will result from the merger; (4) WPL will continue to 
be an "electric utility" within the meaning of 10 CFR § 50.2 
subject to regulation by the Public Service Commission of 
Wisconsin and the Federal Energy Regulatory Commission ("FERC") 
after the merger; (5) all of the individuals to be elected to 
the Board of Directors of Interstate will be U.S. Citizens; (6) 
the common stocks of Holdings, Industries and IPC are all 
widely held and no single person or entity currently owns 5% or 
more of the outstanding shares of any of these companies, so 
that upon consummation of the merger no former shareholder of 
any of the companies is expected to acquire more than 5% of the 
outstanding shares of common stock of Interstate; and (7) the 
merger has been reviewed by the Department of Justice pursuant 

2/ There will be no change in the Articles of Incorporation or 
Bylaws of WPL as a result of the merger transactions.
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to the Hart-Scott-Rodino Act, and is subject to the approval of 
the Public Service Commission of Wisconsin, the Iowa Utilities 
Board, the Minnesota Public Utilities Commission, the Illinois 
Commerce Commission, the FERC, the NRC,1 and the Securities 
and Exchange Commission.  

In our view, the transaction does not require any 
action on the part of the NRC with respect to License 
No. DPR-43. No direct or indirect transfer of control of 
License No. DPR-43, as contemplated by Section 184 of the Act 
and 10 CFR § 50.80, will occur as a result of the proposed 
merger. There will obviously be no "direct" transfer of 
control of an NRC license from one legal entity to another 
since WPL will continue to hold License No. DPR-43 and continue 
to own its interest in Kewaunee after the merger. There will 
also be no "indirect" transfer of control of the license since 
WPL will remain a wholly-owned subsidiary of Holdings (renamed 
Interstate) which will continue to be the "indirect" owner of 
the license by virtue of its ownership and control of WPL.  

This result is consistent with (a) the position 
apparently taken by the NRC in the past with respect to a 
licensee whose holding company parent acquired an additional 
utility subsidiary, ' and (b) the position taken by the NRC in 

IES is separately requesting NRC consent to any indirect 
transfer of control resulting from the Industries merger.  

In the past, the NRC has apparently taken the position that 
a corporate restructuring involving the establishment of a 
new holding company parent of a utility possessing an NRC 
license constitutes an indirect transfer of control of a 
license under Section 184, since the new parent company 
becomes an indirect owner of the license. See Wisconsin 
Public Service Corp., 53 Fed. Reg. 1692 (Jan. 21, 1988); 
Consumers Power Co., 52 Fed. Reg. 18,300 (May 14, 1987); 
Southern California Edison Co., 52 Fed. Reg. 46,694 (Dec. 9, 
1987); Iowa Electric Light & Power Co., 51 Fed. Reg. 23,010 
(June 24, 1986); Wisconsin Electric Power Co., 51 Fed. Reg.  
35,312 (Oct. 2, 1986). In all of those cases, the consent 
of the Commission was granted. See, eg., letter of June 
30, 1986, in NRC Docket No. 50-331 from Robert M. Bernero, 
Director, Division of BWR Licensing, Office of Nuclear 
Reactor Regulation, to Mr. Lee Liu, Chairman of the Board 
and Chief Executive Officer, IE. In contrast, in this case, 
no new corporate entity is being established. Holdings is, 
and will remain, the parent of WPL and indirect owner of 
License No. DPR-43 under its new name, Interstate.  

For example, in 1988, the Southern Company, a public utility 
(continued...)
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the past with respect to another licensee whose holding company 
parent merged with another holding company. 6 

Finally, since the Kewaunee license was issued under 
Section 104(b) of the Act, antitrust review of the transaction 
pursuant to Section 105(c)(1) and (5) of the Act (42 U.S.C.  
§ 2135(c)(1) and (5)) is not required. As specified in Section 
105(c)(2) of the Act (42 U.S.C. § 2135(c)(2)), those provisions 
apply only to licenses issued under Section 103 (42 U.S.C. § 
2133). See, Ft. Pierce Utils, Auth. v. United States, 606 F.2d 
986, 1000 (D.C. Cir.), cext. denied, 444 U.S. 842 (1979).2/ 

However, should the NRC believe that the proposed 
transactions entail an indirect transfer of control of WPL's 
license to own a portion of Kewaunee, WPL requests the 
Commission's consent to any such transfer and provides in 
Exhibit B the additional information specified in 10 CFR 
5H 50.80 and 30.34(b). Exhibit C contains a list of the 
current NRC licenses held by WPL.  

A copy of the Merger Agreement and the two amendments 
to it, along with the Proxy Statement and its supplement, are 
enclosed as Exhibit A. As noted, the parties contemplate that 
the merger will be effected, subject to regulatory and 
shareholder approval, by the first half of 1997. In the event 
the NRC has any questions or requires additional information, 
please contact the undersigned at your earliest convenience.  

(...continued) 
holding company with several utility subsidiaries holding 
NRC licenses (iLe. Alabama Power Company, Georgia Power 
Company), issued additional shares of common stock and 
acquired Savannah Electric & Power Company as part of a 
merger transaction. See Southern Company, Holding Company 
Act Release No. 24579, 40 SEC Docket No. 6 (CCH) 350 (Feb.  
12, 1988). No NRC consent was apparently obtained or 
required in connection with this transaction.  

In May 1991, NRC determined that no NRC action was required 
in connection with the merger of IE Industries, the holding 
company and parent of Iowa Electric Light and Power Company 
(owner and operator of DAEC) with Iowa Southern, Inc. See 
letter from T. Murley to L. Liu dated May 6, 1991, Dkt.  
No. 50-331.  

The NRC has recently confirmed that plants licensed under 
Section 104(b) are not subject to this antitrust review 
requirement. _eQ Safety Evaluation for Proposed 
Organization and Financial Restructuring of SDG&E, San 
Onofre Nuclear Generating Station, note 1, April 20, 1990.

I
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We will be pleased to cooperate fully in providing any 
additional information that the NRC may require.  

Sincerely, 

Alvin H. Gutterman 
Morgan, Lewis & Bockius LLP 
Attorneys for Wisconsin Power & Light Company 

cc: Regional Administrator - NRC Region III 
NRR Project Manager - Kewaunee 
NRC Senior Resident Inspector, Kewaunee 

Attachments: 
Affidavit to U.S. Nuclear Regulatory Commission 
Exhibit A - Proxy Statement and Merger Agreement Executed 

Between WPL Holding, Inc., Interstate Power 
Corp. and IES industries Inc., and Supplement 
to the Proxy Statement with Amendment No. 2 to 
the Merger Agreement.  

Exhibit B - Request for NRC Consent to Indirect Transfer 
of Control of License No. DPR-43

Exhibit C - Current NRC Licenses Held by WPL



UNITED STATES NUCLEAR REGULATORY COMMISSION

Wisconsin Power & Light Company Docket Nos. 50-305, 3009260 
3014155 and 3032136 

INDIRECT TRANSFER OF CONTROL OF NRC LICENSES 

Wisconsin Power & Light Company ("WPL"), a Wisconsin corporation, 

is seeking the Commission's consent, to the extent required by 

Section 184 of the Atomic Energy Act of 1954, and pursuant to 10 

CFR § 50.80 and 30.34(b), for transfer from WPL Holdings of 

indirect control over the NRC license currently held by WPL to 

Interstate Energy Corporation ("Interstate"). Exhibit A contains 

a copy of the merger agreement executed among WPL Holdings, Inc.  

("Holdings"), Interstate Power Corporation ("IPC"), and IES 

Industries Inc. ("Industries"). Exhibit B provides the necessary 

information to support the request for the Commission's consent 

to the transfer of indirect control. Exhibit C contains a list 

of WPL's NRC licenses.



This letter contains no Restricted Data or other Defense 

Information.  

Wisconsin Power & Light Company 

By: 

Daniel A. Doyl 
Vice President - Power Production 

On this 26th day of September, 1996 before me a notary 

public in and for said County, personally appeared Daniel A.  

Doyle, and being duly sworn acknowledged that he is authorized to 

execute this document on behalf of Wisconsin Power & Light 

Company, that he knows the contents thereof, and that to the best 

of his knowledge, information and belief the statements made in 

it are true and that it is not interposed for delay.  

Sandra L. Turk 
Notary Public, Dane County, WI 
My Commission expires 6/21/98



EXHIBIT B

Indirect Transfer of Control of NRC Licenses 

Information Requested by 

10 CFR Part 50, Section 50.80; and 

10 CFR Part 30, Section 30.34(b) 

for Transfer of License 

This submittal requests, to the extent required by Section 184 of 

the Atomic Energy Act of 1954, as amended ("the Act", 42 U.S.C.  

2011 et sea.), the consent of the Nuclear Regulatory Commission 

("NRC" or "the Commission"), pursuant to 10 CFR §§ 50.80, 

30.34(b) for transfer of indirect control over the NRC licenses 

currently held by Wisconsin Power & Light Company ("WPL") as 

listed in Exhibit C.  

I. DESCRIPTION OF THE PROPOSED MERGER TRANSACTIONS 

On November 10, 1995, WPL Holdings, Inc. ("Holdings"), IES 

Industries Inc. ("Industries"), and Interstate Power Company 

("IPC"), executed an Agreement and Plan of Merger ("Merger 

Agreement"). WPL is a wholly-owned subsidiary of Holdings.  

IES Utilities ("IES") is a wholly-owned subsidiary of 

Industries. This merger will enable IES, WPL and IPC to 

provide more efficient and economic utility services,



thereby benefitting the customers and shareholders, and the 

communities in which IES, WPL and IPC provide utility 

services.  

Holdings, a Wisconsin corporation with its headquarters in 

Madison, Wisconsin, is an intrastate holding company owning 

electric and gas utilities, and other non-regulated entities 

engaged in power marketing and business development in the 

areas of affordable housing, environmental engineering and 

energy services. Holdings' principal subsidiary, WPL, 

provides electric, gas and water service in south-central 

Wisconsin. WPL serves approximately 370,000 electric retail 

and 140,000 natural gas customers in more than 600 

communities over 16,000 square miles of territory in south

central Wisconsin. WPL's rates are subject to the Wisconsin 

Public Service Commission. WPL is a minority owner and co

licensee of the Kewaunee Nuclear Power Plant ("Kewaunee"), 

NRC License No. DPR-43, and holds materials license, as 

identified in Appendix C.  

Industries, an Iowa corporation with its headquarters in 

Cedar Rapids, Iowa, is an intrastate holding company owning 

electric and gas utilities and other non-regulated entities 

engaged in various businesses, including oil and natural gas 

production and marketing, independent power production, 

railroad and other transportation services in the Midwest,

2
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and local real estate development. Industries' principal 

subsidiary, IES, provides electric and gas service to 

approximately 500,000 customers in Iowa. IES is also the 

principal owner and the operator of the Duane Arnold Energy 

Center (DAEC) for which it holds License No. DPR-49 as a co

licensee with co-owners Central Iowa Power Cooperative and 

Corn Belt Power Corporation.  

IPC, a Delaware corporation with its headquarters in 

Dubuque, Iowa, is an operating public utility providing 

electric and gas service to approximately 210,000 customers 

in portions of northwestern Illinois, northeastern Iowa, and 

southern Minnesota. IPC has one subsidiary, IPC Development 

Company, Inc. engaged in real estate acquisitions and sales.  

Neither IPC nor Interstate Development possesses any NRC 

materials licenses.  

Under the Merger Agreement, Industries will merge into 

Holdings. Also, in connection with this merger, IPC will 

merge with a newly created subsidiary of Holdings. IPC will 

survive as a subsidiary of Holdings. Holdings will then 

change its name to Interstate Energy Corporation 

("Interstate"), which will become a registered holding 

company under the Public Utility Holding Company Act. Upon 

completion of the merger transactions, WPL, IES and IPC will 

become separate, wholly-owned subsidiaries of Interstate.

3



Also as a result of the merger, the non-regulated 

subsidiaries of Holdings and Industries will become 

organized under a separate, wholly-owned, non-regulated 

subsidiary of Interstate. Figures A-1 and A-2 show the 

organizational structure before and after the merger 

agreement.  

The merger transactions will be a merger of equals.- Thus, 

upon completion of the transactions, the former stockholders 

of Industries and IPC will become stockholders of Holdings.  

All Holdings stockholders will then exchange their shares 

for shares of Interstate. WPL, IES and IPC will be wholly

owned subsidiaries of Interstate.  

In addition to the approvals required from the NRC, the 

proposed merger will require the following major regulatory 

approvals: 

Federal Approvals 

1. Federal Energy Regulatory Commission (FERC). The 

parties are required to obtain authorization and 

Holders of common stock of Industries will exchange their 
shares for 1.14 shares of Holdings. IPC shareholders will 
exchange their shares for 1.11 shares of Holdings. Each 
share of Holdings common stock will be transferred into 
exactly one share of Interstate stock when Holdings changes 
its name to Interstate.

4



approval of the merger from FERC. Application for this 

approval was submitted on March 1, 1996. On June 4, 

1996, the parties filed a supplement to the original 

application. On July 29, 1996, the parties filed a 

Second Supplemental Application. On September 12, 

1996, the parties filed a Third Supplemental 

Application.  

2. Securities and Exchange Commission (SEC). On July 11, 

1996, the parties filed an immediately-effective S-4 

registration under the Securities Act. After the 

execution of Amendment No. 2 to the Merger Agreement, 

the parties again filed an S-4 registration on August 

19, 1996. On August 22, 1996, following the filing of 

an amendment, the S-4 was declared effective by the 

SEC. On July 26, 1996, the parties filed form U-1, 

requesting approval of acquisition of securities and 

utility assets under Sections 9 and 10 of PUHCA.  

Immediately prior to consummation of the merger, the 

parties will file for U-5A notification of registration 

as a holding company. Within 90 days of that 

notification, the parties will file the required 

registration statement, form U-5B.  

3. Department of Justice/Federal Trade Commission. The

5

parties to the transactions filed Premerger
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Notification and Report Forms with the Federal Trade 

Commission and the Antitrust Division of the Department 

of Justice, as required by the Hart-Scott-Rodino 

Antitrust Improvements Act of 1976 (HSR Act), on June 

7, 1996. The statutorily mandated 30-day waiting 

period expired without the issuance of a Request for 

Additional Information at 11:59 p.m. on July 7, 1996.  

The requirements of the HSR Act thus no longer are an 

impediment to consummation of the proposed transaction 

and there are no remaining obligations under the 

antitrust laws that must be satisfied in order to 

consummate the transaction.  

State Approvals 

1. Public Service Commission of Wisconsin. The parties 

filed for approval of the holding company structure and 

for approval of the merger on March 1, 1996.  

2. Minnesota Public Utilities Commission. The parties 

filed for approval of the merger on March 1, 1996.  

3. Iowa Utilities Board. The parties submitted an 

application for approval of the merger on March 6, 

1996. That application was subsequently withdrawn on

6



May 1, 1996, pending re-filing after completion of the 

proposed operating and service agreements.  

4. Illinois Commerce Commission. The parties filed for 

approval of the merger on March 7, 1996.  

II. REQUESTED CONSENT 

The merger described in this request does not require any 

change in the design, operation, technical specifications, 

or conditions of the licenses of Kewaunee. However, it does 

expand the ownership of WPL from Holdings' current 

shareholders to include the combined former shareholders of 

Holdings, Industries, and IPC. Additionally, Holdings will 

change its name to Interstate. Accordingly, to the extent 

required by Section 184 of the Act, WPL requests the timely 

consent of the NRC, pursuant to 10 CFR HS 50.80 and 30.34(b) 

for transfer of indirect control over the NRC licenses 

currently held by WPL.  

10 CFR § 50.80 requires an application for transfer of a 

license to include as much of the information with respect 

to the identity and technical and financial qualifications 

of the proposed transferee as would be required if the 

application were for an initial license under that Part.

7
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While 10 CFR § 30.34(b) does not specify the particular 

information required for a license transfer, the information 

requested in Information Notice 89-25 Rev. 1 is provided 

within this request for consent. The information required 

by these provisions is set forth below. This information 

demonstrates that WPL remains qualified to be the holder of 

its license for Kewaunee and that any transfer of indirect 

control to Interstate is consistent with all applicable 

provisions of law, NRC regulations, and orders issued by the 

Commission.  

III. INFORMATION PER 10 CFR SECTIONS 50.33 AND 30,34(B) 

A. Name of Licensee: 

Wisconsin Power and Light Company 

B. Address of Applicant: 

Wisconsin Power and Light Company 

222 West Washington Avenue 

Madison, WI 53703 

C. Description of Business or Occupation of Licensee:

8
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WPL, a Wisconsin corporation, is a wholly-owned 

subsidiary of Holdings. While also a holding company, 

WPL is predominately a utility company exempt from 

registration under PUHCA. WPL provides electric energy 

and gas in Southern and Central Wisconsin. WPL is 

engaged principally in generating, purchasing, 

distributing and selling electric energy at retail and 

at wholesale.  

D. Organization and Management of Licensee 

WPL is a wholly-owned subsidiary of Holdings. Upon 

consummation of the merger transactions, WPL will 

remain a wholly-owned subsidiary of Holdings (renamed 

Interstate). WPL plays no direct role in the 

operations or management of Kewaunee. WPL's principal 

offices will remain in Madison, WI.  

The current principal officers of WPL, who are all 

citizens of the United States, and can be reached at 

222 West Washington Avenue, Madison, WI, 53703, are as 

set forth below: 

Mr. Erroll B. Davis, Jr.  
President & Chief Executive Officer 

A.J. (Nino) Amato 
Senior Vice President 

William D. Harvey 
Senior Vice President

9
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Elliot G. Protsch 
Senior Vice President 

Edward M. Gleason 
Corporate Secretary, Controller and Treasurer 

Daniel A. Doyle 
Vice President-Power Production and Wholesale Services 

Barbara J. Swan 
Vice President and General Counsel 

Pamela J. Wegner 
Vice President - Information Technology 

and Administration 

Kim K. Zuhlke 
Vice President - Customer Sales & Service 

The current directors of WPL, who are also citizens of 

the United States, and can be reached at 222 West 

Washington Avenue, Madison, WI, 53703, are as set forth 

below: 

Erroll B. Davis, Jr.  

Katharine C. Lyall 

Henry F. Scheig 

Milton E. Neshek 

Henry C. Prange 

Carol T. Toussaint 

Rockne G. Flowers 

L. David Carley 

Judith D. Pyle 

Donald R. Haldeman 

The Merger Agreement provides that, at the time 

Holdings becomes Interstate, the Board of Directors of
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Interstate will be comprised of 15 members, divided 

into three classes of 5 members each. Of the 15 

members, 6 will be designated by Holdings, 6 will be 

designated by Industries, and 3 will be designated by 

IPC. The first class of directors will serve for a 

1-year term. The second class will serve for a 2-year 

term. The third class will serve for a 3-year term.  

After the merger transactions, Mr. Lee Liu, Chairman 

and CEO of Industries, will become Chairman of 

Interstate; Mr. Wayne Stoppelmoor, Chairman and CEO of 

IPC, will serve as Vice Chairman of Interstate, and Mr.  

Davis, President and CEO of Holdings, will serve as 

Director, President and CEO of Interstate. The 

remainder of the Interstate Board of Directors, upon 

consummation of the merger, will be identified prior to 

the consummation of the merger. All of the Directors 

will be U.S. citizens.  

Following the proposed business combination and 

transfer, Interstate will not be owned, controlled, or 

dominated by any alien, foreign corporation or foreign 

government. WPL is not acting as agent or 

representative of any other person in this request for 

a license transfer.

11
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IV. INFORMATION PER 10 CFR SECTIONS 50.33(f) AND 30.34(b) 

FINANCIAL QUALIFICATIONS 

As specified in Facility Operating License DPR-43, WPL is 

licensed, pursuant to Section 104(b) of the Act and 10 CFR 

Part 50, to own a portion of Kewaunee. 10 CFR § 50.33(f) 

exempts "electric utilities" licensed pursuant to Section 

103 or Subsection 104(b) of the Act from the requirement to 

demonstrate financial qualifications. Moreover, WPL is and 

will remain an "electric utility" within the meaning of 

10 CFR § 50.2 following consummation of the merger, in that 

it will remain an "entity that generates or distributes 

electricity and which recovers the cost of this electricity, 

either directly or indirectly, through rates established by 

the entity itself or by a separate regulatory authority".  

The business of WPL will remain essentially unchanged upon 

consummation of the merger and it will continue to be 

regulated by the Public Service Commission of Wisconsin and 

the FERC.  

The merger, therefore, will not adversely affect WPL's 

ability to obtain the funds necessary to cover its share of 

costs for the safe operation, maintenance, repair, 

decontamination and decommissioning of Kewaunee. WPL's 

liability for such costs and for its obligations under 10 

CFR Part 140 and 10 CFR § 50.54(w) will not be affected by 

the merger.

12
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Although WPL is exempt from the requirement to submit 

financial qualification information in accordance with 

10 CFR § 50.33(f), additional information pertaining to 

decommissioning funding is provided in Section VI below.  

V. INFORMATION PER 10 CFR PART 50, SECTIONS 50,33(i) AND 50.37 

- AGREEMENT LIMITING ACCESS TO RESTRICTED DATA 

This request does not contain any Restricted Data or other 

classified Defense Information and it is not expected that 

any such information will become involved.  

VI. INFORMATION PER 10 CFR PART 50, SECTION 50,33(k) AND 10 CFR 

PART 30, SECTION 30,34(b) - DECOMMISSIONING 

As explained above, the financial qualifications of WPL will 

not be adversely affected by the proposed merger.  

Similarly, the merger will not affect the ability of WPL to 

ensure funds necessary to cover its share of the costs for 

decontamination and decommissioning of Kewaunee. No changes 

in the decommissioning funding plan are anticipated due to 

this proposed action. However, to provide additional 

assurance of the availability of funds for decommissioning, 

WPL agrees to provide the Director of Nuclear Reactor 

Regulation a copy of its application to any other regulatory 

authority, at the time it is filed, to transfer (excluding 

13
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grants of a security interest or liens) from WPL to 

Interstate or any other corporate affiliate, facilities for 

the production, transmission or distribution of electric 

energy having a depreciated book value exceeding one percent 

(1%) of WPL's consolidated net utility plant as recorded on 

its books of accounts.  

VII. INFORMATION PER 10 CFR PART 50.SECTION 50.34 AND 10 CFR PART 

30. SECTION 30.34(b) - TECHNICAL QUALIFICATIONS 

This submittal does not involve a request for any change in 

the design or operation of Kewaunee, nor any change in the 

terms and conditions of the existing license or technical 

specifications. WPL does not have a direct role in the 

operation or management of the facility. Wisconsin Public 

Service Corporation, the owner and licensed operator of 

Kewaunee, will not be affected by this merger. There will 

be no changes in the management or operations of Kewaunee as 

a result of this merger.  

VIII. INFORMATION FOR ANTITRUST REVIEW PER 10 CFR PART 50, 

SECTION 50,80(b) 

As noted above, WPL is licensed, pursuant to Section 104(b) 

of the Act to own a portion of Kewaunee. Accordingly, the 

antitrust information required by 10 CFR § 50.33a, for 

14



transfer of a license is not required.!/ The merger is, of 

course, subject to separate federal antitrust reviews 

addressing its potential effect on competition. This is 

among the issues that will be considered by the FERC, and 

certain state regulatory agencies. As noted above, the 

parties filed appropriate notifications to the FERC and DOJ 

under the HSR Act. The requirements of the HSR Act are no 

longer an impediment to this merger.  

IX. EFFECTIVE DATE 

Consummation of the business combination requires the 

approval of other regulatory agencies identified in 

Section I above. Industries, Holdings and IPC intend that 

the business combination will take place as soon as possible 

after all regulatory and shareholder approvals have been 

obtained. WPL requests that the NRC review this request, to 

the extent NRC consent is required, on a schedule that will 

permit final action on it as promptly as possible and in any 

event before January 1, 1997.  

2/ The NRC has recently confirmed that Section 104(b) plants 
are not subject to this antitrust review requirement. See 
Safety Evaluation for Proposed Organization and Financial 
Restructuring of SDG&E, San Onofre Nuclear Generating 
Station, note 1, April 20, 1995.
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EXHIBIT C

The following NRC Licenses are currently held by WPL: 

Facility Operating License

Kewaunee Nuclear Power Plant 

Docket No. 50-305 License No. DPR-43 

Materials Licenses

1) License #48-18772-02, Docket #3014155, Edgewater Generating 

Station, 3739 Lakeshore Drive, Sheboygan, WI, License 

expires 3/31/2001 

2) License #48-26304-01, Docket #3032136, Nelson-Dewey 

Generating Station, Cassville, WI, License expired 7/30/96, 

but is under timely renewal 

3) License #48-15518-01, Docket #3009260, Colubmia Energy 

Center, Portage, WI. License expires 4/30/2000.
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WPL oldigs, nc.222 West Washington Avenue WPL Holdings, Inc. "2568 
The parent of Wisconsin Power and Light Company Madison WI 53701-2568 
and Heartland Development Corporation 608/252-4888 

Erroll B. Davis, Jr.  
President and Chief 

Executive Officer 

July 23, 1996 

Dear WPL Holdings, Inc. Shareowner: 

We extend a cordial invitation to you to join us at the 1996 Annual Meeting of Shareowners of 

WPL Holdings, Inc. ("WPLH"). The WPLH Annual Meeting will be held immediately following the 

Annual Meeting of Shareowners of Wisconsin Power and Light Company at the Exhibition Hall at the 

Dane County Expo Center, 1881 Expo Mall, Madison, Wisconsin, on September 5, 1996, at 10:00 a.m.  

(Central Time). A lunch will be served following the meeting.  

At this important meeting, the WPLH shareowners will be asked to approve a strategic three-way 

business combination among WPLH, Cedar Rapids, Iowa-based IES Industries Inc. ("IES") and 

Dubuque, Iowa-based Interstate Power Company ("IPC"). WPLH, as the surviving holding company 

in the merger transaction, will be renamed Interstate Energy Corporation.  . The utility industry continues to undergo rapid change and is becoming increasingly competitive.  

This new environment, driven by regulatory changes at the federal and state levels and by technologi

cal advances, has and will continue to alter in a fundamental way the manner in which the entire 

utility industry does business. Your Board of Directors believes that the proposed combination with 

IES and IPC will result in a combined business that will be well-positioned to compete in this new 

environment.  

Following consummation of the mergers, each share of WPLH common stock you own will repre

sent one share of Interstate Energy Corporation common stock. As a shareowner of WPLH, you will not 

need to exchange your WPLH stock certificates. In the mergers, each share of IES common stock will be 

converted into 1.01 shares of Interstate Energy Corporation common stock and each share of IPC 

common stock will be converted into 1.11 shares of Interstate Energy Corporation common stock. As 

described in greater detail in the attached Joint Proxy Statement/Prospectus, the shares of WPLH 

common stock issued in the mergers are expected to have attached thereto associated rights to purchase 

common stock. Your Board has received a written opinion from its financial advisor, Merrill Lynch, 

Pierce, Fenner & Smith Incorporated, dated November 10, 1995, which was confirmed in a written 

opinion dated the date of the attached Joint Proxy Statement/Prospectus, to the effect that, as of such 

dates, and based upon the assumptions made, matters considered and limits of review as set forth in 

such opinions, the foregoing exchange ratios, taken together, are fair, from a financial point of view, to 

WPLH. Wisconsin law does not provide shareowners of WPIJH with statutory dissenters' rights in 

connection with the mergers.  

Approval of the combination by the shareowners of WPLH, IES and IPC entitled to vote thereon 

is a condition to the completion of the transaction. In addition, the transaction will be consummated 

only after certain regulatory approvals are received and other conditions are satisfied or waived. If all 

required approvals are received, it is presently anticipated that the proposed combination will be 

completed during the first half of 1997.  

At the WPLH Annual Meeting, you will also be asked to consider and vote upon certain proposed 

amendments to the Restated Articles of Incorporation of WPLH, the election of three directors for 

terms expiring at the 1999 Annual Meeting of Shareowners, and the appointment of Arthur Andersen



LLP as the independent auditors of WPLH for the year ending December 31, 1996. The amendments 
to the Restated Articles are necessary to effect the name change from WPLH to Interstate Energy i 
Corporation and to ensure that Interstate Energy Corporation will have sufficient authorized but 
unissued shares of common stock to complete the proposed combination, as well as to provide 
Interstate Energy Corporation with the flexibility to issue shares in the future when the need arises 
without the delay of having to obtain shareowner approval to authorize the issuance if not otherwise 
required.  

Each of the proposals to be considered at the WPLH Annual Meeting is described in greater detail 
in the accompanying Notice and Joint Proxy Statement/Prospectus and its various attachments. I 
encourage you to read these materials carefully.  

The Board of Directors of WPLH has carefully reviewed and considered the terms and conditions of the 
proposals to be voted upon at the WPLH Annual Meeting and believes that they are in the best interests of 
WPLH and its shareowners, and unanimously recommends that shareowners vote "FOR" each of the 
proposals described in the attached Joint Proxy Statement/Prospectus.  

Your vote is important no matter how many shares you hold. Whether or not you plan to attend 
the WPLH Annual Meeting, please fill out, sign and date the enclosed proxy card, and return it 
promptly in the accompanying envelope, which requires no postage if mailed in the United States. If 
you plan to join us at the WPLH Annual Meeting, please indicate the names of the individuals who will 
be attending on the enclosed proxy card reservation form. To help with directions to the site for the 
WPLH Annual Meeting, a map is provided on the last page of this document for your reference.  
Parking will be available to you at no charge.  

If you have any questions about the WPLH Annual Meeting, please call Shareowner Services at 
608-252-3110 (local) or 1-800-356-5343 (toll-free).  

Sincerely, 

Erroll B. Davis, Jr.  
President and Chief Executive Officer



222 West Washington Avenue WPL-H dn ,PO Box 2568 The parent of Wisconsin Power and Light Company 
and Heartland Development Corporation Madison WI 53701-2568 

608/252-4888 

NOTICE OF ANNUAL MEETING OF SHAREOWNERS 

Directly following the 10:00 a.m. Annual Meeting of Shareowners 
of Wisconsin Power and Light Company, September 5, 1996 

The Annual Meeting of Shareowners of WPL Holdings, Inc., a Wisconsin corporation ("WPLH"), 
will be held at the Exhibition':Hall at the Dane County Expo Center, 1881 Expo Mall, Madison, 
Wisconsin, on September 5, 1996, directly following the 10:00 a.m., Central Time, Annual Meeting of 
Shareowners of Wisconsin Power and Light Company, for the following purposes, all of which are more 
fully described in the accompanying Joint Proxy Statement/Prospectus: 

1. To consider and vote upon a proposal to approve the Agreement and Plan of Merger, dated as 
of November 10, 1995, as amended (together with a-related Plan of Merger, the "Merger 
Agreement"), among WPLH, IES Industries Inc., an Iowa corporation ('IES"),' Interstate 
Power Company, a Delaware corporation ("IPC."), WPLHAcquisition Co., a.Wisconsin corpo
ration and wholly-owned subsidiary of WPLH, and Interstate Power Company, a Wisconsin 
corporation and wholly-owned subsidiary of IPC, a.copy of which is attached as-Annex A to 
the accompanying Joint Proxy Statement/Prospectus, and the transactions contemplated 
thereby, including, among other things, the issuance of shares of common stock of WPLH (to 

* be renamed Interstate Energy Corporation) pursuant to the terms of the Merger Agreement.  

2. To consider and vote upon a proposal to approve amendments to the Restated Articles of Incorpo
ration of WPLH (a) to change the name of WPLH to Interstate Energy Corporation (the "Name 
Change Amendment") and (b) to increase the number of shares of common stock of WPLH 
authorized for issuance from 100,000,000 to 200,000,000 ("the Common Stock Amendment," and 
together with the Name Change Amendment, the "WPLH Charter Amendments").  

3. To elect a total of three directors for terms expiring at the 1999 Annual Meeting of Shareowners.  

4. To appoint Arthur Andersen LLP as independent auditors for the year ending December 31, 1996.  

5. To consider and act upon any other business that may properly come before the meeting or 
any adjournment or postponement thereof.  

Only the holders of common stock of record on the books of WPLH at the close of business on 
July 10, 1996, are entitled to vote at the meeting or any adjournment or postponement thereof. All 
such shareowners are requested to be present at the meeting in person or by proxy, so that the 
presence of a quorum may be assured.  

Approval of proposals 1 and 2 are conditions to the consummation of the transactions contem
plated by the Merger Agreement. If approved by shareowners, each of the WPLH Charter Amend
ments will become effective only if the transactions contemplated by the Merger Agreement are 
consummated. As described in greater detail in the attached Joint Proxy Statement/Prospectus, the 
shares of WPLH common stock issued in the mergers are expected to have attached thereto associated 
rights to purchase common stock.  

Please sign and return.your proxy immediately. If you attend the meeting, you may withdraw your proxy 
at the registration desk and vote in person. All shareowners are urged to return -their proxies promptly.



Your proxy covers all of your shares of common stock of WPLH. For present or past employees of 
WPLH or Wisconsin Power and Light Company, your proxy includes any shares held for your account 
under WPLWs Dividend Reinvestment and Stock Purchase Plan. For shares credited to an account 
under the; Wisconsin Power and Light Company Employees' Retirement Savings Plan (formerly the 
Employees' Long Range Savings and Investment Plan), you will receive a form of proxy from the 
trustee of the plan.  

A copy of the 1995 Annual Report of WPLH has previously been sent to you.  

By Order of the Board of Directors 

Edward M. Gleason 
Vice President, Treasurer and Corporate 

:Secretary 

Madison, Wisconsin 
July 23, 1996 

YOUR VOTE IS IMPORTANT NO MATTER HOW LARGE OR SMALL YOUR HOLDINGS MAY BE. TO 
ASSURE YOUR REPRESENTATION AT THE ANNUAL MEETING, PLEASE DATE THE ENCLOSED 
PROXY, WHICH IS SOLICITED BY THE BOARD OF DIRECTORS OF WPLH, SIGN EXACTLY AS 
YOUR NAME APPEARS THEREON AND RETURN IMMEDIATELY.



JOINT PROXY STATEMENT 
OF 

WPL HOLDINGS, INC., 
IES INDUSTRIES INC.  

AND 
INTERSTATE POWER COMPANY 

(a Delaware corporation)..  

PROSPECTUS 
OF 

WPL HOLDINGS, INC.  
to be renamed I 

INTERSTATE ENERGY CORPORATION INTER sTATE POWER COMPANY 

(a Wisconsin corporation) and. (a Wiscon sin ooration) 

relating to shares of common stock relating to shares of pre 

(and accompanying common stock 

purchase rights) .  

This Joint Proxy Statem nt/Prospetus relates d co WPL Holdingsinc, IE Industries Inc.  

d Interstate'.Power Company into a single entity to be known after the. combination 'as' Interstate Energy Corporation.  

doItae oom inh uity ssidiaries ofInterstate Energy Corporation (Wisconsin Power and Light Company, 

1m Utilities Inc. and Interstate Power Company) will continue to operate as separate entities. Set forth below are 

ScUiosures reland teroposed mergers and certain related transactions contemplated by the Agreement and Plan of 

sclosures relating to (iWh prpsdmresa ce h tareaePlnoMegrte"egeAreet),b 

erger, dated as of November 10, 1995, as amended (together with a related Plan of Merger, the "Merger Agreement"), by 

d among WPL Holdings, Inc., a holding company incorporated under the laws of the State of Wisconsin ("WPLH"), 

S Industries Inc., a holding company incorporated under the laws of the State of Iowa ("IES"), Interstate PowerCompany, 

;I operating public utility incorporated under the laws of the State of Delaware ("IPC")i WPLH Acquisition Co., a wholly

vned subsidiary of WPLH incorporated under the laws of the State of Wisconsin ("Acquisition)) and Interstate Power 

ompany, a wholly-owned subsidiary of IPC incorporated under the laws of the State of Wisconsin.(New IPC"), and I . (ii othe 

lection of directors.and certain other. matters related .to the annual meetings of eachaef eLH,nIES and IPC.'The other 

iatters to be considered at the annual meetings include: (i) in the case of WPLH, the approval of charter amendments 

uthorizing the change in corporate'name toInterstate Energy Corporation and increasing the number of authorized shares 

f common stock, the appointment ofimdependent auditors, and the transaction of any other business properly brought 

',eforethe-meeting; (ii) in the case of IES, the transaction of any other business properly brought before the meeting; and 

ifJ Intheeinge of IPC, the approval ofachartei am oendment providing the holders of preferred stock of IPC with specified 

int s ofid IPCthe anaciol of acharter 'business' properly brought before the meeting.

ron nsuiat of tomergers pr. ohe bi inthe Merger Agreement, WPLH(which will be renaied Interstate 

, :Cor 'edntriinati iterstate Enrerb r" "at od pfirtosu h time) will be the holding-company of the utility and other 

Cubsidiaries of WPLH, including Wisconsin Powr nd Light Cop ia a Wisconsin corporation ("WP&L"), the utility and 

Aub sidia es 'fIES,including TES Utiliti erT.nd:an i6w iorporation ("Utilities") (which,'if required for regulatory 

~othe ilbeiaief ESitiudino IES Utilitieshe. 'a corp6rairp 'which will be a wholly-dwned'subsidiary of IES incor

porei l bder the lav the State o IS U tilities") andIPC (which, if'required'for regulatory reasons, will 

be iiner with aSdtiateeW scois 
eof 

pr&ahI.On, New IPC). 'Interstate' Energy will be'a registered public utility holding 

cbmp yb d th Pi blic'Utilitkoling CorpyiACt of 1935, asamended (the "1935 Act"). See "Regulatory Matters.  

0 n Under thePriblic'Utilifalliling Copanyus Acrter as eg" shall irefertoWL frmadatethefctv 

As'usl in this Jointi Proxy Stateinit/Prospectus, "Iterstate Enerro ad after the ffective 

t -n'~fthe mergers jnrovided 'fr.in'h Megrgemn..  

e e tersnativestrcture describedbelow, the Mrger Agreement provides',for (i) the merger of IES with and 

into whiaerg will' result in the combition of erLH and IES as a ingle company (the"IES Merger"), 

pirsu LHt to which eac o wutstanding share of commonstock, no par value, of IES ("IES Common Stock) (other than shares 

held by IES shareoters dho perfect dissenters' rights under applicable state law '("IES Dissenting Shares"), and -other 

than shares owned by sLH, 'IES.orIPC or any'of'theirrespective .subsidiaries,..which shares will be caicelled) will be 

conveted into the right to receive 1.01 shares (the "IES Ratio") of common stock, par value $.01 per share, of Interstate 

neriy ("Interstate Energy Common S ck"); and (ii) the merger of Acquisition with and into IPC,.which merger will result 

in IPC becoming a subsidiary of Interstate Energy (the "IPC Direct Merger".), pursuant to which (a) each outstanding share 

of cImmon stock, par value $350 per share, of IPC ("IPC Common Stock") (other than shares owned by WPLH, IES or IPC 

or any of their respective subsidiaries, which shares will becancelled) will be converted into the right to receive .1.11 shares 

(the a oIPC Ratio," and together with''the IES Ratio, 'the "Ratios") of Interstate Energy Common Stock and (b) each 

outstanding share of preferred stock, par value $50 per share, of IPC ("IPC Preferred Stock") (other than shares held by 

IPC preferred stockholders who perfect dissenters' rights under applicable state law ("IPC Dissenting Shares")) will remain 

outstanding and shall be unchanged thereby (including with respect to the additional voting rights proposed to be approved 

at the IPC annual meeting). Unless regulatory requirements require the foregoing transactions to be consummated 

pursuant to the alternate structure described below, such transactions will be effected in the manner described above.  

[Cover page is continued on the following page] 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES OAND EXCHANGE 

.MMISSION OR -ANY STATE SECURITIES COMMISSION NOR' 'HAS -THE COMMISSION' OR ANY STATE 

ECURITIES COMMISSION '?ASSED' UPON 'THE ACCURACY',OR ADEQUACY OF THIS JOINT PROXY 

STATEMENT/PROSPECTUS.SANY REPRESENTATION TO THE CONTRARY IS ACRIMINAL OFFENSE.  

This Joint Proxy Statement/Prospectus and accompanying forms of proxy are first being mailed to shareowners of 

WPLH, IES and IPC on or about July 23, 1996.  

The date of this Joint Proxy Statement/Prospectus is July 11, 1996.



The Merger Agreement provides, however, that if, prior to the consummation of the transactions described above, the companies determine that certain regulatory requirements mandate that the utility subsidiaries of Interstate Energy be Wisconsin corporations, the transactions will be consummated in a manner designed to comply with such regulatory requirements. In that event, the (i) IES Merger will be effected as described above and (ii) Utilities will be merged with an into;New Utilities (the "Utilities Reincorporation Merger"), pursuant to which each outstanding share of common stocl $2.50 par value, of Utilities ("Utilities Common Stock'') will be converted into one share of common stock, $2.50 par value, ,o New Utilities ("New Utilities Common Stock"). If the Utilities Reincorporation Merger is to be consummated, it is currently anticipated that the shares of cumulative preferred stock, $50 par value, of Utilities ("Utilities Preferred Stock") then outstanding will be redeemed by Utilities prior to the consummation of such merger. Redemption of the Utilities Preferred Stock is not expected to'occur as part of the transactions contemplated hereby if the*Utilities Reincorporation Merger is not required-to.be effected. If the Utilities Reincorporation Merger is not effected, the Utilities Preferred Stock will remain outstanding and unchanged as a result of the transactions described herein. See "Summary -- The Parties -- IES," "Summary - The Mergers" and "The Mergers - Redemption of Utilities Preferred Stock." In addition, the merger involving IPC will be reconstituted to provide for: (i) the merger of IPC.with and into New IPC (the "IPC Reincorporation Merger") pursuant to which (a) each outstanding share of IPC Common Stock (other than shares owned by WPLH, IES or IPC or any of their respective subsidiaries, which shares will be cancelled) will be converted into one share of common stock, par value $3.50 per share, of New IPC ("New IPC Common Stock") and (b) each outstanding share of IPC Preferred Stock (other than IPC Dissenting Shares) will be converted into one share of preferied stock, par value $50 per share, of New IPC ("New IPC'Preferred Stock") with terms (including dividend rates) and designations under New IPC's Restated Articles of Incorporation (the "New IPC Charter") substantially identical to those of IPC's Preferred Stock under IPC's Restated Certificate of Incorporation (th6"IPC Charter"), including the additional voting rights proposed to be approved at the IPC' annual meeting; and (ii) the merger of Acquisition with and into New IPC, which'merger will result in New IPC becoming a subsidiary of Interstate Energy (the "IPC Merger"), pursuant to which (a) each outstanding share of New IPC Common Stock (other-than shares owned by WPLH, IES or IPC or any of their respective subsidiaries, which will be cancelled) will be converted into the right to 'receive shares of Interstate Energy Common Stock based on the IPC Ratio and (b) each outstanding share of New IPC Preferred Stock (other than IPC Dissenting Shares) will remain outstanding and unchanged as a result thereof.  
Approval of the Merger Agreement at the annual-meetings.of each of -WPLH, IES and 'IPC will constitute approval of the transactions described above regardless of which of the alternative structures described herein is ultimately employed to effect such transactions.'The IES Merger and the IPC.Direct Merger or, inthe:alternative, the'IES Merger, the IPC Reincorporation Merger, the IPC Merger and the Utilities Reincorporation Merger, are collectively referred to herein as the "Mergers." Approval of the holders of IES Common Stock is not specifically required to consummate the Utilities Reincorporation Merger. In the event that the Utilities. Reincorporation Merger is required and the Utilities Preferred Stock is therefore redeemed, IES, as the sole shareholder. of. Utilities, will approve the Utilities.Reincorporation Merger. The Utilitie sf Reincorporation Merger will not, however, be effected if the holders of IES Common Stock fail to approve the Merge Agreement. The approval of the holders of IPC Common Stock is required to approve the IPC Reincorporation Merger, ifr r regulatory reasons, such transaction is required in order to consummate the Mergers. Approval of the holders of IPC Preferred Stockdis not required to approve the 'IPC. Reincorporation Merger.  
The Merger Agreement requires that specified termination fees be paid under certain circumstances in the event the Merger Agreement is terminated, including if there is a material, willful breach of the Merger Agreement or if, under certain circumstances, a business combination with a third party is consummated within two and one-half years of the termination of the Merger Agreement. The aggregate termination fees under this provision together with the amounts payable under certain provisions of stock option agreements entered into by the parties may not exceed $40,000,000 payable by each of WPLH and. IES and $20,000,000 payable by IPC. The Merger Agreement also provides for the payment of expenses by a breaching party in the ovent the Merger Agreement, is terminated as a result of a' breach of the representations and.  warranties 'or covenants and agreements contained in the Merger Agreement. In the event ofa non-willful. breach, each nonbreaching party will be entitled to the reimbursement of its documented out-of-pocket expenses, not to exceed $5,000,000 for 

each non-breaching party. In the. event the breach is willful, the $5,000,000 limit will not apply. .For a. more detailed description of the termiiation.fees that may be payable in certain circumstances, see "The Merger Agreement - Termination Fees" and "'The Stock Option Agreements --- Certain Repurchases and Other Payments." Under applicable state law, holders of IES Common Stock and IPC Preferred Stock who do.not wish to accept the consideration to be paid to them in connection with the Mergers will.have the right to have the fair value of their shares appraised by judicialdetermination and paid to them. In order to perfect such dissenters' rights, holders of IES Common Stock and IPC Preferred Stock must comply with the procedural requirements of applicable state law, including, without limitation, delivering notice to 'ES or IPC, as the case may be, with respect to the exercise of such rights prior to the annual meetings of IES or IPC, as the case may be, and not voting in favor of'the Merger Agreement. For a discussion of the dissenters' rights applicable to the holders of IES Common Stock, see "The Mergers - Iowa *Dissenters' Rights" and Annex P, and for a discussion of the dissenters' rights applicable to the holders of IPC Preferred Stock, see "The Mergers Delaware Dissenters' Rights" and Annex Q. Holders of WPLH Common Stock and IPC Common Stock are not entitled to dissenters' rights in connection- with the Mergers.  
'In connection with the Mergers, each outstanding share of common stock, par value $.01 'per share, of WPLH ("WPLH Common Stock") will remain outstanding and unchanged as one share of Interstate Energy Common Stock. Based on the capitalization of WPLH,IES and IPC on July 10, 1996 and the Ratios, holders of WPLH Common Stock, IES Common Stock and IPC Common Stock would have held approximately 43%, 42.2% and 14.8%, respectively, of the aggregate number of shares ofjnterstate Energy Common Stock that would have been outstanding if the Mergers had been consummated as of such date, In. this Joint Proxy Statement/Prospectus,' unless the context otherwise requires, all references to Interstate Energy Common Stock iclude, if applicable, the associated rights to purchase shares of such common stock pursuant to the terms of the Rights Agreement between WPLH 'and *Morgan Shareholder Services Trust -Company, as Rights Agent thereunder, dated as of February 22, 1989 (the "Rights Agreement"). For more detailed description of the Rights Agreement and the associated rights accompanying shares of Interstate Energy Common Stock, see "Description of Interstate Energy 'Capital Stock - Certain lAnti-Takeover Provisions:"



This Joint Proxy Statement/Prospectus constitutes arospectus of WPLH (to be renamed Inter
state Energy) filed as part of the Joint Registration Statement (as hereinafter defined) with respect to 
up to 42,798,875 shares of Interstate Energy Common Stock to be issued pursuant to or as contem
plated by the Merger Agreement. This Joint Proxy Statement/Prospectus also constitutes a prospec
tus of New IPC filed as part of the Joint Registration Statement with respect to up to 761,381 shares of 
New IPC Preferred Stock to be issued, assuming that the IPC Reincorporation Merger is effected, 
puriiant to or as contemplated by the Merger Agreement.  

;:This Joint Proxy Statement/Prospectus. is being furnished to the holders of WPLH Common 
Stock in connection with solicitation of proxies by the. Board of Directors of WPLH (the 
"WPLH Board") for use atthe annual meeting of WPLH to be held immediately following the annual 
meeting of shareowners of WP&L at 10:00.a.m., Central Time, on Thursday, September 5, 1996 at the 
Exhibition Hall of the Dane County Expo Center, 1881 Expo Mall, Madison, Wisconsin, and at any 
adjournment 6r postponeriient thereof (the ."WPLH Meeting"). At the WPLH Meeting, in addition to 
voting upon proposals to approve the Merger Agreement and the transactions contemplated thereby, 
including the issuance of shares of Interstate Energy Common Stock pursuant to the terms of. the 
Merger Agreement, and to approve certain amendments to the Restated Articles of Incorporation of 
WPLH (the "WPLH Charter"), holders of WPLH Common Stock will also consider and vote upon 
proposals with respect to the election of directors and the ratification of the appointment of WPLH's 
independent auditors. Information with respect to these proposals is being furnished at the -back of 
this Joint Proxy Statement/Prospectus to the 'shareowners of WPLH only 

This Joint Proxy Statement/Prospectus is also being furnished to the holders of IES Common 
Stock in connection with the solicitation of proxies by the Board of Directors of IES (the "IES Board") 
for use at the annual meeting'of IES to be held at 10:00 a.m., Central Time, on Thursday, September 5, 
1996 at the Collins Plaza Hotel, 1200 Collins Road N.E., Cedar Rapids, Iowa, and at any adjournment 
or postponement thereof (the "IES Meeting"). At th6 IES Meeting,' in addition to voting upon a 
proposal to approve the Merger Agreement, holders of IES Common Stock will also consider and vote 
upon a proposal with respect to the election of directors. Information with respect to this proposal is 
being furnished at the back of this Joint Proxy Statement/Prospectus to the shareholders of IES only.  

This Joint Proxy Statement/Prospectus is also being furnished to the holdeis of IPC Common 
Stock in connection with the solicitation of proxies by the Board'of Directors of IPC (the "IPC Board") 
for use at the annual meeting of IPC to be held at 10:00 a.m., Central Time, on Thursday, September 5, 
1996 at.the Holiday.Inn Dubuque Five Flags, 450 Main Street, Dubuque, Iowa, and at any adjourn
ment or postponement thereof (the "IPC Meeting"). At the IPC Meeting, in addition to voting upon a 
proposal to approve the Merger Agreement and a proposal to approve an amendment to the IPC 
Charter to provide expanded voting rights to :holders of shares of IPC Preferred Stock, 'holders of 
IPC Common Stock will also' consider and vote upon .a proposal with respect to the election of 
directors:.Information with respect to the proposal. to elect directors of IPC is being furnished at the 
back of this Joint Proxy Statement/Prospectus to the stockholders of IPC only.' 

All' infoiiation concerning WPLH and Acquisition included in this Joint Proxy Statement/ 
Prospectus has been furnished by WPLH, all information concerning IES, Utilities and'New Utilities 
included in this'Joint Proxy Statement/Prospectus has been furnished by IES and all information' 
concerning'IPC and New IPC included in this Joint Proxy Statemeit/Prospectus'has been furnished 
by IPC. ' 

No person is authorized to give any information or to make anyrepresentation other. than those 
contained or incorporated by reference in this Joint Proxy Statement/Prospectus, and, if given or 
made, such information or representation should not be relied upon as 'having been authorized. This 
Joint Proxy Statement/Prospectus does not constitute ar offer to sell, or.a solicitation of an offer to 
purchase,' the securities offered by this Joint Proxy Statement/Prospectus, or the solicitation of a 
proxy, in any jurisdiction, to or from any person to whom or from whom it is unlawful to make such an 
offer, solicitation of an offer or proxy solicitation in such jurisdiction. Neither the delivery of this Joint 
Proxy Statement/Prospectus nor any distribution of securities pursuant to this Joint Proxy State
ment/Prospectus.'shall, under any circumstances, create an implication that there has been no change 
in the 'affairs of WPLH, IES or IPC or in' the information set forth.'herein since the date of this Joint 
Proxy Statemerit/Prospectus.



This Joint Proxy Statement/Prospectus does not cover any resale of.the securities to be received 
by shareowners of IES or IPC upon consummation of the Mergers, and no person is authorized to 
make any use: of this Joint Proxy Statement/Prospectus in connection with any such resale.  

AVAILABLE INFORMATION 

WPLH, IES and IPC are subject to the informa'tional requirements of the Securities Exchange 
Act of 1934, as amended (the "Exchange Act"), and in accordance therewith, file reports, proxy 
statements and other information with the Securities and Exchange Commission (the "SEC"). Such 
reports, proxy, statements and other information filed by WPLH, IES and IPC with the SEC can be 
inspected and copied at the public reference facilities maintained by the SEC at-Room 1024, Judiciary 
Plaza, 450 Fifth Street, N.W, Washington, D.C. 20549 and at the Regional Offices of 'the SEC at 
Citicorp:Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661-2511, and at 7 World 
Trade Center, Suite 1300, New York, New York 10048. Copies of such material may also be obtained 
from the Public Reference Section of the SEC, Judiciary Plaza, 450 Fifth Street, N.W, Washing
ton, D.C. 20549 at prescribed, rates. In addition, WPLH Common Stock, IES Common Stock and 
IPC Common Stock are listed on the New York Stock Exchange, the Chicago Stock Exchange and the 
Pacific Stock Exchange, and WPLH Common Stock and IES Common Stock are listed on the Boston 
Stock Exchange, and reports,'proxy statements and other information filed by WPLH, IES and/or IPC 
with such exchanges may be inspected at the offices of the New York Stock Exchange, Inc. (the 
"NYSE"), 20 Broad Street, 7th Floor, New York, New York. 10005, the Boston Stock Exchange, Inc.  
(the "BSE"), One Boston Place, Boston, Massachusetts 02108, the Chicago Stock Exchange, Inc. (the 
"CSE"), 440 South LaSalle Street, Chicago, Illinois 60605; or the Pacific Stock Exchange, Inc. (the 
"PSE"), 301 Pine Street, San Francisco, California 94104, and such material and other information 
concerning IES can also be inspected at' the Philadelphia Stock Exchange, Inc. (the "PhSE"), 
1900 Market Street, Philadelphia, Pennsylrania 19103, on which exchange the IES Common Stock is 
listed.  

In addition, the SEC maintains a Web site that contains reports, proxy and information state
ments and other informationregarding registrants that file electronically- with the SEC. The address 
of such Web site is http://www.sec.gov...  

WPLH and New IPC have filedfwith the SEC a Joint Registration Statement on Form S-4 
(together-with all amendments, schedules and exhibits thereto, the "Joint Registration Statement") 
under, the Securities Act of 1933, as amended (the "Securities Act"), with respect to :the 'shares of 
Interstate Energy Common Stock to be issued in connection with the'IES Merger and the IPC Merger 
or IPC'Direct'Merger,.as the case 'may be, and the shares of New IPC"Preferred Stock which may be 
issued in connection with the 'IPC Reincorporation Merger.' This Joint Proxy Statement/Prospectus 
does 'not contain all the information set forth in' the Joint Registration Statement, certain parts of 
which have been omitted in accordance with the rules and regulations of the SEC. The Joint Registra
tion Statement is. available foi inspection and copying as set forth.above. Statements contained in. this 
Joint Proxy Statement/Prospectus or in any document incorporated by reference in this Joint Proxy 
Statement/Prdspectiis as' to the contents of .any contract or other document referred to herein or 
therein are not necessarily complete, and, in. each instance,. reference is made 'to the.copy of such 
contract or other document filed as an exhibit to the Joint Registration Statement or such other 
document, each such statement being qualified in all respects by such reference.  

INCORPORATION OF DOCUMENTS BY REFERENCE 

This Joint Proxy Statement/Prospectus incorporates documents, by reference which are not presented 
herein or delivered herewith. Such documents (other than exhibits to such documents unless such exhibits 
are specifically incorporated by reference) are available to any person, including any beneficial owner, to 
whom this Joint Proxy Statement/Prospectus is delivered, upon written or oral request, without charge, in 
the case of documents relating to WPLH, directed to Edward M. Gleason, Vice President, Treasurer and 
Corporate Secretary, WPL Holdings, Inc., 222 West Washington Avenue, P.O. Box 2568, Madison, Wiscon
sin 53701-2568 !(telephone number (608) 252-3311), in the case of documents relating to IES, directed to 
Stephen W. Southwick, Esq., Vice President, General Counsel & Secretary, IES Industries Inc., IES Tower, 
200 First Street S.E., Cedar Rapids, Iowa 52401 (telephone number (319) 398-4411), or in the case of



~cu eft5 eltig t IC, irctd to Joseph C. McGowan, Secretay an .raurr .ntr42te 1owe 

many 1000laing treet, direc. ox79DbqeIowa 52004-0769 (telephone number (319) 58252) 

W' order to ensure timely delivery of the documents, ad a 2 8 , 19 

Thefolowig dcumntsfild wth he ECby WPLHi (File No. 1-9894), IES (File No. 1-9187) or 

The following documn ant to the Exchange Act are incorporated in this xy 

1 -3632 Py e nusu Form 10-K for the year ended December 31, 1995, as 

1. WPLH's Annual Report on il29o 196 

amended by the Form 10-K/A filed on April 29, 1996. 1996.  

2 WPLHs Quarterly Report on Form 70-Q for the quarter ended March , 1996.  

3 PLHs Current Rports on -Form 8-K dated January 1 .  

. S Anual Repoo tsorm 10-K for the year endedDecember 31, 1995, as amended 

by the Form 10-K/A filed on April 29, 1996.  

5.IE'sQurtrl eport on Form 10Q for the quarter ended ac 1 96 

6. IES's Cureter Reports on Form 8-K dated February 9, April 3, April 12 and May 22, 

6. IES's Current Reprso 

1996.prfreshe 
. The description of IES Stock (including the accompanying prefer ha 

purcaserigts)conaind in IES's registration statements filedpusatoSein12fth 
purchase right anane ind nt or report filed for the purpose of updde 

8. ICs Annual Report on Form 10-K for the year ended Decenber 31, 1995, as amend 

bthFom10-K/A filed on April 29, 1996. d.e ac 1 96 
by thReporton Form 10-Q for the quarter ended March 31, j996.  

9 . IPC'sQurel'RptonF 

10. IPCs Current- Report on Form IPC's registiation statements filed 

W ii1. The description of IPC Commo Stc onandinICregisrtionsatmnsdie 1pursant TSdecip f the Exchange Act and any amendment orreport filed for the purpose of 

updating such description. Wk (including the 

In lieu of ncorporatingby rcene the description of WPLH Common Sto 

In limpaOyincomorng oc prcen rits) contained in Wv1PLH'S Form98-B and Form 8-A registra

tion statements filed pursuant to Secin1 fteEcag csc ecito sicue nti 

Join Prxy SateentProspectus. See "Description of Interstate EnergyCailStc.  

Then inoato n rltntoW HE ad IpC .contained in this Joint Proxy Statemet 

Prospectus does not purport to be comprehensive and should be reao 

the documen ts incorporated by reference herein.,' 

All documents filed by WPLH, IES or IPC pursuant to Sections 13(a), 13(c),.14 or 15(d) of the 

Exchange Act subsequent to the date hereof and prior to the date of the WPLH Meetingon Thursday, 

Septe Imber 5, 1996, and any adjournment or postponement thereof,. the IESMeeting onThursday, 

Eptebe A1996 and any adjournment or postponement thereof, or the IPC Meeting on Thursday, 

September 5, 1996, and any adjournment or postponement thereof, rs 1 shall be deemed to be 
S m an n u mentuoranernenb' a part hereof from the 

incorporated by reference into this Joint Proxy Statemen/rsetsadtb 
athro rmh 

date of filing of such documents.  

Any statement contained in a documentdicorporated 
by reference herein or deemed to be 

incorporatembyrerencn in a be deemed to be modified or superseded for purposes of this 

Joint Proxy StatementProspectus to the extent thatma statement contaie h ere eher 

subsequently filed. document which also is or is deemed to' be incorporated by reference herein 

modifies or supersedes such statement. Any statement so modified or superseded shall not be deemed, 

except as so modified or superseded, to constitute a part of this Joint Proxy Statement/Prospectus.  
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SUMMARY 

The following is a brief summary of certain important terms and conditions of the Mergers and . related information. As used in this Joint Proxy Statement/Prospectus, the terms "WPLH," "IES" and 
"IPC" refer to such corporations, respectively, and, except where the context otherwise requires, such 
entities -and their respective subsidiaries. This summary does not purport to be complete and is 
qualified in its entirety by reference to the more detailed information contained, elsewhere in this Joint 

Proxy Statement/Prospectus, the Annexes hereto and the documents incorporated herein by reference.  
Shareowners are urged to review carefully the entire Joint Proxy Statement/Prospectus.  

The Parties 

Interstate Energy. The WPLH Charter will be amended immediately prior to or upon consumma
tion of the Mergers to, among other things, change the name of WPLH to "Interstate Energy Corpora
tion." Interstate Energy will be the holding company for IPC or New IPC, as the case may be,. and ihe 

operating subsidiaries of WPLH and IES following the Mergers. Interstate Energy will be a public utility 
holding company registered under the 1935 Act.,See "Regulatory Matters" and "Interstate Energy 
Following the Mergers." The principal executive office of Interstate Energy will be located at 222 West 
Washington Avenue, Madison, Wisconsin 53703, telephone number (608) 252-3311.  

WPLH. WPLH, incorporated under the laws of the State of Wisconsin in 198 1,'is the holdink 
company for WP&L and its utility-related subsidiary and for Heartland Development Corporatioin 

("HDC"), the parent corporation for WPLH's non-utility businesses. WP&L is a public utility engaged 
principally in generating, purchasing, distributing and selling electric energy in portions of southern' 
and central Wisconsin. WP&L also purchases, distributes, transports and sells natural gas in parts of 
such areas and supplies water in two communities. A wholly-owned subsidiary of WP&L supplies 
electric, gas and water service principally in-Winnebago County, Illinois. HDC and its principal 
subsidiaries are engaged in business development in three major areas: environmental engineering 
and consulting; affordable housing; and energy services. The principal executive office of WPLH and 
WP&L is, and the principal executive office of WP&L after the Effective Time (as hereinafter defined) 
will be, located at 222 West Washington Avenue, Madison, Wisconsin 53703, telephone number 
(608) 252-3311.See ''SelectedInformation Concerning WPLH, IES and IPC - Business of WPLH" 
and "Interstate Energy Following the Mergers - Operations;" 

.IES. IES, incorporated under the laws of the State of Iowa in.1986, is a holding company for 
Utilities and for.IES Diversified Inc. ("Diversified"), the parent corporation for most of IES's non
utility businesses. Utilities is a public utility engaged principally in generating, purchasing, distribut
ing and selling electric energy in portions of the State of Iowa. Utilities also purchases,. distributes, 
transports and sells natural gas in its service territory. The shares of Utilities Preferred Stock are 
currently registered under Section 12(g) of the Exchange Act and, as such, Utilities is required to 
make periodic and other filings with the SEC. In the event that the M6rgers can be effected without 
consummating the Utilities Reincorporation Merger, it is expected that the Utilities Preferred Stock 
would remain outstanding and unchanged as a result of the Mergers and that Utilities, as a subsidiary 
of Interstate Energy, would remain a reporting company under the Exchange Act. In the event that 
the consummation of the Utilities Reincorporation Merger is necessary for regulatory reasons and the 
Utilities Preferred Stock is redeemed, it is anticipated that New Utilities (as the successor to Utilities 
in the Utilities Reincorporation Merger) would not be subject to the-reporting requirements of the 
Exchange Act and would not make filings on its own behalf with the SEC. Diversified and its 
subsidiaries engage in various non-utility. operations, including oil and natural gas production and 
marketing, energy services, railroad and other transportation- services in the Midwest, and local real 
estate development. The principal executive office of IES and Utilities is located at IES Tower, 
200.First Street S.E., Cedar Rapids, Iowa 52401, telephone number (319) 398-4411. See "Selected 
Information Concerning WPLH, IES and IPC - Bu'siness of IES" and "Interstate Energy Following 
the Mergers - Operations."



IPC. IPC, an operating public utility incorporated in 1925 under the. laws of the; State of 
Delaware, is engaged in the' generation, purchase, transmission, 'distribution and sale of electric 
energy.. IPCowhs property in portions of twenty-five counties in the northern and northeastkrn parts 
of.Iowa, in portions of twenty-two counties in the southern part of Minnesota, and in portions of four 
counties in northwestern Illinois. IPC also engages in the distribution and sale of natural gas in Albert 
Lea, Minnesota;, Clinrton, Mason City and Clear Lake, Ibwa; Fulton and Savanna, Illinois; and in a 
number of smaller Minnesota, Iowa and Illinois communities, and in the transportation of natural gas 
within Iowa, Minnesota and in interstate commerce. The principal executive office 'of IPC is located at 
1000, Main Street, Dubuque, Iowa 52001, telephone number (319) 582-5421. In the evend the IPC 
Direct Merger is consuimmated, the- principal executive office of IPC after the Effective ±ime will 
continue to b located at such address. See "Selected Information Concerning WPLH, IES arid fPC 
Business of IPC" and "Interstate Energy. Following the Mergers - Operations." 

New IPC. New IPC is a Wisconsin corporation which was created to effect the IPC Reincorpora
tion Merger in the event such merger is required for regulatory purposes. It has, and pri6i to the' 
Mergers will have, no operations except as contemplated by the Merger Agreement. The audited 
financial statements of New IPC are attached as Annex S. IPC 'is the sole shareowner of gew IPC.  
Pursuant to the Merger Agreement, in the event that the IPC Reincorporation Merger is, to be 
effected, immediately prior to the consummation of the Mergers New IPC will acquire certain utility 
assets from WP&L. The principal executive office of New IPC is, and after the Effective Tiri will be; 
located at 1000 Main Street, Dubuque, Iowa 52001, telephone number (319) 582-5421., See "The 
Merger Agreement - The Mergers" and "Interstate Energy Following the Mergers - Operations." 

New Utilities. New Utilities will be aWisconsin corporation which will be created to effect the 
Utilities Reincorporation Merger in the event such merger is required for regulatiory purposes. Prior 
to the Mergers, it will have no operations'except as contemplated by the Merger Agreement. IES will 
be the sole shareowner of New Utilities. Pursuant to the Merger Agreement, in the event that the 
Utilities Reincorporation Merger is to be effected, immediately prior 'to the consummation of.the 
Mergers New Utilities will acquire certain utility assets from WP&L. The principal executive office of 
New Utilities will be located at IES Tower, 200 First Street S.E., Cedar Rapids, Iowa 52401, telephone 
number (319) 398-4411. See' "The Merger Agreement .- The Mergers" and ''Interstate Energy 
Followinig the; Mergers - Operations." 

Acquisiti on. Acquisition is a Wisconsin corporation which was created to effect the IPC Merger 
or the IPC Direct Merger, as the case may be. It has, and prior to the Mergers will have, no operations 
except as contemplated by the Merger Agreement. WPLH is the sole shareowner of Acquisition. The 
principal executive office of Acquisition is located at 222 West Washington Avenue, Madison, Wiscon
sin 53703, telephone. number. (608) 252-3311. See "The Merger Agreement - The Mergers." 

The Meetings 

WPLH. At the WPLH Meeting, the holders of WPLH Comriiori Stock will be asked to consider 
and vote upon proposals (i) to approve the Merger Agreement and the transactions contemplated 
thereby, including, among other things, the issuance of shares of Interstate.Energy Common Stock
pursuant to the terms of the Merger Agreement, (ii) to approve. the amendments to the WPLH 
Charter to change the name of WPLH to "Interstate Energy Corporation" (the "Name Change 
Amendment") and to increase the number of shares of WPLH Common Stock authorized for issuance 
from 100,000,000 to 200,000,000 (the "Common Stock Amendment," and together with the.Name 
Change Amendment, the "WPLH Charter Amendments"), (iii) 'to elect a total of three directors for 
terms expiring at the 1999 annual meeting of shareowners of WPLH or until their successors are duly 
elected and qualified, and (iv) to appoint Arthur Andersen LLP as independent auditors for WPLH for 
the year ending December 31,- 1996.' Pursuant to the Merger Agreement, consummation of the 
Mergers is conditioned upon approval of proposals (i) and (ii) above, but is not conditioned upon 
approval by the shareowners of WPLH of any other proposal. See "Meetings, Voting and Proxies 
The WPLH Meeting." 
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The WPLH Meeting is scheduled to be held immediately following the annual meeting of share
owners of WP&L which will be held at 10:00 a.m., Central Time, on Thursday, September 5, 1996 at 
the Dane County Expo Center, 1881 Expo Mall, Madison, Wisconsin. The WPLH Board has fixed the 
close of business on July 10, 1996 as the record date (the "WPLH Record Date") for the determination 
of holders of WPLH Common Stock entitled to notice of and to vote at the WPLH Meeting.  

The WPLH Board, by a unanimous vote of the directors then present, has approved the Merger 
Agreement and the transactions contemplated thereby, and each of the WPLH Charter Amendments, 
and recommends that WPLH shareowners vote FOR approval of the Merger Agreement (including 
the issuance of shares of Interstate Energy Common Stock pursuant to the terms of the Merger 
Agreements) and FOR approval of each of the WPLH Charter Amendments. In addition, the WPLH 
Board unanimously recommends that WPLH shareowners vote FOR the election of the nominated 
WPLH directors and FOR 'the appointment of Arthur Andersen LLP as WPLH's independent 
auditors.  

IES. At the IES Meeting, the holders of IES Common Stock will be asked to consider and vote 
upon proposals (i) to approve the Merger Agreement-and the transactions contemplated thereby, and 
(ii) to elect nine directors to serve until the next annual meeting or until their successors are duly 
elected and qualified. Pursuant to the Merger Agreement, consummation of the Mergers is condi
tioned upon approval of proposal (i) above, but is not conditioned upon approval by the shareholders of 
IES of any other proposal. See "Meetings, Voting and Proxies - The IES Meeting." 

The IES Meeting is scheduled to be held at 10:00 a.m., Central Time, on Thursday, September 5, 
1996 at the Collins Plaza Hotel; 1200 Collins Road N.E., Cedar Rapids, Iowa. The IES Board has fixed 
the close of business on July 10, 1996 as the record date (the "IES Record Date") for the determina
tion of holders of IES Common Stock entitled to notice of and to vote at the IES Meeting.  

The IES Board, by a unanimous vote of the directors then present, has approved the Merger 
Agreement and the transactions contemplated thereby, and recommends that IES shareholders vote . FOR approval of the Merger Agreement. In addition, the IES Board unanimously recommends that 
IES shareholders vote FOR the election of the nominated IES directors.  

IPC. At the IPC Meeting, the holders of IPC Common Stock will be asked to consider and vote 
upon proposals (i) to approve the Merger Agreement and the transactions contemplated thereby, (ii) to 
approve an amendment to the IPC Charter to provide that each share of IPC Preferred Stock 
outstanding from time to time will have one vote, voting togpther as one class with the holders of IPC 
Common Stock (except as otherwise required by applicable law or as specifically set forth in the IPC 
Charter), on'all matters to come before a vote of the stockholders of IPC (the "IPC Charter Amend
ment"), and (iii) to elect two Class II directors to hold office for a term of three years expiring at the 
1999 annual meeting of stockholders of IPC or until their respective successors shall have been duly 
elected and qualified. _Holders of IPC Preferred Stock are not entitled to vote on the proposed 
amendment to the IPC Charter. Pursuant to the Merger Agreement, consummation of the Mergers is 
conditioned upon approval of proposals (i) and (ii) above, but is not conditioned upon approval by the 
stockholders of IPC of any other proposal. See. ''Meetings, Voting and Proxies -. The IPC Meeting." 

The IPC Meeting is scheduled to be held at .10:00 aim., Central Time, on Thursday, September 5, 
1996 at theHoliday Inn Dubuque Five Flags, 450 Main Street, Dubuque, Iowa. The IPC Board has 
fixed the close of business on July 10, 1996 as the record date (the "IPC Record Date") for the 
determination of holders of IPC Common Stock entitled to notice of and to vote at the IPC Meeting.  

The IPC Board, by a unanimous vote, has approved the Merger Agreement and has determined 
that the IPC Charter Amendment is advisable, and accordingly recommends that IPC stockholders 
vote FOR approval of the Merger Agreement and FOR approval of the IPC Charter Amendment. In 
addition, the IPC Board unanimously recommends that IPC stockholders vote FOR the election of the 
nominated IPC directors.  
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Required .Vote 

WPLH. As provided under the Wisconsin Business Corporation Law (the "WBCL"), the WPLH 
Charter and the bylaws of WPLH (the "WPLH Bylaws"), as applicable: (i) the affirmative vote of a 
majority of the votes entitled to be cast by the holders of the outstanding shares of WPLH Common 
Stock entitled to vote thereon is required for approval of the Merger Agreement (including the 
issuance of shares of Interstate Energy Common Stock pursuant to the terms of the Merger Agree
ment), (ii) the affirmative vote of a majority of the votes entitled to be cast by the holders of the shares 
of WPLH Common Stock represented in person or by proxy 'at the WPLH Meeting and entitled to vote 
thereon is required for approval of each of the WPLH Charter Amendments, (iii) a plurality of the 
votes cast at the WPLH Meeting is required for the election of directors and (iv) the affirmative vote of 
a majority of the votes entitled to be cast by the holders of the shares of WPLH Common Stock 
represented in person or by proxy at the WPLH Meeting and entitled to vote thereon is required to 
appoint Arthur Andersen LLP as WPLH's independent auditors. On the WPLH Record Date, there 
were 30,795,260 shares of WPLH Common Stock outstanding and entitled to vote. As of the WPLH 
Record Date, directors and executive officers of WPLH, together with their affiliates as a group, owned 
less than 1% of the issued and outstanding shares of WPLH Common Stock. See "Meetings, Voting 
and Proxies - The WPLH Meeting." 

IES.' As provided under the Iowa Business Corporation Act (the "IBCA"), the Restated Arti
cles of Incorporation of IES (the "IES Charter") and the bylaws of IES (the "IES Bylaws"), as 
applicable: (i) the affirmative vote of amajority of the votes entitled to be cast by the holders of shares 
of IES Common Stock entitled to vote thereon is required for approval of the Merger Agreement and 
(ii) the affirmative vote of a majority of the votes entitled to be cast by the holders of the shares of IES 
Common Stock represented in person or by proxy at the IES Meeting and entitled to vote thereon is 
required for the election of directors. On the IES Record Date, there were 29,923,233 shares of IES 
Common Stobk outstanding and entitled to vote. As of the IES Record Date, directors and executive 
officers of IES, together with their affiliates as a groupi, owned less than 1% of the issued and 
outstanding shares of IES Common Stock. See "Meetings, Voting and Proxies - The IES Meeting." 

IPC. As provided under the Delaware General Corporation Law (the "DGCL"), the IPC Charter 
and the bylaws of IPC (the "IPC Bylaws"), as applicable: (i), the affirmative vote of a majority of the 
votes entitled to be cast by the holders of shares of IPC Common Stock is required for approval of the 
Merger Agreement and the approval of the IPC Charter Amendment and (ii) a plurality of the votes 
cast at the IPC Meeting is required for the election of directors. On the.IPC Record Date, there were 
9,595,028 shares of IPC Common Stock outstanding and entitled to vote. As of the IPC Record Date, 
directors and executive officers of IPC, together with their affiliates as a group, owned less than 1% of 
the issued and' outstanding shares of IPC Common Stock. See."Meetings, Voting and Proxies - The 
IPC Meeting." 

The Mergers 

Subject to' an alternative structure described below, the Merger Agreement provides for (a) the 
IES Merger in which IES will.be merged. with. and into WPLH, with WPLH to be the surviving 
corporation and (b the IPC Direct Merger in which Acquisition will be merged with and into IPC with 
IPC to be the surviving corporation. However, in the event that the parties determine that the IPC 
Reincorporatidn Merger and the Utilities Reincorporation Merger are required for regulatory pur
poses, the Merger Agreement provides that those mergers will be consummated, followed by the IPC 
Merger and the IES Merger. Pursuant to the Merger Agreement (i) each outstanding share of IES 
Common Stock (other than shares owned directly or indirectly by WPLH, IES or IPC and IES 
Dissenting Shares) will be converted into the right to receive 1.01 shares of Interstate Energy 
Common Stock; (ii) each outstanding share of IPC Common Stock (other than shares owned directly 
or indirectly by WPLH, IES, or IPC) will be converted into the right to receive 1.11 shares of Interstate 
Energy Common Stock; (iii) each outstanding share of IPC Preferred Stock (other than shares owned 
directly or indirectly by WPLH, IES or IPC and other than IPC Dissenting Shares) will.remain 
outstanding and unchanged (including with respect to the additional voting rights proposed to be 
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approved at the IPC Meeting) or,-in the eventthat'the.,PC Reincorporation Merger is to be effected, 
will be converted into one share of New IPC Preferred Stock with terms (including dividend rights) . and designations under the New IPC Charter substantially identical to those of the converted shares 
of IPC Preferred Stock under the IPC Charter, including the additional voting rights proposed to be 
approved at the IPC Meeting; (iv) each outstanding share of WPLH Common Stock will remain 
outstanding and unchanged as one share of Interstate Energy Common Stock; and (v) if the Utilities 
Reincorporation Merger is effected, each outstanding share of Utilities Common Stock will be con
verted into one share of New Utilities Common Stock. If the Utilities Reincorporation Merger is to be 
consummated, it is currently anticipated that shares of Utilities Preferred Stock then outstanding will 
be redeemed by Utilities prior to the consummation of such merger. The redemption of the Utilities 
Preferred Stock would avoid the need to obtain a class vote of the holders of such stock to approve the 
Utilities Reincorporation Merger. The Utilities Preferred Stock is redeemable, in whole or in part, at 
the option of Utilities at any time or from time to time on not less than 30 days' notice at $51.00 per 
share for the 4.30% Series and the 6.10% Series and at $50.25 per share for the 4.80% Series, plus, in 
each case, dividends accrued and unpaid to and including the date of redemption. See "The Mergers 
Redemption of Utilities Preferred Stock." As a result of the Mergers, the common shareowners of 
WPLH, IES and IPC immediately prior to the'Mergers (except for holders of IES Dissenting Shares) 
will all be common shareowners of Interstate Energy immediately following consummation of the 
Mergers.  

The Merger Agreement also contemplated an adjustment of the IES Ratio to 1.01 from the initial 
ratio of 0.98 in the event that, prior to the consummation of the Mergers, McLeod, Inc., a Delaware 
corporation in which IES. has a significant ownership interest ("McLeod"), (a) completed a firm 
commitment underwritten initial public offering of its Class A common stock at a per share price of at 
least $13.00 (subject to adjustment) in which McLeod received gross proceeds (exclusive of proceeds 
from shares purchased by existing McLeod shareowners) of at least $75 million and (b) immediately 
following such public offering the Class A common stock was registered under Section 12 of the 
Exchange Act (the "McLeod Contingency"). On June 14, 1996, McLeod completed an initial public 
offering of 13.8 million shares of its Class A common stock at a price to the public of $20 per share. The 
McLeod offering satisfied the conditions of the McLeod Contingency and, as a result, the IES Ratio 
was automatically adjusted to 1.01. See "The Mergers - Background of the Mergers." 

Pursuant to the Merger Agreement, (a) the IES Merger will become effective at the time specified 
in the articles of merger filed by WPLH with the Secretaries of State of the States of Wisconsin and 
Iowa and (b) the IPC Direct Merger will become effective at the time specified in the certificate of 
merger and articles of merger filed by IPC with the Secretaries of State of the'States of Delaware and 
Wisconsin. If only the IES Merger and the IPC Direct Merger are to be consummated, the term 
"Effective Time" as used herein will mean the time that the IES Merger and the IPC Direct Merger 
become effective. It is anticipated that in that case both the IES Merger and the IPC Direct Merger 
will be consummated simultaneously. If the IPC Reincorporation Merger and the Utilities 
Reincorporation Merger are deemed by the parties to be required for regulatory purposes, the IPC 
Reincorporation Merger will become effective at the time specified in the certificate of merger and 
articles of merger filed by New IPC with the Secretaries of State of the States of Delaware and 
Wisconsin (the "IPC Reincorporation Effective Time"). If the IPC Reincorporation Merger is effected, 
(a) the IES Merger will then become effective at the time specified in the articles of merger filed by IES 
with the Secretaries of State of the States of Wisconsin and Iowa; (b) the IPC Merger will become 
effective at the time specified in the articles of merger filed by New IPC with the Secretary of State of 
the State of Wisconsin; and (c) the Utilities Reincorporation Merger will become effective at the time 
specified in the articles of merger filed by New Utilities with the Secretaries of State of the States of 
Wisconsin and Iowa. If the IPC Reincorporation Merger is effected, the term "Effective Time" as used 
herein will mean the time that the IES Merger, the IPC Merger and the Utilities Reincorporation 
Merger become effective, which will be subsequent to the IPC Reincorporation Effective Time.  

See "The Merger Agreement - The Mergers." 
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Exchange of Stock Certificates 
As soon as practicable after the Effective Time, the exchange agent will mail transmittal instruc

tions to each holder of rec6rd of shares-of IES andIPC Common Stock at the Effective Time, advising 
such holder-of the procedure. for surrendering such holder's certificates (the "Certificates") which 
immediately prior to the IPC Reincorporation Effective Time or the Effective Time, as the case may 
be, represented shares of IES Common Stock or IPC Common Stock that were cancelled and became 
instead the right to receive shares of Interstate Energy Common Stock. Holders of Certificates, which 
prior to the Reincorporation Effective Time or -the Effective Time, as the case may be, represented 
shares of IES Common Stock or IPC Common Stock, will not be entitled to receive any payment of 
dividends or other distributions on or payment for any fractional share with respect to their IES or 
IPC Certificates until such Certificates have been surrendered for certificates representing shares of 
Interstate Energy Common Stock. Cash will be paid to IES and IPC shareowners in lieu of fractional 
shares of Interstate Energy Common Stock. Holders of shares of IES Common Stock and IPC 
Common Stock should not submit their stock certificates for exchange until a form of letter of 
transmittal and instructions therefor are received. See "The Merger Agreement.- The Mergers." 

Holders of IPC Preferred Stock do not need to exchange their existing certificates representing 
shares of IPC Preferred Stock for new stock certificates. Shares of IPC Preferred Stock (other than 
IPC.Dissenting Shares) will remain unchanged (including with respect to the additional voting rights 
proposed to be.approved at the IPC Meeting) and outstanding following the IPC Direct Merger. In the 
event the IPQ Reincorporation Merger is consummated, each outstanding certificate representing 
shares of IPC Preferred Stock (other than IPC .Dissenting Shares) immediately prior to the IPC 
Reincorporation Effective Time will, from and after the IPC Reincorporation Effective Time, repre
sent the same number of shares of the corresponding series of New IPC Preferred Stock with terms 
(including dividend rates) and designations under the New IPC Charter substantially identical to 
those of the converted shares of IPC Preferred Stock under the IPC Charter, including the additional 
voting rights proposed to be approved at the IPC Meeting. After the Effective Time, if the IPC 
Reincorporation Merger is effected, new certificates reflecting the fact that New IPC is a Wisconsin 
corporation will be issued as outstanding stock certificates formerly representing shares of IPC 
Preferred Stock are presented for transfer.  

Share6wners of WPLH do riot need to exchange their existing stock certificates' for new stock 
certificates reflecting WPLH's name change to Interstate Energy. However, any WPLH.shareowners 
desiring new stock certificates may, after the Effectiv'e Time, submit their existing stock certificates 
representing shares of WPLH Common Stock to the transfer agent of Interstate Energy to obtain new 
certificates..Each outstanding certificate representing shares of WPLH Common Stock immediately 
prior to the Effective Time will, from and after the Effective Time, represent the same number of 
shares of Interstate Energy Common Stock. After the Effective Time,.new certificates bearing the 
name of Interstate Energy will be issued as outstanding stock certificates formerly representing 
shares of WPLH Common Stock are presented for transfer

Stock Option Agreements 

- In connection with the execution and delivery of the Merger Agreement, WPLH, IES and IPC 
entered into reciprocal option grantor/option. holder stock option and trigger payment agreements 
(the "Stock Option Agreements") each granting the other two parties an irrevocable option (individu
ally an "Option" and collectively the "Options") to purchase, under certain circumstances, a certain 
percentage of authorized but unissued shares of the respective issuer's common stock (representing 
up to an aggregate of 19.9% of the outstanding common stock of such issuer on November 10, 1995), at 
an exercise price of $30.675 per share in the case of WPLH Common Stock, $26.7125 per share in the 
case ofIES Common Stock and $28.9375 per share in the case ofIPC Common Stock. The exercise of 
the Options and the effectiveness of certain provisions of the Stock Option Agreements are subject to 
certain conditions described in the Stock Option Agreements and in the Merger Agreement. See "The 
Stock Options Agreements - General" and "The Merger Agreement - Termination Fees." In 
addition, the Stock Option Agreements provide that the holder of an option has the right to require 
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the issuer thereof to repurchase from the h6l id'ef th'e- Option (i) all or any portion of the Option at 
any time the Option is exercisable at a price equal to the amount of the difference between the Market/ 
Offer Price (as hereinafter-defined) and the exercise price of the Option; and (ii) on or at any time prior 
to May 10, 1997 (which date may be extended to May 10, 1998 under certain circumstances) all or any 
portion of any shares purchased pursuant to the Option. In addition, the Stock Option Agreements 
provide that in the event an Option becomes exercisable but regulatory approvals relating to issuance, 
acquisition or exercise of the Option, if any, have not been obtained, the holder of the Option has the 
right to demand from the issuer thereof an amount in cash equal to the product of (a) the number of 
shares the holder would have received upon exercise of the Option and (b) the difference between the 
Market/Offer Price and the exercise price of the Option. See "The Stock Option Agreements 
Certain Repurchases and Other Payments." The Stock Option Agreements are intended to increase 
the likelihood that the Mergers will be consummated in accordance with the terms of the Merger 
Agreement and may have the effect of discouraging competing offers. See "The Stock Options 
Agreements." 

The Options will generally become exercisable at any time after the Merger Agreement becomes 
terminable by the holder of an Option under circumstances which could entitle such holder to 
termination fees from the issuer of the Option, including if there is a material, willful 'breach of the 
Merger Agreement at any time which a third party has proposed to consummate a business combina
tion with the issuer of the Option or if, under certain circumstances, a business combination with a 
third party is consummated within two and one-half years of the termination of the Merger Agree
ment. See "The Stock Option Agreements." 

Further, the Stock Option Agreements contemplate the continuation of certain standstill provi
sions and provide that any shares of any other party acquired or otherwise beneficially owned must be 
voted for and against each matter submitted to a shareowner vote in the same proportion as the other 
shareowners of the issuer thereof vote for and against such matter. See "The Merger Agreement 
Standstill Provisions" and "The Stock Option Agreements - Voting." 

Treatment of Shares; Ratios 
Each share of IES Common Stock issued and outstanding immediately prior to the Effective Time 

(other than IES Dissenting Shares) will, pursuant to the Merger Agreement, be cancelled and con
verted into the right to receive 1.01 shares of Interstate Energy Common Stock. In the IPC Direct 
Merger, each share of IPC Common Stock issued and outstanding immediately prior to the Effective 
Time will, pursuant to the Merger Agreement, be cancelled and converted into the right to receive 1.11 
shares of Interstate Energy Common Stock. In the event that the IPC Reincorporation Merger is 
effected, each 'share of IPC Common Stock issued and outstanding immediately prior to the IPC 
Reincorporation Effective Time will, pursuant to the Merger Agreement, be cancelled and converted 
into one share of New IPC Common Stock which, in turn, will immediately be cancelled and converted 
into the right to receive'1.11'shares of Interstate Energy Common Stock in connection with the IPC 
Merger. Each share of WPLH Common Stock outstanding immediately prior to the Effective Time 
will, upon consummation of the Mergers, remain outstanding and unchanged as one share of Inter
state Energy Common Stock. Holders of IES Common Stock and IPC Common Stock will receive cash 
in lieu of fractional shares of Interstate Energy Common Stock..In the IPC Direct Merger, each share 
of IPC'Preferred Stock outstanding immediately prior to the Effective Time (other than the IPC 
Dissenting Shares) will after the Effective Time remain unchanged (including with respect to the 
additional voting rights proposed to be approved at the IPC Meeting) and outstanding as a share of 
IPC Preferred Stock. In the event the IPC Reincorporation Merger is effected, each share of IPC 
Preferred Stock outstanding immediately prior to the IPC Reincorporation Effective Time (other than 
IPC Dissenting Shares) will, upon consummation of the Mergers, be cancelled and converted into one 
share of New IPC Preferred Stock with terms (including dividend rates) and designations under the 
New IPC Charter substantially identical to those of the IPC Preferred Stock under the IPC Charter, 
including the additional voting rights proposed to be approved at the IPC Meeting. In the event the 
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Utilities Reincorporation Merger is effected, each share of Utilities Common Stock issued and out
standing immediately prior to the Effective Time will, upon consummation of the Mergers, be can
celled and con'verted into one share of New Utilities Common Stock. See "The Merger Agreement 
The Mergers " 

Background 
For a description of the background of the Mergers, see "The Mergers - Background of the 

Mergers." 

Reasons for the Mergers 
WPLH, IES and IPC believe that the Mergers offer significant strategic and financial benefits to 

each company and to their respective shareowners, as well as to their employees and customers. These 
benefits include, among others: 

* Maintenance of competitive rates that will improve the combined entity's ability to meet the 
challenges of the increasingly competitive environment in the utility industry.  

* Reduced operating costs and expenditures resulting from integration of corporate aid adminis
trative functions, including the elimination of duplicative positions, limiting duplicative capital 

-expenditures for administrative and customer service programs and information systems, and 
savings in areas such as legal, audit and consulting fees.  

* Reduced electric production costs through the joint dispatch of systems and natural gas supply 
savings through combined purchasing.  

* Greater purchasing.power for items such as fuel and transportation services, general and' 
operational goods and services and the reduction of inventories.  

* More efficient pursuit of diversification into non-utility areas.  

Increased customer diversity and geographic diveisity of service territories, reducing exposure 
to local changes in economic, competitive or climatic conditions.  

* Expanded management resources and ability to' select leadership from a larger and more 
diverse management pool.  

See "The Mergers - Reasons for the Mergers; Recommendations of the Boards of Directors." 

Recommendations of the Board of Directors 

WPLH The WPLH Board, by a unanimous vote of the directors present, has approved the' 
Merger Agreement and the transactions contemplated thereby, believes that the terms of the Mergers 
are fair to, and in the best interests of, WPLH's shareowners, has approved each of the WPLH Charter 
Amendments, supports the election of the nominated WPLH directors and supports the appointment 
of Arthur Andersen LLP as WPLH's independent auditors for the year ending December 31, 1996.  
The WPLH Board recommends that the shareowners of WPLH vote (i) FOR approval of the Merger 
Agreement (including the issuance of shares of Interstate Energy Common Stock pursuant to the 
terms of the Merger Agreement), (ii)' FOR approval of each of the WPLH Charter Amendments, 
(iii) FOR the election of the nominated WPLH directors and (iv) FOR the ratification of the appoint
ment of the independent auditors. The WPLH Board approved the Merger Agreement after considera
tion of a number of factors described under the heading "The Mergers - Reasons for the Mergers; 
Recommendations of the Boards of Directors." WPLH directors Katharine C. Lyall and Arnold M.  
Nemirow were not present at the WPLH Board meeting at which the Merger Agreement was initially 
approved and WPLH director Milton E. Neshek was not present at the WPLH Board meeting at which 
the amendment to the Merger Agreement was approved.  

IES. The IES Board, by a unanimous vote of the directors present, has approved the Merger 
Agreement and the transactions contemplated thereby, believes that, the terms of the Mergers are fair 
to, and in the best interests of, IES's shareholders, and supports the election of the nominated IES 
directors. The IES Board recommends that the shareholders of IES vote (i) FOR approval of the 
Merger Agreement and the transactions contemplated thereby, and- (ii) FOR the election of the 
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nominated IES directors. The IES Board approved the Merger Agreeiment after consideration of a . number of factors described under the heading "The Mergers - Reasons for the Mergers; Recommen
dations of the Boards of Directors." IES shareholders are urged.to consider those factors before 
making any decision with respect to their proxies. IES director Dr. George Daly was not present at the 
IES Board meeting at which the Merger Agreement was initially approved. Dr. Daly resigned as an 
IES director prior to the time the IES Board approved the amendment to the Merger Agreement 

IPC. The IPC Board,- by unanimous vote, has approved the Merger Agreement and the transac
tions contemplated thereby, believes that the terms of the Mergers are fair t6, and in the best interests 
of, IPC stockholders, has adopted a resolution setting forth the IPC Charter Amendment and declar
ing its advisability, and supports the election of the nominated IPC directors. The IPC -Board recom
mends that the IPC stockholders yote (i) FOR approval of the Merger Agreement and the transactions 
contemplated thereby, (ii). FOR approval of the IPC Charter Amendment; and (iii) FOR the election of 
the nominated IPC directors. The IPC Board approved the Merger Agreement after consideration of a 
number of factors described under the heading "The Mergers - Reasons for the Mergers; Recommen
dations of the Boards of Directors." 

Opinions of Financial Advisors 

WPLH. Merrill Lynch, Pierce, Fenner & Smith Incorporated ("Merrill Lynch'') delivered to the 
WPLH Board its written opinion dated November 10, 1995, which was confirmed in a written opinion 
dated the date' of this Joint Proxy Statement/Prospectus, to the effect that, as of such dates, and based 
upon the assumptions made, matters considered and limits of review as set forth in such opinions, the 
Ratios are fair, from. a financial point of view, to WPLH. The written opinion of Merrill Lynch dated 
the date of this Joint Proxy Statement/Prospectus is attached hereto as Annex L and is incorporated 
herein by reference. Holders of.shares of WPLH Common Stock are urged to, and should, read such 
opinion in its entirety. For-a description of the assumptions made and matters considered by Merrill 
Lynch in reaching its opinions and the fees received and to' be received by Merrill Lynch, see "The ) Mergers.-.Opinions of Financial Advisors" and Annex L.  

IES. Morgan Stanley. & Co. Incorporated ("Morgan Stanley") delivered its oral opinion 'or 
November 10, 1995 to the IES Board which was confirmed in a written opinion dated as of the'date of 
this Joint Proxy Statement/Prospectus to the IES Board to the effect that, as of the respective dates of 
such opinions, and based upon the procedures and subject to assumptions described therein, the IES 
Ratio, taking into account the IPC Ratio, is fair from a financial point of view to the holders of IES 
Common Stock. The written opinion of Morgan Stanley dated as of the date of this Joint Proxy 
Statement/Prospectus is attached hereto as Annex M. Holders of shares of IES Common Stock are urged 
.to, and.shouldi read such opinion in.its entirety. For a description of the assumptions made and matters 
considered by Morgan Stanley in reaching its opinions and -the fees.received and to be.received by 
Morgan Stanley, see "The Mergers - Opinions of Financial Advisors" and Annex M.  

IPC. Salomon'Brothers Inc ("Salomon Brothers") delivered to theIPC Board its written*opin
ions dated November 10, 1995 and the date of this Joint Proxy Statement/Prospectus to the effect 
that, based upon and subject to various considerations set forth in such opinions, as of the respective 
dates of such opinions, the IPC Ratio isfairto the holders ofIPC Common Stock froma finiancialpoint 
of view. The written opinion of Salomon Brothers dated the date of this Joint Proxy Stateient/ 
Prospectus.is attached hereto.as Annex N and is incorporated herein by reference. Holders of shares of 
IPC Common Stock are urged to, and should, read such opinion in its entirety. For a description of the 
assumptions made and matters considered by Salomon Brothers in reaching its opinions and the fees 
received and to be received by Salomon Brothers, see "The Mergers - Opinions of Financial Advi
sors" and Annex'N.  

Interests of Certain Persons in the Mergers .  

Employment Agreements. Each of Lee Liu, Chairman of the Board, President & Chief Executive 
Officer of IES (''Mr. Liu"), Erroll B. Davis, Jr., President and Chief Executive Officer of WPLH 
("Mr. Davis"), Wayne H. Stoppelmoor, Chairman of the-Board, President and Chief Executive Officer, 
of IPC ("Mr: Stoppelmoor"), and Michael R. Chase, Executive Vice President of IPC ("Mr. Chase"), 
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will enter into employment agreements with Interstate Energy or its subsidiaries to become effective 
upon consumhation of the Mergers (the "Employment Agreements"). Pursuant to the Employment 
Agreements, Mr. Liu will serve as Chairman of Interstate Energy for a period of two years following 
the Effective Time and thereafter will retire as an officer of Interstate Energy, although he may 
continue to serve as a director. Mr. Davis will serve as President and Chief Executive Officer of 
Interstate Energy for a period of two years following the Effective Time and, for the three-year period 
thereafter and following Mr. Liu's retirement, Mr. Davis will serve as Chairman, President and Chief 
Executive Officer of Interstate Energy. Mr. Stoppelmoor will serve as Vice Chairman of Interstate 
Energy for a period of two years following the Effective Time and thereafter will retire as an officer of 
Interstate Energy, although he may continue to serve as a director. Mr. Chase will serve as President of 
New IPC or. IPC, as the case may be, from. and after the Effective Time until the last day of the 
calendar month- immediately following the calendar month in which he attains age 62. See "The 
Mergers - Interests of Certain Persons in the Mergers - Employment Agreements." 

Severance Arrangements. Each of WPLH, IES and IPC maintain or have entered into certain 
severance agreements under which certain benefits may become vested and certain payments may 
become payable in connection with certain change in control conditions which include the Mergers.  
WPLH has .employment and severance agreements with each of thirteen executives of WPLH and 
certain of its subsidiaries which generally provide for certain benefits in the event the executive is 
terminated following a change in control of WPLH (as defined). The WPLH Board has authorized the 
amendment of each of the foregoing WPLH agreements to provide specifically that the consummation 
of the Mergers will constitute a change in' control in certain circumstances for purposes of the 
agreements. IES has severance agreements with twelve executives of IES and Utilities. Each of the 
IES severance agreements provides severance payments and benefits if.the employment of the cov
ered executive is terminated following a change in control. The Mergers will constitute a change in 
control under the IES severance agreements. IPC has change in control severance agreements with 
each of nine senior executives of IPC which generally provide for certain benefits in the event the 
executive is terminated or resigns under certain circumstances following a change in control of IPC 
(as defined in the agreements). The Mergers will constitute a change in control of IPC for purposes of 
such agreements. Based on the compensation paid to the executives of WPLH, IES and IPC in 1995 
and assuming the occurrence of a termination for which severance benefitswould be payable following 
a change of control, the maximum amounts payable under these severance agreements 'to all of the 
executives of WPLH, IES or IPC, each as a group, respectively, would be approximately $7,014,000, 
$6,263,000 and $2,800,000, respectively. See "The Mergers - Interests of Certain Persons in the 
Mergers - Severance Arrangements." 

Board of Directors. - The Merger Agreement provides that the Interstate Energy Board of Direc
tors '(the "Interstate Energy Board") will, upon consummation of the Mergers, consist of fifteen 
persons, six of khom will be designated by WPLH, including Mr. Davis, six of whom will be designated 
by IES, including Mr. Liu, and three of whom will be designated by IPC, including Mr. Stoppelmoor.  
See "The Mergers - Interests of Certain Persons in the Mergers - Board of Directors." 

Indemnification. The parties have agreed in the Merger Agreement that Interstate Energy will 
indemnify, to the fullest extent permitted by applicable law, the present and former officers, directors 
and employees of each of the parties to the Merger Agreement or any of their subsidiaries against 
certain liabilities'(i) arising out of actions or omissions occurring at or prior to the Effective Time that 
arise from or are based on such service as an officer, director or. employee; or (ii) that are -based on or 
arise out of or pertain to the transactions contemplated by the Merger Agreement, and to maintain 
policies of directors' and officers' liability insurance for a period of not less than six years after the 
Effective Time. To the fullest extent permitted by law, from and after the Effective Time, all rights to 
indemnification existing-in favor of the employees, agents, directors or officers of WPLH, IES and IPC 
and their respective subsidiaries with respect to their activities as such prior to the Effective Time, as 
provided in their respective certificate or articles of incorporation and bylaws, in effect on Novem
ber 10, 1995, or otherwise. in effect on November 10, 1995, shall survive the Mergers and shall' 
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continue in full force and effect for a period of not less than six years from the Effective Time. See 
"The Mergers -Interests of Certain Persons in the Mergers - Indemnification" and "The Merger 
Agreement - Indemnification." 

Management of Interstate Energy 
As provided in the Merger Agreement, at the Effective Time, the Interstate Energy Board will 

consist of fifteen directors, six designated by WPLH, six designated by IES and three designated by 
IPC. At the Effective Time, Mr. Liu will become Chairman of Interstate Energy, Mr. Davis will be 
President and Chief Executive Officer of Interstate Energy and Mr. Stoppelmoor will become Vice 
Chairman of Interstate Energy. In addition, following the Effective Time, Mr. Chase will become 
President of New IPC or IPC, as the case may be, and Lance W Ahearn ("Mr. Ahearn") will become 
President and Chief Operating Officer of the holding company for the non-utility businesses of 
Interstate Energy. To date, WPLH, IES and IPC have not determined the individuals, in addition to 
the foregoing, who will be designated to serve as directors or officers of Interstate Energy or its 
subsidiaries as of the Effective Time. See "The Mergers - Employment Agreements" and "Interstate 
Energy Following the Mergers - Management of Interstate Energy." 

Conditions to the Mergers 
The respective obligations of WPLH, IES and IPC to consummate the Mergers are subject to the 

satisfaction of certain conditions, including: the approval of the Merger Agreement by the shareown
ers of each of WPLH, IES and IPC;'the receipt of all material governmental approvals; the absence of 
any injunction that prevents the consummation of the Mergers; the listing on the NYSE of the shares 
of Interstate Energy Common Stock to be issued pursuant to the terms of the Merger Agreement; the 
qualification of the business combination to be effected by the Mergers as a pooling of interests 
transaction for accounting.purposes; the accuracy of the representations and warranties of the other 
parties set forth in the Merger Agreement as of the Closing Date (as defined herein) (except for' 
inaccuracies which would not reasonably be likely to result in a material adverse effect); the perform
ance by the other parties in all material respects, or waiver, of all obligations required to be performed 
under the Merger Agreement and the Stock Option Agreements; the receipt of an officer's certificate 
from the other parties. stating that certain conditions. set forth in the Merger Agreement have been 
satisfied, there having been no material adverse effect on any other party; the receipt of opinions that 
the Mergers will.qualify as tax-free reorganizations; the receipt of certain material third-party con
sents; the receipt of letters from affiliates of the other parties with respect to transactions in securities 
of WPLH, IES or IPC; and the effectiveness of the Joint Registration Statement. See "The Merger 
Agreement - Conditions to Each Party's Obligation to Effect the Mergers." 

Rights to Terminate, Amend or Waive Conditions 
The Merger Agreement may be terminated under certain circumstances, including: by mutual 

consent of WPLH,. IES and IPC; by any party if the Mergers are not consummated by May 10, 1997, 
(which date may. be extended to May 10, 1998 under certain circumstances); by any party if the 
requisite shareowner approvals are not obtained or if any state or federal law or court order prohibits 
consummation of the Mergers; by a non-breaching party if there occurs a material breach of the 
Merger Agreement which is not cured within 20 days; or by.a party,'under certain circumstances, as a 
result of a more favorable third-party tender offer or business combination proposal with respect to 
such party. The Merger Agreement requires that termination fees be paid under certain circum
stances, including if there is a material, willful breach of the Merger Agreement or if, under certain 
circumstances, a business combination with a third party is consummated within two and one-half 
years of the termination of the Merger Agreement. The aggregate'termination fees under this provi
sion together with the amounts payable under certain provisions of the Stock Option Agreements may 
not exceed $40,000,000 payable by each of WPLH and IES and $20,000,000 payable by IPC. See "The 
Merger Agreement - Termination," "The Merger Agreement - Termination Fees". and "The Stock 
Options Agreements - Certain Repurchases and Other Payments." The Merger Agreement also 
provides for the reimbursement of documented out-of-pocket expenses incurred by the non-breaching.  
party or parties in the event the Merger Agreement is terminated under certain circumstances. In the 
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event that the Merger Agreement provides for expense reimbursement and the breach giving rise to 
the termination of the Merger Agreement is not willful, each non-breaching party is entitled to 
reimbursement of documented out-of-pocket expenses, not to exceed $5,000,000 for each non-breach
ing party. In the event of a willful breach, the $5,000,000 limit on expense reimbursement will not 
apply. The Merger Agreement does not provide for any modification in the Ratios due to changes in the 
operating results, financial condition or trading,prices ofthe WPLH Common Stock, IES Common 
Stock or IPC: Common Stock between the time of the execution of the Merger Agreement and the 
consummation of the transactions contemplated thereby.  

The Merger Agreement may be amended by the boards of directors of the parties at any time 
before or after its approval by the shareowners of WPLH, IES and IPC, but after any such approval, no 
amendment. imay be made which alters or changes (i) the amount or kind of shares, rights or the 
manner of conversion of such shares, (ii) the terms or conditions of the Merger Agreement, if such 
alteration or change, 'alone or iri' the aggregate, would materially adversely affect the rights of the 
WPLH, IES or IPC shareowners, or (iii) any term of the WPLH, IES or IPC Charter, except for 
alterations or changes that could otherwise be adopted by the Interstate Energy Board without the 
further approval of such shareowners. See "The Merger Agreement - Amendment and Waiver." 

At any time prior to the.Effective Time, to the extent permitted by applicable law, the conditions 
to WPLH's, IES's or IPC's obligation to consummate the Mergers may -be waived by'such party. Any 
determination to waive a condition' would depend upon the facts and circumstances existing at the 
time of such waiver and. would be made by the waiving parties' boards of directors, exercising their.  
fiduciary duties to their shareowners. See "The Merger Agreement - Amendment and Waiver." 

Certain Federal Income Tax Consequences 
WPLH's obligation to effect the Mergers is conditioned on the delivery of an opinion to WPLH 

from Foley &Lardner, counsel for WPLH, IES's obligation to effectthe Mergers is conditioned upon 
the delivery of an opinion to IES from Winthrop, Stimson, Putnam &.Roberts, counsel for IES, and 
IPC's obligation to effect the Mergers is conditioned upon the delivery of an opinion to IPC from 
Milbank,- Tweed, Hadley & McCloy, counsel for IPC, each dated as of the Closing Date, based upon 
certain custoinary representations 'and assumptions set forth therein, substantially to the effect that, 
'for federal income tax purposes, each of the mergers to which such party or its subsidiaries is a 
constituent constitutes a tax-free reorganization within the meaning of Section 368(a) of the Internal 
Revenue Code of 1986, as amended (the "Code").  

Subject to the approval by the IPC stockholders of the IPC Charter Amendment, and provided 
that there shall have been no adverse changes in.applicable law or facts prior to the Effective Time, in 
general: (i) no gain or loss will be recognized by WPLH, IES, IPC, or Acquisition (or New IPC, Utilities 
and New Utilities, if applicable) pursuant to the Mergers; (ii) no gain or loss will be recognized by 
holders of IES Common Stock or IPC Common' Stock (or New IPC Common Stock, if applicable) upon 
the exchange. of their IES Common Stock or IPC Common Stock (or New IPC Common Stock, if 
applicableY into Interstate Energy Common Stock ph' sianttothe Mergers; (iii) no gain or loss will be 
recognized by holders of IPC Preferred Stock (or New IPC Preferred Stock, if applicable) either upon 
consummation of the IPC Direct Merger (or the IPC Merger, if applicable) or, if applicable, upon the 
exchange of their IPC Preferred Stock for New IPC Preferred Stock pursuant to the IPC Reincorpora
tion Merger; and (iv) no gain or loss will be recognized by shareowners of WPLH upon consummation 
of the' Mergers'. See "The Mergers - Certain Federal Income Tax Consequences." 

EACH SHAREOWNER IS URGED TO CONSULT HIS, HER OR ITS TAX ADVISOR AS TO 
THE TAX CONSEQUENCES OF THE MERGERS-APPLICABLE TO THE INDIVIDUAL CIRCUM
STANCES OF SUCH SHAREOWNER UNDER FEDERAL, STATE, LOCAL OR ANY OTHER 
APPLICABLE LAW.  
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Operations After the Mergers 

Following the Mergers, Interstate Energy will be a registered public utility holding company 
under the 1935 Act (unless pending legislation to repeal the 1935 Act has been enacted), and the 
operating utilities WP&L, New Utilities or Utilities, as the case may-be, and New IPC or IPC, as the 
case may be, will be its principal subsidiaries. The headquarters of Interstate Energy will be in 
Madison, Wisconsin. The headquarters of the three utility subsidiaries will remain in their current 
locations, WP&L in Madison, Wisconsin, New Utilities or Utilities in Cedar Rapids, Iowa and New IPC 
or IPC in Dubuque, Iowa. Interstate Energy's utility subsidiaries are expected to serve approximately 
870,000 electric customers and 360,000 natural gas customers in portions of Iowa, Illinois, Minnesota 
and Wisconsin. The business of Interstate Energy will be to operate as a holding company for its utility 
subsidiaries and various non-utility subsidiaries. WPLH, IES and IPC recognize that the SEC could 
require divestiture of all or part of their existing gas operations and certain non-utility operations 
under the registered holding company structure, but intend to seek approval from the SEC to retain 
such businesses. See "Regulatory *Matters" and 'Interstate. Energy Following the Mergers 
Operations." 

Regulatory Matters 

The approval of the SEC under the 1935 Act, the Nuclear Regulatory Commission (the "NRC") 
under the Atomic. Energy Act of 1954, as amended (the "Atomic Energy Act"), the Federal Energy 
Regulatory Commission (the "FERC") under the Federal Power Act, as well as the approval of the 
Iowa Utilities Board (the "IUB"), the Illinois Commerce Commission (the "ICC"), the Minnesota 
Public Utilities Commission (the "Minnesota Commission") and the Public Service Commission of 
Wisconsin (the "Wisconsin Commission") under applicable state laws and the expiration or termina
tion of the applicable' waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 
1976, as amended (the "HSR'Act"), are required in order to consummate the Mergers.  *'Upon. consummation of the Mergers, Interstate Energy will be required to register as a holding 
company under the 1935 Act unless pending legislation to repeal the 1935 Act has been enacted. The 
1935 Act imposes restrictions on the operations of registered holding company systems. Among these 
are requirements that securities issuances, sales and acquisitions of utility assets, securities of utility 
and other companies, and any other interests in any'business be approved by the SEC. The 1935 Act 
also limits the ability of registered holding companies tp engage in non-utility ventures and regulates 
holding company system service companies and the rendering of services by holdihg company affili
ates to the system's utilities. WPLH, IES and IPC believe the foregoing restrictions and limitations 
imposed by the. 1935 Act in its current form may limit.,possible operations of Interstate Energy 
following the Mergers. However, WPLH, IES and IPC believe the-benefits of the Mergers exceed the 
potential adverse effects of such 1935 Act regulation. .  

In additipn, the SEC historically has interpreted the' 1935 Act to preclude registered holding 
companies, with limited exceptions, from owning both electric and gas utility systems. Although the 
SEC has-recently recommended that registered holding companies be allowed to hold both gas and 
electric utility operations if the affected states agree, it remains possible that the SEC mayrequire as a 
condition to its approval of the Mergers that WPLH, IES and IPC divest their gas utility properties 
and possibly certain non-utility ventures within-a reasonable time after the Mergers. In certain cases, 
the SEC has allowed the retention'of such properties or deferred' the question of divestiture for a 
substantial period of time. In those cases in which divestiture has taken place, the SEC has usually 
allowed enough time to complete the divestiture so as to allow the applicant to conduct an orderly sale 
of the divested assets. WPLH, IES and IPC believe there are 'strong policy reasons and prior SEC 
decisions which support their retention of existing gas utility properties and non-utility ventures, or, 
alternatively, which support deferring the question-of divestiture for a substantial period of tinie.  
Accordingly, WPLH, IES and IPC will request in their 1935 Act application that WPLH, IES and.IPC 
be allowed to retain, or in the alternative that the question of divestiture be deferred with respect to, 
WPLH's, IES's and IPC's existing gas utility properties and non-utility ventures. Should. the SEC 
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deny this request, a required divestiture could, under certain circumstances, be at a price below fair 
market value or otherwie on terms deemed unsatisfactory by Interstate Energy and could have a 
material adverse effect on the operations, earnings and financial condition of Interstate Energy.  

Legislation to repeal the 1935 Act was introduced in Congress in. 1995 and is pending. No 
assurance can be given as to when or if such legislation will be considered or enacted. The Staff of the 
SEC has also recommended that the SEC "permit combination systems'by registered holding compa
nies if the affected states concur," and theSEC has proposed rules that would relax current restric
tionsi on investment by, registered holding companies in certain "energy. related," non-utility 
businesses. No prediction can be made as to the outcome of these legislative and regulatory proposals.  

Following consummation of the Mergers, Interstate Energy also will be subject to regulation by 
the Wisconsin Commission under Section 196.795 Wis. Stats. (the "Wisconsin Holding Company 
Act") as WPLH and WP&L are currently. The Wisconsin Holding Company Act regulates, among 
other things, the type and amount of investments in non-utility bisinesses. WPLH, IES and IPC do 
not expect such regulation to have a materially adverse effect upon the operations of Interstate 
Energy following the Mergers. WPLH, IES and IPC believe, and'intend to take appropriate action to 
establish, that IPC and Utilities qualify as "'public utility affiliates" of Interstate Energy within the 
meaning of the Wisconsin Holding Company Act. If, however, IPC' and Utilities, as presently consti
tuted, were.to be deemed nonutility affiliates (because they are not Wisconsin utilities or Wisconsin 
corporations), the parties reserve the right to take such action as may be required to cause IPC.and 
Utilities to be treated as "public utility affiliates" for purposes of the Wisconsin Holding Company 
Act. Under the alternative structure set forth in the Merger. Agreement, IPC and Utilities would 
become Wisconsin corporations and acquire certain of the water' utility operations currently con
ducted by WP&L within the State of Wisconsin. Although the parties believe that the Mergers can be 
consummated under either or both structures in compliance with the Wisconsin Holding Company 
Act, that statute has not been authoritatively construed, and no assurance as to the interpretation of.  
that statute can be given. The companies currently intend to seek regulatory approval to effect the 
transactions under either structure. WPLH, IES and IPC believe that, under the reincorporation 
structure, the Wisconsin Commission'would not seek to regulate activities of New Utilities and New 
IPC following the Mergers other than 'those' activities directly related to the water utility properties 
and.the provision of water utility service in the State of Wiscohisin.  

Under the Merger Agreement, WPLH, IES and IPC have agreed to use all reasonable efforts to 
obtain all governmental authorizations necessary or advisable to consummate or effect the transac
ti'ons contemplated by the Merger Agreement. Various partiesmay seek to intervene in these proceed
ings to oppose the Mergers or to have conditions imposed upon the receipt of necessary approvals.  
While WPLH, IES and IPC believe that they will receive the requisite regulatory approvals for -the 
Mergers, there can be no assurance as to the timing of such approvals or the ability of such parties to 
obtain such approvals on satisfactory terms'or otherwise. It is a condition to the consummation of the 
Mergers that final orders approving the Mergers be obtained' from the various federal and state 
commissions described above on termsand conditions which'would'not'have, or would not be reasona
bly likely to have, a material adverse effect on the business, assets, financial condition, results of 
operations .or' prospects of Interstate Energy, or which would be materially inconsistent with the 
agreements of the parties contained in the Merger Agreement. There can be no assurance that any 
such approvals will not contain terms or conditions that cause such approvals to fail to satisfy such 
condition to the consummation of the Mergers. Should any such approvals contain terms aid condi-, 
tions unsatisfactory to WPLH, IES or IPC, such party may waive the condition to consummation of, 
and.may proceed with, the. Mergers. Additional shareowner approval for any such waiver will not be 
required or sought. See "Regulatory Matters." 

Accounting 'Ireatment 
The Mergers will be treated by the parties as a pooling of interests for accounting purposes. See 

"The Mergers'- Accounting Treatment." The receipt by each of WPLH, IES and IPC of a letter from 
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their respective independent accountants, stating that the transaction will qualify as a pooling of 
interests, is a condition precedent to the consummation of the Mergers. See "The Merger Agree
ment - Conditions to Each Party's Obligation to Effect the Mergers." 

Dissenters' Rights 
Under Iowa law, holders of record of IES Common Stock as of the IES Record Date who do not 

wish to accept shares of Interstate Energy Common Stock in the IES Merger have the rightto have the 
fair value of the IES shares appraised by judicial determination and paid to them in cash. In order to 
perfect such dissenters' rights, holders of IES Common Stock must comply with the procedural 
requirements of the IBCA, including, without limitation, filing written notice with 'IES prior to the 
IES Meeting of such shareholder's intention to dissent and demand payment of the fair value of his or 
her shares, not voting in favor of the Merger Agreement and making a written demand for payment 
and depositing the certificates representing such shares within 30 days after notice is given by IES of 
the results of the vote at the IES Meeting. See "The-Mergers - Iowa Dissenters' Rights" and Annex P 

Under Delaware law, holders of record of IPC Preferred Stockas of the IPC Record Date who wish 
to exercise dissenters' rights with respect to the IPC Direct Merger or who do not wish to accept New 
IPC Preferred Stock in the IPC Reincorporation Merger, as the case may be, have the right to have the 
fair value of their shares of IPC Preferred Stock appraised by judicial determination and paid to them.  
In order to perfect such dissenters' rights, holders of IPC Preferred Stock must comply with the 
procedural requirements of the DGCL, including, without limitation, delivering to IPC before the IPC 
Meeting a written notice of such stockholder's intention to dissent and demand appraisal of his or her 
shares, not voting in favor of the Merger Agreement and filing a petition in the Delaware Court of 
Chancery (the "Delaware Chancery Court") demanding a. determination of the fair value of the IPC 
Preferred Stock. Under Delaware law, the holders of IPC Common Stock have no dissenters' rights in 
connection with the Mergers. See "The Mergers - Delaware Dissenters' Rights" and Annex Q.  

Under Wisconsin law, the holders of WPLH Common Stock have no dissenters' rights. See "The 
Mergers - No Wisconsin Dissenters' Rights." 

Dividends 

WPLH, IES and IPC Prior to the Effective Time. Pursuant to the Merger Agreement, each of 
WPLH, IES and IPC shall not, and shall not permit any of its subsidiaries to, declare or pay any 
dividends on, or make other distributions in respect of, any of its capital stock, other than to such 
party or its wholly-owned subsidiaries and 'other than dividends required to be paid on, any series of 
cumulative preferred stock,,no par value, of IES ("IES Pi-eferred Stock") (no shares- of which are 
currently outstanding), Utilities Preferred Stock,, preferred stock, no par value, of.WP&L ("WP&L 
Preferred Stock"), or IPC Preferred Stock in accordance with the respective terms thereof, and 
regular quarterly dividends to be paid on' WPLH Common Stock, IES Common Stock and IPC 
Common Stock not to exceed in any fiscal year 100% of the dividends for the prior fiscal year in the 
case of IES and IPC and 105% in -the case of WPLH.  

Interstate Energy After the Effective Time. It is anticipated that Interstate Energy will retain 
WPLH's then current common share dividend payment level as. of the Effective Time., WPLH's current 
annualized dividend rate is $1.97 per share, IES's annual dividend rate is currently. $2.10 per share 
and IPC's annual dividend rate is currently $2.08 per share. The dividend policy of Interstate Energy 
is subject to evaluation from time to time by the Interstate Energy Board based on Interstate Energy's 
results of operations, financial condition, capital requirements and other relevant considerations, 
including regulatory considerations. Declaration and timing of dividends on Interstate Energy' Com
mon Stock will be a business decision to be made by the Interstate Energy Board from time to time 
based upon the results of operations and financial condition of Interstate Energy and its subsidiaries 
and such other business considerations as the Interstate Energy Board considers relevant in accor
dance with applicable laws. See "Interstate Energy Following the 'Mergers',' and "Description of 
Interstate Energy Capital Stock- Interstate Energy Common Stock." 
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Preferred Stock after the Effective Time. Following the Effective Time, dividends will be paid on 
shares of IES Preferred Stock (if any such shares are then outstanding), Utilities Preferred Stock 
(unless such shares are redeemed in connection with the Utilities Reincorporation Merger), WP&L 
Preferred Stock and IPC Preferred Stock (or New IPC Preferred Stock if the IPC Reincorporation 
Merger is effected) in accordance with the respective terms of such. stock.  

Amendments to WPLH Charter 
Pursuant to the Merger Agreement, subject to the approval of each of the WPLH Charter 

Amendments by WPLH's shareowners at the WPLH Meeting, the WPLH Charter will be amended no 
later than the Effective Time as provided in Annex 0. The WPLH Charter Amendments will (i) change 
the name of WPLH.to Interstate Energy Corporation; and (ii) increase the number of shares of WPLH 
Common Stock authorized for issuance from 100,000,000 to 200,000,000. The WPLH Charter, as so 
amended, willibe the Restated Articles of Incorporation of Interstate Energy (the "Interstate Energy 
Charter") at the Effective Time and until thereafter amended in accordance with the WBCL and the 
Interstate Energy Charter. Approval of each of the WPLH Charter Amendments is a condition 
precedent to ihe consummation of the Mergers. See "Amendments to WPLH Restated Articles of 
Incorporation." 

Amendment to IPC Charter 
Subject to the approval of the IPC Charter Amendment by IPC's stockholders at the IPC Meeting, 

the IPC Charter will be amended following the IPC 'Meeting and prior to the Effective Time as 
provided in Annex R. The IPC Charter Amendment would provide that each share of IPC Preferred 
Stock outstanding from time to time will have one vote, voting together as one class with the holders of 
IPC Common Stock (except as otherwise required by applicable law or as specifically set forth in the 
IPC Charter),, on all matters to come before a vote of the stockholders of IPC. The IPC Charter 
Amendment is designed to comply with certain provisions of the Code to enable the IPC Merger to 
qualify as a tax-free reorganization. under the Code. Approval of the IPC 'Charter Amendment is a 
condition precedent to the consummation of the Mergers. See "Amendment to IPC Restated Certifi
cate of Incorporation" and "The Mergers - Certain Federal Income Tax Consequences." 

Comparison of Rights of Shareowners 
As a result'of the Mergers, holders of IES Common Stock (other than IES Dissenting Shares) will 

become shareowners of.Interstate Energy, a.Wisconsin corporation. Such shareowners will have 
certain different rights as Interstate Energy shareowners than they had as shareowners of IES, both 
because. of the differences between the IES Charter and the IES Bylaws and the Interstate Energy 
Charter and the bylaws of Interstate Energy (the "Interstate Energy Bylaws"), and because of 
differences between Wisconsin and Iowa corporation law. For a comparison of Wisconsin and Iowa law' 
and the charter and bylaw provisions of IES and Interstate Energy, see "Comparison of Shareowner 
Rights." 

As a result of the Mergers, holders of IPC Common Stock will become shareowners of Interstate 
Energy, a Wisbonsin corporation. Such shareowners will have certain different rights as Interstate 
Energy sharedwners than they had as shareowners of IPC, both because of the differences between 
the IPC Charter and the IPC Bylaws and the Interstate Energy Charter and the Interstate Energy 
Bylaws, and because of differences between Wisconsin and Delaware corporation law. In 'the event 
that the IPC Reincorporation Merger is effected, holders of IPC Preferred Stock (other than IPC 
Dissenting Shares) 'will receive in the IPC Reincorporation Merger shares of New IPC Preferred 
Stock, the terms (including dividend rates) and designations of which will be substantially identical to 
those of the corresponding shares of IPC Preferred Stock (as set forth in the IPC Charter), including 
the additional voting rights proposed to be approved at the IPC Meeting. The rights of holders of New 
IPC Preferred, Stock may be different in certain respects under Wisconsin law than the rights of 
holders of IPC Preferred Stock under Delaware law. For a comparison of Wisconsin and Delaware law, 
and the charter and bylaw provisions of IPC and Interstate Energy, see 'Comparison of Shareowner 
Rights." 
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SELECTED HISTORICAL AND PRO FORMA DATA 

The summary below sets forth selected historical financial and market data and selected 
unaudited pro forma financial. data. The financial data should be read in conjunction with the 
historical consolidated financial statements and related notes thereto of WPLH, IES and IPC, incorpo
rated herein by reference, and in conjunction with the unaudited pro forma combined financial 
statements and related notes thereto of Interstate Energy included elsewhere in this Joint Proxy 
Statement/Prospectus. See "Unaudited Pro Forma Combined Financial Information." 

Selected Historical Financial and Market Data 
The selected historical financial data of each of WPLH, IES and IPC for the five years ended 

December 31, 1995, set forth below, have been derived (except as described below) from audited 
financial statements. The selected historical financial data of WPLH, IES and IPC as of and for the 
twelve-month period ended March 31, 1996, set forth below, have been derived (except as described 
below) from unaudited financial statements. The financial data of WPLH set forth below have been 
adjusted to reflect the restatement of such data to account for :certain discontinued operations 
discussed in the notes hereto. The selected historical market data of each of WPLH, IES and IPC for 
the dates indicated below are based on the closing sales prices of WPLH Common Stock, IES Common 
Stock and IPC Common Stock as reported on the NYSE Composite Tape for such dates. The Aggregate 
Market Capitalization represents the product of the closing sale prices on such dates multiplied by the 
number of outstanding shares on such dates.  
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-WPL Holdings, Inc.  

1\velve Months Year Ended December 31, 

March 31, 1996 1995 1994 1993 1992 1991 

(Dollars in thousands except per share and ratio data) 
Income Statement Data 

Operating Revenues . . . . $ 852,258 $ 807,255 $ 795,717 $ 738,604 $ 673,273 $ 669,549 
Operating Income . . . . . 158,865 149,404 131,815 127,944 117,959 132,605 
Allowance for Borrowed 
and Other Funds Used 
During Construction . 2,503 2,088 4,038 4,031 3,680 1,959 

Preferred Dividend 
Requirements of 
Subsidiary ............ 3,310 3,310 3,310 3,928 3,811 3,811 

Income From Continuing 
Operations (a)(g)(j) . . .. 83,239 71,618 66,424 63,685 58,007 65,930 

Earnings per Common 
Share from Continuing 
Operations (a(g)() . $ 2.70 $ 2.33 $ 2.17 $ 2.15 $ 2.10 $ 2.42 

Cash Dividends Declared 
per Common Share ... . $ 1.948 $ 1.94 $ 1.92 $ 1.90 $ 1.86 $ 1.80 

December 31, 

March 31, 1996 1995 1994 1993 1992 1991 

(Dollars in thousands except per share and ratio data) 
Balance Sheet Data 

Total Assets-(j) ....... $1,838,674 $1,872,414 $1,805,901 $1,761,899 $1,565,898 $1,383,499 
Long-Term Obligations 

(c) ...... .. ....... 429,753 433,759 450,942 425,887 418,960 371,904 
Commercial Paper, Notes 

Payable and Other. 57,896 109,525 64,501 91,902 71,427 . 52,838 
Variable Rate Demand 

Bonds ..... .......... 56,975 56,975 56,975 56,975 57,075 57,875 
Preferred Stock 

Not Subject to 
Mandatory 
Redemption ........ 59,963 59,963 59,963 59,963 62,449 62,449 

Subject to Mandatory 
Redemption ....... . .  

Common Stock Equity Cj) 613,628 597,470 597,798 582,966 483,536 459,659 
Book Value per Common 
Share j) ............. $ 19.94 $ 19.41 $ 19.43 $ 19.15 $ 17.38 $ 16.84 

December 31, 
March 31, 1996 1995 1994 1993 1992 1991 

Market Data -omnon 
Stock 
Aggregate Market 
Capitalization (millions) $ 950 $ . 942 $ 842 $ 1;001 $ 943 $ 894 

Closing Market Price per 
Share .............. $ 30.875 $ 30.625 $ 27.375 $ 32.875 $ 33.875 $ 32.75, 

Ratio of Market Value to 
Book Value (j) ........ 1.55x 1.58x 1.41x 1.72x 1.95x 1.94x 

See accompanying Notes to Selected Historical and Pro Forma Data 
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IES Industries Inc.  

'TWelve Months Year Ended December 31, 
Ended VearEndedDecember_31, 

March 31, 1996 1995 1994 1993 1992 1991 
(Dollars in thousands except per share and ratio data) 

Income Statement Data 
Operating Revenues $ 887,816 $ 851,010 $ 785,864 $ 801,266 $ 678,296 $ 661,538 
Operating Income. .... 166,594 151,712 147,933 151,269 109,024 103,357 
Allowance for Borrowed 

and Other Funds Used 
During -Construction . .. 2,999 3,424 3,910 1,972. 3,177 2,086 

Preferred and Preference 
Dividend Requirements 
of Subsidiary ......... 914 914 914 914 1,729 2,170 

Income from Continuing 
Operations (a)(i) ...... 71,531 64,176 66,818 67,938 48,711 44,657 

Earnings per Common 
Share from Continuing 
Operations (a)(i) ...... .$ 2.43 $ 2.20 $ 2.34 $ 2.45 $ 1.92 $ 1.85 

Cash Dividends Declared 
per Common Share . . . . $ 2.10 $ 2.10 $ 2.10 $ 2.10 $ 2.10 $ 2.03 

December 31, 
March 31, 1996 1995 1994 1993 1992 1991 

(Dollars in thousands except per share and ratio data) 
Balance Sheet Data 

Total Assets . . . ..... ... $1,986,944 $1,985,591 $1,849,093 $1,699,819 $1,594,382 $1,448,492 . Long-Term Obligations 
(c) ................. .. 653,450 656,543 626,011 577,611 553,257 507,921 

Commercial Paper, Notes 
Payable and Other . ... 92,000 101,000 37,000 24,000 92,000 40,900 

Preferred and Preference 
Stock 
Not Subject to 
Mandatory 
Redemption ...... 18,320 18,320 18,320 18,320 18,320 18,320 

Subject to Mandatory 
Redemption.........- - - - 10,874 

Common Stock Equity . 615,820 612,346 591,783 572,051 482,729 463,296 
Book Value per Common 
Share .............. $ 20.75 $ 20.75 $ 20.56 $ 20.21 $ 18.89 $ 19.07 

December 31, 
March 31, 1996 1995 1994 1993 . 1992 1991 

Market Data - Common 
Stock 
Aggregate Market 

Capitalization (millions). $ 827 $ 782 $ 727 $ 885 $ 754 $ 662 
Closing Market Price per 
Share ............. . $ 27.875 $ 26.50 $ 25.25 $ 31.25 $ 29.50 $ 27.25 

Ratio of Market Value -to 
Book Value .......... .... 1.34x 1.28x 1.23x 1.55x 1.56x 1.43x 

See accompanying Notes to Selected Historical and Pro Forma Data 
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Interstate Power Company (IPC) 

IWelve Months Year Ended December 31, Ended 
March 31, 1996 1995 1994 1993 1992 1991 

(Dollars in thousands except per share and ratio data) 
Income Statement Data 

Operating Revenues .......... $322,826 $318,542 $307,650 $309,468 $285,298 $291,805 
Operating Income (h) ......... . 69,190 66,776 43,435 43,791 44,521 60,911 
Allowance for Borrowed and Other 
Funds Used During Construction 304 341 498 213 371 2,094 

Preferred and Preference Dividend 
Requirements .............. 2,459 2,458 2,454 2,861 2,975 3,075 

Income from Continuing 
Operations (h) ............. .. 26,982 25,198 18,213 16,126 16,242 26,435 

Earnings per Common Share from 
Continuing Operations (h) ... $ 2.82 $ 2.63 $ 1.92 $ 1.73 $ 1.74 $ 2.84 

Cash Dividends Declared per 
Common Share ............. .. $ 2.08 $ 2.08 $ 2.08 $ 2.08 $ 2.08 $ 2.04 

Ratio of Earnings to Fixed.  
Charges Plus Preferred and 
Preference Dividend 
Requirements (b) ........... .. 3.15x 2.99x 2.26x. 2.14x 2.13x 2.92x 

December 31, 

March 31, 1996 1995 1994 1993 1992 1991 
(Dollars in thousands except per share and ratio data) 

Balance Sheet Data 
Total Assets .:....... ............. $630,107 $634,316 $628,845 $604,361 $558,100 $550,631 
Long-Term Obligations (c) ...... 188,899 188,880 203,032 203,170 199,532 .205,036 
Commercial, Paper, Notes Payable 
and Other ............... . .23,150 39,300 35,600 20,100 9,000 7,200 

Preferred and Preference Stock 
Not Subject to Mandatory 
Redemption ............... .. 10,819 10,819 10,819 10,819 20,911 20,911 

Subject to Mandatory 
Redemption ........... . .... 24,062 24,036 23,933 23,837 14,426 .15,782 

Common Stock Equity ......... .. 201,713 197,770 192,505 189,809 190,324 193,421 
Book Value per Common Share . . $ 21.09 $ 20.68 $ 20.13 $ 20.21 $ 20.47 $ 20.80 

December 31, 

March 31, 1996 1995 1994 1993 1992 1991 

Market Data - Common Stock 
Aggregate Market Capitalization 

(millions) ............... ... $ .305 $ 317 $ 227 .$ 283 $ 287 $ 314 
Closing Market Price per Share . . $ 31.875 $ 33.125 $ 23.75 $ 30.125 $ 30.875 $ 33.75 
Ratio of Market Value to Book 
Value ..... ............... 1.51x 1.60x 1.18x 1.49x 1.51x 1.62x 

See accompanying Notes to Selected Historical and Pro Forma Data 
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Selected Unaudited Pro Forma Financial Data 
The following selected unaudited pro forma financial information combines the historical consoli

dated balance sheets and statements of income of WPLH, IES and IPC, including their respective 
subsidiaries, 'after giving effect to the Mergers. The unaudited pro forma combined balance sheet data 
at March 31, 1996 and December 31, 1995, 1994 and 1993 give effect to the Mergers as if they had 
occurred at the respective balance sheet dates. The unaudited pro forma combined statements of 
income for the twelve months ended March 31, 1996 and each of the years in the three-year period 
ended December 31, 1995 give effect to the Mergers as if they had occurred at January 1, 1993. These 
statements are prepared on the basis of accounting for the Mergers as a pooling of interests and are.  
based on the assumptions set forth in the notes thereto. The following information is not necessarily 
indicative of the financial position or operating results that would have occurred had the Mergers been 
consummated on the date as of which, or at the beginning of the periods for which, the Mergers are 
being given effect nor is it necessarily indicative of future operating results or financial position. See 
"Unaudited Pro Forma Combined Financial Information.", 

Interstate Energy Corporation Pro Forma Financial Data 

W1elve Months Year Ended December 31, 
Entded ____________ 

March 31, 1996 1995 1994 1993 

(Dollars in millions, except per share data) 
Income Statement Data 

Operating Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,063 $1,977 $1,889 $1,849 
Operating Income ....... .................................... 395 368 '323 323 
Allowance for Borrowed and Other Funds Used During Construction . . . 6 6 8 6 
Preferred Dividend Requirements of Subsidiaries ................ ..... . 7 . 7 7 8 
Income from Continuing Operations (a)(g)(h)(i)(j) ................. 182 161 151 148 
Earnings Per Common Share from Continuing 
Operations (a)(d)(g)(h)(i)C).................................... $ 2.56 $ 2.27 $ 2.16 $ 2.17 

Cash Dividends Declared per Common Share (d) .................... $ 1.99 $ 1.99 $ 1.98 $ 1.97 
Equivalent IES Pro Forma per Share Data (e) 

Earnings per Common Share (a)(g)(h)(i) ..... ....... ........ $ 2.59 $ 2.29 $ 2.18 $ 2.19 
Cash Dividends Declared per Common Share (f ................. ..... $ 2.01 $ 2.01 $ 2.00 $ 1.99.  

Equivalent IPC Pro Forma per Share Data (c) 
Earnings per Common Share (a)(g)(h)(i) ....... ............... $ 2.84 $ 2.52 $ 2.40 $ 2.41 
Cash Dividends Declared per Common Share(f .................. $ 2.21 $ 2.21 $ 2.20 $ 2.19 

March 31, December 31, 
1996 1995 1994 1993 

(Dollars in millions, except per share data) 
Balance.Sheet Data 

Total Assets0) ........................................... $4,456 $4,492 $4,284 $4,066 
Long-Term Obligations c). ............................... . 1,270 1,279 1,280 1,207 
Variable Rate Demand Bonds.................................. 57 57 57 57 
Commercial Paper, Notes and Other ....................... .. 173 250 137 136 
Preferred Stock 

Not Subject to Mandatory. Redemption ...................... 89 89 89 . .89 
Subject to Mandatory Redemption .............................. 24 24 24 24 

Common Stock Equity 0) ...................... ............. 1,423 1,399 1,382 - 1,345 
Book Value per Common Share C).......................... $19.94 $19.65 

Equivalent IES Pro Forma per Share Data (e) 
Book Value per Common Share 0) ................. ......... $20.14 $19.85 -

Equivalent IPC Pro Forma per Share Data (e) 
Book Value per Common Share Data 0) ....... ............. $22.13 $21.81 -

See accompanying.Notes to Selected Historical and Pro Forma Data 
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Comparative Book Values, Dividends and Earnings Per Common Share 

March 31, December 31, 
1996 1995 

Book Values Per Common Share 
WPLH/Interstate Energy 

Historical (j)............ ............... ......................... $19.94 $19.41 
Equivalent pro forma 0) ............... ............................. $19.94 $19.65 IES 
Historical ......... ............... $20.75 $20.75 
Equivalent pio forma (e)) .......................................... $20.14 $19.85 IPC 
Historical . . ..... ...... ...... . ... . $21.09 $20.68 Equivalent pro forma (e)0) .. . .. .. . .. .. $21$18 

Eqiaen r fra()().................................... .$22.13 $21.81 

lWelve Months Year Ended 
Ended December 31, 

March 31, 1996 1995 1994 1993 
Cash Dividends Declared Per Common Share 

WPLH/Interstate Energy 
Historical ..................................... ....... .. $1.948 $1.94 $1.92 $1.90 
Equivalent pro forma (d) ... . . . . . . . . . . . . . . . . . . 1.99 $1.99 $1.98 $1.97 IES 
Historical . . . . . . . . . . .. . . . . . . . .. . . . ........... . . . . ... $ 2.10 $2.10 $2.10 $2.10 
Equivalent pro forma (e)(f) . . . . . . . . . . . . ............. . . . ... .$ 2.01 $2.01 $2.00 $1.99 IPIO 
Historical . ........... .. . ............ . $ 2.08 $2.08 $2.08 $2.08 Equivalent pro forma (e)(f ....... n Operations .......... $ 2.21 $2.21 $2.20 $2.19 Earnings Per Common Share from Continuing Operations 

WPLH/Interstate Energy 
Historical (a)(g)o) ..................... .. ... $ 2.70 $2.33 $2.17 $2.15 Equivalent pro forma (a)(d)(g)(h)(j) ........... ......... ...... $ 2.56 $2.27 $2.16 $2.17 IES 
Historical (a)() ............................................ $ 2.43 $2.20 $2.34 $2.45 Equivalent pro forma (a)(e)(g)(h)(i) . . . . . . . .. . . . . . . . . . . . . . . ..$ 2.59 $2.29 $2.18 $2.19 IPC 
Historical (h)............... . ........ .. ... ........... $ 2.82 $2.63 $1.92 $1.73 
Equivalent pr6 forma (a)(e)(g)(h)(i) . . . . . . . . .. ... . . . . . . . . . ... . $ 2.84 $2.52 $2.40 $2.41 

See accompanying Notes to Selected Historical and Pro Forma Data 
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Notes to Selected Historical and Pro Forma Data 

(a) Income from Continuing Operations and Earnings per Common Share are based on income from 

continuing operations after preferred dividend requirements.  

(b) For purposes of computing the ratios of earnings to.fixed charges plus preferred and preference 

dividend requirements, "earnings" consist of income from continuing operations before account

ing changes (see Note k), plus interest charges, preferred and preference dividend requirements, 
income taxes, and the estimated interest component of rentals, minus the undistributed equity in 
earnings of unconsolidated investees. "Earnings" also include allowance for borrowed and other 

funds used during construction. "Fixed charges" consist of interest charges, the estimated inter

est component of rentals and the pre-tax dividend requirements on subsidiary preferred stock.  

Currently, the IPC Preferred Stock is not issued by a subsidiary; subsequent to the Mergers, the 
IPC Preferred Stock or the New IPC Preferred Stock, as the case may be, will be issued by a 
subsidiary of Interstate Energy. The -pro forma ratios of earnings to fixed charges plus preferred 

and preference dividend requirements of New IPC (after giving effect to the IPC Reincorporation 

Merger) for the years ended December 31, 1993, 1994 and 1995 and for the twelve months ended 

March 31, 1996 are 2.14, 2.26, 2.99 and 3.15, respectively.  

(c) Includes long-term debt, sinking fund requirements, current maturities, current and long-term 

capital lease obligations, net of unamortized discount and premium.  

(d) Pro forma per common share amounts give effect to the conversion of each share of IES Common 

Stock and IPC Common Stock outstanding into 1.01 and 1.11 shares, respectively, of Interstate 

Energy Common Stock. Pro forma per common share amounts do not, however, give effect to the 

cost-saving synergies of the transaction or transaction costs. For a description of the synergies, 
see "The Mergers - Reasons for the Mergers; Recommendations of the Boards of Directors." 

(e) Represents the pro forma equivalent of one share of IES Common Stock or one share of IPC 

Common 'Stock, as the case may be, calculated by multiplying the pro forma information by the 
conversion ratio of 1.01 and 1.11 shares, respectively, of Interstate Energy Common Stock for 

each share of IES Common Stock and IPC Common Stock.  

(f) Pursuant to SEC requirements, the amount is calculated based on historical dividends paid by 
WPLH, IES, and IPC combined. It is anticipated that Interstate Energy will retain WPLH's 

common share dividend payment level in effect at the Effective Time.  

(g) Noirecurring items affecting WPLH's 1994 performance include the impact of early retirement 

an d severance programs and the reversal of a coal contract penalty assessed by the Wisconsin 

Commission which was charged to income in 1989. The net after-tax impact of these items on 

income from continuing operations for the year ended December 31, 1994 was a decrease of $8.3 

million related to the early rtirement and severance programs offset by an increase of $4.9 

million related to the coal contract penalty reversal.  

(h) IPC's income from continuing operations includes expenses associated with environmental inves

tigation and remediation costs 'of former manufactured gas plants. Operating expenses -for the 

twelve months ended March 31, 1996 and for the years ended December 31, 1995, 1994 and 1993 
include $0.2 million, $0.3 million, $0.8 million and $3.5 million, respectively, for these costs. Other 

operating expenses for the twelve months ended March 31, 1996 and for the year ended Decem
ber 31, 1995 also include $0.8 million and $0.7 million, respectively, of legal fees related to coal tar 

remediation, compared 'With $1.0 million and $0.3 million for the years ended December 31, 1994 

and 1993, respectively. For the twelve months ended March 31, 1996 and for the years ended 

December 31, 1995, 1994 and 1993, $0.4 million, $0.6 million, $0.7 million and $0.6 million, 

respectively, of the foregoing expenses were recovered in rates.  

(i) Nonrecurring items affecting IES's income from continuing operations for the year ended Decem

ber 31, 1993 include various gains and losses related to sales of assets and property valuation 
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adjustments associated with its nonregulated businesses. The net after-tax impact of these items 
on income from continuing operations for the year ended December 31, 1993 was a decrease of 
$2.0 million.  

(j) The selected historical and pro forma data of WPLH reflect the discontinuance of operations of its 
utility energy and marketing consulting business in 1995. The discontinuance of this business 
resulted in a pre-tax loss of $7.7 million ($11.0 million net of the applicable income tax expenses) 
in 1995. Operating revenues, operating expenses, other income and expense and income taxes for 
the discontinued operations for the time periods presented have been excluded from income from 
continuing operations. Interest expense has been adjusted for the amounts associated with direct 
obligations of the discontinued operations.  

Operating revenues, related losses, and income tax benefits associated with the discontinued 
operations for the indicated tinie periods were as follows: 

Twelve 
Months 
Ended 

March 31, Year Ended December 31, 
1996 1995 1994 1993 

(Dollars in thousands) 
Operating revenues ................... .$15,969 $24,979 $34,798 $33,340 
Loss from discontinued operations before 
tax benefit ........................ $ 2,990 $ 3,663 $ 1,806 $ 1,761 

Income tax benefit .................... 1,184 1,451 .632 599 
Loss from discontinued operations ....... $ 1,806 $ 2,212 $ 1,174 $ 1,162 

(k) Accounting irinciples have been consistently applied in the financial statement presentations for 
WPLH, 1ES and IPC with one exception. IPC does not include unbilled electric and gas revenues 
in its calculation of total revenues. The utility subsidiaries of WPLH and IES accrue unbilled 
revenues. The impact of this difference in accounting principles among the companies does not 
have a material impact on the selected historical and pro forma data as presented and, accord
ingly, no adjustments have been made to conform accounting principles.  

Comparative Market Prices and Dividends 
The WPLH Common Stock, the IES Common Stock and the IPC Common Stock are listed on the 

NYSE, the CSE and the PSE; the WPLH Common Stockand the IES Common Stock are also listed on 
the BSE; and the IES Common Stock is also traded on the PhSE. The following table sets forth, for the 
periods indicated, the high and low sales prices of WPLH Common Stodk, IES Common Stock and IPC 
Common Stock as reported on the-NYSE Composite Tape and the dividends declared thereon.  

JES IPC WPLH 
High Low Dividends High Low Dividends High Low Dividends 

1993 
First Quarter.. ............... .. 3 1V 28% .525 34 30% .52 36 32V .475 
Second Quarter .............. 32% 28% .525 324 29 .52 36% 33W .475 
Third Quarter..... . . . . . ... 34 311 .525 31% 29 .52 36 35 .475 
Fourth Quarter ........ ... 34 29V/ .525 30% 291/8 .52 36 31 .475 

1994 
First Quarter ...... ......... 31% 27 .525 304 26% .52 32% 27% .48 
Second Quarter .............. 29 25V2 .525 29 22V .52 30% 26% .48 
Third Quarter . . . . . . . . . . . . . 28% 24% .525 24% 21 .52 29/a 27 .48 
Fourth Quarter . . . . . . . . . . . . . 26% 243 .525 23VY 20% .52 28% 26% .48 

24



IES IPC - . . WPLls 

High LAow Dividends High Low Dividends High Low Dividends 

1995 
First Quarter ................. .. 27% 24% .525 25V . 23 .52 31 27 .485 

Second Quarter . . . . . . . . . . . . .. 26% 20% .525 25 23 .52 30 27/ .485 

Third Quarter . . . . . . . . . . . . . . . 26% 21% .525 27Y 23 .52 29% 27V .485 

Fourth Quarter . . . . . . . . . . . . . . 28 25% .525 33 27V8 .52 31% 29V . .485 

1996 
First Quarter . . . . . . . . . . . . ... . . 29% 26V .525 33h 30. .52 32 29% .4925 

Second Quarter .............. 30/s 25V2 .525 321 29/8 .52 .32% 28% .4925 

Third Quarter ............... .. 30 29/ .525 32V 30% .52 32% 31% ..4925 

(through July 9) 

On November 10, 1995, the last full trading day before the public announcement of the execution 
and delivery of the Merger Agreement, the high, low and closing sales prices per share of (i) WPLH 
Common Stock on the NYSE were $30/m, $303/4 and $30%, respectively, (ii) IES Common Stock on the 
NYSE were $27/, $27 and $27Vs, respectively, and (iii) IPC Common Stock on the NYSE were $297/8, 
$29/8, and $29%, respectively. On May 22, 1996, the last full trading day before the public announce
ment of the execution and delivery of the amendment to the Merger Agreement, the high, low and 
closing sales prices per share of (i) WPLH Common Stock on the NYSE were $30%, $30% and $303%, 
respectively, (ii) IES Common- Stock on the NYSE were $28%, $28 and $28V, respectively, and 
(iii) IPC Common Stock on the NYSE were $31V, $31 and $31, respectively.  

For calendar year 1995, dividends paid per share of common stock were $1.94 for WPLH, $2.10 for 

IES and $2.08 for IPC. WPLH's current annualized dividend rate is $1.97 per share. It is anticipated 
that Interstate Energy will retain-WPLH's then current common share dividend payment level as of 
the Effective Time. Assuming the WPLH annual dividend level remains $1.97 as of the Effective Time, 
and giving effect to the Ratios, former holders of IES Common Stock will receive an annual dividend 
equivalent to approximately $1.99 per share of IES Common Stock held immediately preceding the 
Effective Time and former holders of IPC Common Stock will receive an annual dividend equivalent to' 

approximately $2.187 per share of IPC Common Stock held immediately preceding the Effective Time.  

On July 9, 1996, the most recent date for which it was practicable to obtain market price data 
prior to the printing of this Joint Proxy Statement/Prospectus, the high, low and closing sales prices 

per share of WPLH Common Stock on the NYSE were $32, $31% and $3 1%, respectively, the high, low 
and closing sales prices per. share of IES Common Stock on the NYSE were $29V2, $29V and $29/8, 
respectively, and the high, low and closing sales prices per share of IPC Common Stock on the NYSE 
were $31V, $30% and $30%, respectively. Accordingly, if the Mergers had been consummated on that 
date, each share of IES Common Stock would have been converted into the right to receive 1.01 shares 
of WPLH Common Stock having a market value of $32.07 based upon the closing price per share of 

WPLH Common Stock on such date and each share of IPC Common Stock would have converted into 

the right to receive 1.11 shares of WPLH Common Stock having a market value of $35.24 based on the 
closing price per share of WPLH Common Stock on such date.  

The market prices of WPLH Common Stock, IES Common Stock and IPC Common Stock are 
subject to fluctuation. WPLH shareowners, IES shareowners and IPC shareowners are urged to 
obtain current market quotations for WPLH Common Stock, IES Common Stock and IPC Common 
Stock.  
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MEETINGS, VOTING AND PROXIES 

This Joint Proxy Statement/Prospectusis being furnished to (i) the holders of WPLH Common 
Stock in connection with the solicitation of proxies by the WPLH Board from the holders of WPLH 
Common Stock for use at the WPLH Meeting, (ii) the holders-of IES Common Stock in connection 
with the solicitation of proxies by the IES Board from the holders of IES Common Stock.for use at the 
IES Meeting and (iii) the holders of IPC Common Stock in connection with the solicitation of proxies 
by the IPC Board from the holders of IPC Common Stock for use at the IPC Meeting.  

The WPLH Meeting 

Purpose of WPLH Meeting. The purpose of the WPLH Meeting is to consider and vote upon: (i) a 
proposal to approve the Merger Agreement and the transactions contemplated thereby (including, 
among other things, the issuance of shares of Interstate Energy Common Stock pursuant to the terms 
of the Merger Agreement); (ii) a proposal to approve the Name Change Amendment and the Common 
Stock Amendment; (iii) a proposal to elect a total of three directors for terms expiring at the 1999 
annual meeting of shareowners of WPLH or until their successors have been duly elected and 
qualified; (iv) a proposal to appoint Arthur Andersen LLP as independent auditors of WPLH for the 
year ending December 31, 1996, and (v) such other matters, if any, as may properly come before the 
WPLH Meeting. The WPLH Board is not aware, as of the date of mailing of this Joint Proxy 
Statement/Prospectus, of any 6ther matters which may properly comebefore the WPLH Meeting. If 
any such other matters properly, come before the WPLH Meeting, or any adjournment or postpone
ment thereof, it is the intention of the persons named in the WPLH proxy to vote such proxies in 
accordance with their best judgment on such matters.  

The WPLH Board, by unanimous vote of the directors present, has approved the Merger Agree
ment and each of the WPLH Charter Amendments, authorized the execution and delivery of the 
Merger Agreement, and recommends that WPLH shareowners vote FOR approval of the Merger 
Agreement (including the issuance of shares of Interstate Energy Common Stock pursuant to the 
terms of the Merger Agreement), FOR approval of each of the WPLH Charter Amendments, FOR the 
election of the nominated WPLH directors and FOR the appointment of Arthur Andersen LLP as 
independent auditors.  

Pursuant to the Merger Agreement, consummation of the Mergers is conditioned upon approval 
by the shareoirners of WPLH of proposals (i) and (ii) set forth above, but is not conditioned upon 
approval of the shareowners of WPLH of any other of the above proposals. If approved, each of the 
WPLH Charter Amendments will become effective only if the Mergers are consummated.  

Date, Place and Time; Record Date. The WPLH Meeting is scheduled to be held on Thursday, 
September 5, 1996, immediately following the annual meeting of WP&L which will be held -at 
10:00 a.m., Central Time, at the Exhibition Hall at the Dane County Exlo, Center, 1881 Expo Mall, 
Madison, Wisconsin. Holders of record of WPLH Common Stock at the close of business on July'10, 
1996, the WPLH Record Date, will be entitled to notice of and to vote at the WPLH Meeting. As of the 
close of business on the WPLH Record Date, 30,795,260 shares of WPLH Common Stock were issued 
and outstanding and entitled to vote.  

Voting Rights. Each outstanding share 'of WPLH Common Stock is entitled to one vote upon 
each'matter presented at the WPLH Meeting. A majority of the votes entitled. to be cast by holders of 
shares of WPLH Common Stock represented in person or by proxy, shall constitute a quorum foi each 
matter presented at the WPLH Meeting. Abstentions and.broker-non-votes (i.e., proxies froim brokers 
or nominees indicating that such persons have not received instructions from the beneficial owners or 
other persons entitled to vote shares as to a matter with respect to which brokers or nominees do not 
have discretionary power to vote) will be considered present for the purpose of establishing a quorum.  

- If a quorum is present, the affirmative vote of a majority of the votes entitled to be cast by the 
holders of the outstanding shares of WPLH -Common Stock entitled to vote thereon is required for 
approval of the Merger Agreement (including the issuance of shares of-Interstate Energy -Common 
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Stock pursuant to the terms of the Merger AX eeit). Under applicable Wisconsin law, in determin
ing whether the Merger Agreement (including the issuance of shares of Interstate Energy Common 

Stock pursuant to the terms of the Merger Agreement).has received the requisite number of affirma
tive votes, abstentions and broker non-votes will have the same effect as votes cast against approval of 

the Merger Agreement. Failure to return a WPLH proxy or to vote.in person at the WPLH Meeting 
will have the effect of a vote against the Merger Agreement. If a quorum is present, the affirmative 
vote of a majority of the votes entitled to be cast by the holders of the shares of WPLH Common Stock 
represented at the WPLH Meeting and entitled to vote thereon is required for approval of each of the 
WPLH Charter Amendments and for the appointment of Arthur Andersen LLP as WPLH's indepen
dent auditors for the year ending December 31, 1996. Ir tabulating the votes for each of the WPLH 

Charter Amendments and for the appointment of Arthur Andersen LLP an abstention has the same 
effect as a vote against, while broker non-votes are treated as shares not entitled to vote. The directors 

will be elected by a plurality' of the votes cast at the WPLH Meeting'(assum ing a quorum is present).  
Consequently, any shares not voted at the WPLH Meeting, whether due to abstentions or otherwise, 
will have no impact 'on the election 4of directors. The directors and executive offic'ers of WPLH, 
together with their affiliates as a group, are deemed to own beneficially less than 1% of the issued and 
outstanding shares of WPLH Common Stock.  

Proxies. Holders of the WPLH Common Stock may vote either in person or by properly executed 

proxy. By completing and returning the form of proxy, the WPLH shareowner authorizes the persons 

named therein to vote all the WPLH shareowner's shares on his or her behalf. Issued and outstanding 
shares of WPLH Common Stock which are represented by properly executed proxies will, unless such 
proxies have been revoked, be voted in accordance with the instructions indicated in such proxies., If 
no instructions are indicated on a properly executed proxy, such shares will be voted FOR approval of.  
the Merger Agreement (including the issuance of shares of Interstate Energy Common Stock pursu
ant to the terms of the Merger Agreement), FOR approval of each of the WPLH Charter Amendments, 
FOR the election of the nominated directors and FOR the appointment of Arthur Andersen LLP as 
WPLH's independent auditors for the year ending Decembei 31, 1996. AWPLH proxy may be revoked 

by voting'in person 'at the WPLH Meeting, by written notice to WPLH's Corporate Secretary, or by 
deliveryofa duly executed proxy bearirig.a later date, in'each case prior to the closing of the polls for 

voting at the WPLH Meeting. Attendance at the WPLH Meeting Will not in itself constitute revocation 
of a proxy.  

If an individual is a participant in the WP&L Employees' Retirement Savings Plan (the "WP&L 
Saviigs Plan"), the participantiwill receive a voting directive from the WP&L Savings Plan trustee for 
sh akres of WPLH Common Stock allocated to the participant's account under the WP&L Savings Plan.  
The trustee for the WP&L Savings Plan will vote such shares as instructed by the participant'in his or 
her voting. directive. If a participant does not return a voting directive, such participant's shares will 
be voted by the trustee for the WP&L'Savings Plan in its absolute discretion and in accordance with 

ERISA"'(as hereinafter defined).  

If.a WPLH shareowner is a participait in the WPLH Dividend Reinvestment and Stock Purchase 

Plan (the "WPLH DRIP"), the WPLH proxy will represent the shares'held on'behalf of the participant 
under the WPLH DRIP and stich 'shares will be voted in accordance with the instructions on the 
WPLH proxy. If a participant in the WPLH DRIP 'does not return a WPLH proxy, the participant's 
shares will not be voted.  

VWPLH will bear the cost of the solicitation of proxies for the WPLH Meeting, except that WPLH, 
IES and IPC have agreed to share the expenses incurred in connection with printing and filing 'this 
Joint Proxy Statement/Prospectus (43% by WPLH, 43% by IES and 14% by.IPC). See "The Merger 

Agreement - Expenses." In addition to soliciting proxies by mail, officers and employees of WPLH, 
without receiving additional compensation therefor, may solicit proxies by telephone, telecopy, tele
gram or in person. WPLH, IES and IPC have retained Morrow & Co., Inc. to assist in the solicitation of 
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proxies from their respective shareowners, including brokers' accounts, at an aggregate fee for such 
services of $15,000 plus an additional $2.00 per shareowner contact and reasonable out-of-pocket 
expenses.  

The WPlH Meeting may be adjourned to another date and/or place for any proper purpose 
(including, without limitation, for the purpose of soliciting additional proxies).  

The IES Meeting 

Purpose of IES Meeting. The purpose of the IES Meeting is to consider and vote upon: (i). a 
proposal toapprove the Merger Agreement and the transactions contemplated thereby; (ii) a proposal 
to elect.a board of nine directors to serve until the.next annual meeting or until their successors are 
duly elected and qualified; and (iii) such other matters, if any, as may properly come before the IES 
Meeting. The IES, Board is not aware, as of the date of mailing of this Joint Proxy Statement/ 
Prospectus, of any other matters which may properly come before the IES Meeting. If any such other 
matters properly come before the IES Meeting, or any adjournment or postponement thereof, it is the 
intention of the persons named in the IES proxy to vote such proxies in accordance with their best 
judgment on such matters.  

The IES Board, by unanimous vote of the directors present at the meeting, has approved the 
Merger Agreement, authorized the execution and delivery of the Merger Agreement, and recommends 
that IES shareholders vote FOR approval of the Merger Agreement and FOR 'the election of the 
nominated IES directors.  

Pursuant to the Merger Agreement, consummation of the Mergers is conditioned upon approval 
by the shareholders of IES of proposal (i) set forth above, but is not conditioned upon approval by the 
shareholders of IES of any other proposal.  

Date, Place and Time; Record Date. The IES Meeting is scheduled to be held on Thurhssday, 
September 5, 1996, at 10:00 a.m., Central Time, at the Collins Plaza Hotel, 1200 Collins Road N.E., 
Cedar Rapids, Iowa. Holders of record of IES Common Stock at the close of business on July 10,1996, 
the IES Record Date, will be entitled to notice of and to vote at the IES Meeting. As of the close of 
business on the IES Record Date, 29,923,233 shares of IES Common Stock were issued and outstand
ing and entitled to vote.  

Voting Rights. Each outstanding share of IES Common Stock is entitled to one vote upon each 
matter presented at the IES Meeting. A majority of the votes entitled to be cast by holders of shares of 
IES Common Stock, represented in person or by proxy, shall constitute a quorum for each matter 
presented at the IES Meeting. Abstentions and broker non-votes (i.e., proxies-from brokers or nomi
nees indicating that such persons have not received instructions from the beneficial owners or other 
persons entitled to vote shares as to a matter with respect to which brokers or nominees do not have 
discretionary power to vote) will be considered present foi the purpose of establishing a quorum.  

If a quorum is present, (i) the affirmative vote of a majority of the votes entitled to be cast by the 
holders of the outstanding shares of IES Common Stock entitled to vote thereon is required for 
approval of the Merger Agreement, and (ii) the affirmative vote of a majority of the votes entitled to be 
cast by the holders of the outstanding shares of IES Common Stock represented at the TES Meeting 
and entitled to vote thereon is required for the election of directors. Under applicable Iowa law, in 
determining whether the Merger Agreement and the nominees for directors have received the requi
site number of affirmative votes, abstentions and broker non-votes will have the same effect as votes 
cast against approval of the Merger Agreement and against approval of the nominees for director.  
Failure to return an IES proxy or to vote in person at the IES'Meeting will also have the effect of a vote 
against the Merger Agreement and against the nominees for director. The directors and executive 
officers of IES, together with their affiliates as a group, are deemed to own beneficially less than 1% of 
the issued and outstanding shares of IES Common Stock.  
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Proxies. Holders of IES Common Stock may vote either in person or by properly executed proxy.  . By completing and returning the form of proxy, the IES shareholder authorizes the persons named 
therein to vote all the IES shareholder's shares on his or her behalf. Issued and outstanding shares of 
IES Common Stock which are represented by properly executed proxies will, unless such proxies have 
been revoked, be voted in accordance with the instructions indicated on such proxies. If no instruc
tions are indicated on a properly executed proxy, such shares will be voted FOR approval of the Merger 
Agreement and FOR the election of the nominated directors. An IES proxy may be revoked by voting 
in person at the IES Meeting, by written notice to IES's Secretary, or by delivery of a duly executed 
proxy bearing a later date, in each case prior to the closing of.the polls for voting at the IES Meeting.  
Attendance at the IES Meeting will not in itself constitute revocation of proxy.  

The proxy/directions cards enclosed have imprinted thereon the number of shares of IES Com
mon Stock held of record as well as shares held for the account of shareholder participants in the IES 
Dividend Reinvestment and Stock Purchase Plan. Proxy/directions cards for shareholders who are 
employees of IES and who are participants in the IES Employee Stock Purchase Plan, the Dividend 
Reinvestment and Stock Purchase Plan or the IES Bonus Stock Ownership Plan will also have 
imprinted thereon the number of shares held for the account- of participants in that plan. Eniiployees 
who.are not shareholders of record but who are.participants in any of the plans will receive a proxy/ 
directions card for shares being held for them pursuant to such plan. The number of shares imprinted 
on the proxy/directions cards are the number of shares to be voted in accordance with the instructions 
of the shareholder or plan participant.  

All shares of IES Common Stock held for the account of participants in the IES Dividend 
Reinvestment and Stock Purchase Plan, IES Bonus Stock Ownership Plan and the IES Employee 
Stock Purchase Plan, respectively, are held of record by the Shareholder Services Department of IES.  
All shares held in such plans will be voted by said Department in the manner indicated by the 
participant's proxy/directions card. Participants in. the Iowa Southern Utilities Company Employee 

* Stock Ownership Plan will receive a proxy/directions card for shares being held for them pui-suant to 
such plan. The number of shares imprinted on the proxy/directions card are the number of shares to 
be voted in accordance with the instructions of the participant. All shares of IES Common Stock held 
for the -account of .such participants are held of record by Stephen W Southwick (Vice President, 
General Counsel & Secretary of IES), as Trustee. All shares held in such plan will be voted by the 
Trustee in the manner indicated by the participant's proxy/direction card.  

Employees who are participants in the IES 'Common Stock Fund of the IES Employee Savings 
Plan will receive a proxy/directions card from American Express Trust Company, as Trustee, the 
holder of record for shares held in such plan. The proxy/directions cards have imprinted thereon the 
number of shares held for the account of each participant. The number of shares imprinted on the 
proxy/directions card will be voted by the Trustee in accordance with the instructions of the partici
pant. Shares not voted by the participants will be voted by the Trustee.as the Employee Savings Plan 
Committee of IES directs.  

IES will bear the cost of the solicitation of proxies for the IES Meeting, except that IES, WPLH 
and IPC have agreed-to share the expenses incurred in connection with printing and filing this Joint 
Proxy Statement/Prospectus (43% by IES, 43% by WPLH and 14% IPC). See "The Merger Agree
ment - Expenses." In addition to soliciting proxies by mail, officers and employees of IES, without 
receiving additional compensation therefor, may solicit proxies by telephone, telecopy, telegram or in 
person. IES, WPLH and IPC have retained Morrow & Co., Inc. to assist in the solicitation of proxies 
from their respective shareholders, including brokers' accounts, at an aggregate fee for such services 
of $15,000 plus an additional $2.00 per shareholder contact and reasonable out-of-pocket expenses.  

The IES Meeting may be adjourned to another date and/or place for any proper purpose (includ

ing, without limitation, for the purpose of soliciting additional proxies).  

29



The IPC Meeting 

Purpose of the IPC Meeting. The puirpose of the IPC Meeting is to consider and vote upon: (i) a 
proposal to approve the Merger Agreement and the transactions contemplated thereby; (ii) a proposal 
to approve the IPC Charter Amendment; (iii) a proposal to elect two Class II directors to hold office for a term of three years expiring at the 1999 annual meeting of stockholders of IPC, or until their respective successors shall have been duly elected and qualified; and (iv) such other matters, if any, as may properly come before the IPC Meeting. The IPC Board is not aware, as of the date of mailing of this Joint Proxy Statement/Prospectus, of any other matters which may properly come before the IPC Meeting. If any such other matters properly come before the IPC Meeting, or any adjournment or postponement thereof, it is the intention of the persons named in the IPC proxy to vote such proxies in accordance with their best judgment on. such matters.  

The IPC Board, by unanimous vote, has approved the Merger Agreement, authorized the execution and delivery of the Merger Agreement, adopted a resolution setting forth the IPC Charter 
Amendment and declaring its advisability, and recommends.that IPC stockholders vote FOR approval 
of the Merger Agreement, FOR approval of the IPC Charter Amendment and FOR the election of the nominated IPC directors.  

Pursuant to the Merger Agreement, consummation of the Mergers is conditioned upon approval by the stockholders of IPC of proposals (i) and (ii) set forth above, but is not conditioned upon approval by the stockholders of IPC of any other proposal.  

Date, Plade and Time; Record Date. The IPC Meeting is scheduled to be held on Thursday, September 5, 1996, at 10:00 a.m., Central Time, at the Holiday Inn Dubuque Five Flags, 450 Main 
Street, Dubuque, Iowa. Holders of record of IPC Common Stock at the close of business on July 10, 1996, the IPC Record Date, will be entitled to notice.of and to vote at the IPC Meeting. As of the close of business on the IPC Record Date, 9,595,028 shares of IPC Common Stock were issued and outstanding and entitled to vote.  

Voting Rights.' Each outstanding share of IPC Common Stock is entitled to one vote upon each matter presented at the IPC Meeting. A majority of the votes entitled to be cast by holders of shares of IPC Common Stock, represented in person or by proxy, shall constitute a quorum. Abstentions and broker non-votes (i.e., proxies from brokers or nominees indicating that such persons have not received instructions from the beneficial owners or other persons entitled to vote shares as to a matter with respect to which brokers or nominees do not have discretionary power to vote) will be considered 
present for the purpose of establishing a quorum.  

The affirmative vote of a majority of the outstanding IPC Common Stock entitled to vote is required for approval of the Merger Agreement and approval of the IPC Charter Amendment, and a plurality of votes cast at the IPC Meeting is required-for the election of directors.  
As to the votes on the Merger Agreement and the IPC Charter Amendment before stockholders at the IPC Meetig, abstentions and broker non-votes. will have the same effect as votes cast. against approval of theiMerger Agreement and the IPC Charter Amendment. As to the election of directors before stockholders at the IPC Meeting, abstentions and broker non-votes will have no effect. The directors and executive officers of IPC, together with'their affiliates as a group, are deemed to own beneficially less than 1% of the issued and outstanding shares of IPC Common Stock.  
Proxies. H6lders of the IPC Common Stock may vote either in person or by properly executed proxy. By completing and returning the form of proxy, the IPC stockholder authorizes the persons named therein to vote all the IPC stockholder's shares on his or her behalf. All completed IPC proxies returned will be voted in accordance with the instructions indicated on such proxies. If no instructions are given on a properly executed proxy, the IPC proxies will be voted FOR approval of the Merger Agreement, FOR approval of the IPC Charter Amendment and FOR election of the two Class II directors recommended by the IPC Board. An IPC proxy may be revoked by voting in person at the 
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IPC Meeting, by written notice to IPC's Corporate Secretary, or by delivery of a duly executed proxy 
bearing a later date, in each case prior to the closing of the polls for voting at the IPC Meeting.  
Attendance, at the IPC Meeting will not in itself constitute revocation of a proxy.  

For stockholders participating in IPC's Dividend Reinvestment and Stock Purchase Plan (the.  
"IPC DRSPP"), the enclosed proxy will represent the number of shares registered in the participating 
stockholder's name and/or the number of shares allocated to the participating stockholder's account 
(the "DRSPP Shares") under the IPC DRSPP The enclosed proxy will serve as the instructions as to 
how to vote the DRSPP Shares. If a participating stockholder does not furnish any proxy to vote the 
DRSPP Shares, that stockholder's DRSPP. Shares will not be voted.  

IPC employees that participate in the IPC Common Stock Fund of the IPC 401(k) Plan will 
receive a proxy from Dubuque Bank & Trust Company-(the 401(k) Plan Trustee and the holder of 
record for shares held in the IPC 401(k) Plan). The proxy will have imprinted thereon the number of 
shares 'held for the account of each participant in the IPC 401(k) Plan. The number of shares 
imprinted on the proxy will be voted by the IPC 401(k) Plan Trustee in accordance with the instruc
tions of the IPC 401(k) Plan participant.  

IPC will bear the cost of the solicitation of proxies for the IPC Meeting, except that IPC, WPLH 
and IES have agreed to share the expenses incurred in connection with printing and filing this Joint 
Proxy Statement/Prospectus (14% by IPC, 43% by WPLH and 43% by 'IES). See "Merger Agree
ment - Expenses." Proxies may be solicited by certain officers, and employees of IPC or its subsidiar
ies by mail, by telephone, personally or by other communications, without compensation apart from 
their normal salaries. IPC, WPLH and IES have retained Morrow & Co., Inc. to assist in the solicita
tion of proxies from their respective stockholders, including brokers' accounts, at an aggregate fee for 
such services of $15,000 plus an additional $2.00 per stockholder contact and reasonable out-of-pocket 
expenses.  . The IPC Meeting may be adjourned to another date and/or place for any proper purpose (includ

ing, without limitation, for the purpose of soliciting additional proxies).  

THE MERGERS 

Background of the Mergers' 

Each of WPLH, IES and IPC believes that fundamental changes in the regulatory structure of the 
electric utility industry are inevitable and that such changes 'will likely occur in the near future.  
Recently.enacted federal laws and actions by federal and state regulatory commissions are facilitating 
the changes to bring more competition to various segments of the industry.  

The Energy Policy.Act of 1992 (the "1992 Act") granted FERC the authority to order electric 
utilities to provide transmission 'service to other utilities and to other buyers and'sellers of electricity 
in the wholesale market. The 1992 Act also created a new class of power producers, exempt wholesale 
generators ("EWGs"), which are exempt from regulation under the '1935 Act. The exemption from 
regulation under the 1935 Act of EWGs has increased the number of entrants into. the. wholesale 
electric generation'market, thus increasing competition in the wholesale segment of the electric utility 
industry.  

Commencing in December 1993, pursuant to its authority under -the'1992 Act, FERC issued a 
number of orders in specific cases directing utilities to provide transmission services. Under FERC's 
evolving transmission policies, utilities are being required to offer transmission services to third 
parties on a basis comparable to services that the utilities provide themselves. FERC is in the process 
of rulemaking pursuant to which it is seeking to implement, on a comprehensive basis, the comparable 
transmission service policies it has set forth in these specific cases. FERC's actions to date and its 
transmission rulemaking proceeding have increased the availability of transmission services, thus 
creating greater competition in the wholesale power market.  
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In addition, state regulatory bodies in .over thirty states, including, among others, Wisconsin, 
Illinois, Iowa and Minnesota, have initiated proceedings to review the basic structure of the industry.  
These bodies are considering, or may soon consider, proposals to require some measure of competition 
in the retail portion of the industry. The Wisconsin Commission requested comment regarding how 
the industry might be restructured in order. to create a more competitive environment. Following 
receipt of responses, the Wisconsin Commission created a task force to analyze how the industry 
might be restr-uctured in Wisconsin to allow consumers to rec6ive the benefits of increased competi
tion. On December 19, 1995, following receipt of the report of the task force, the Wisconsin Commis
sion agreed to take steps to further increase competition in Wisconsin's electric utility industry within 
five years. While the outcome of the actions described above is uncertain, it remains the view of the 
management of WPLH, IES and IPC that there will ultimately be increased competition in the retail 
segment of the business'.  

The changes to the electric industry that have occurred and that are occurring are bringing 
increased competition to various sectors ofthe business and are putting pressure on utilities to lower 
their costs. Each of WPLH, IES and IPC recognized that a combination with one or more appropriate 
utilities would enable the combined entity to generate and deliver energy more cheaply and efficiently 
and thereby remain a competitive supplier of energy in an increasingly competitive industry.  

Over the last several years, the management of WPLH has periodically analyzed various potential 
strategic options that might be available to WPLH, including possible business combinations or 
alliances with other utilities. WPLH management considered the possibility of pursuing business 
combinations with a number of the utilities with service areas proximate to the service area of WP&L, 
as well as other utilities with Midwestern operations, and periodically briefed the WPLH Board on 
such matters. Based on a cost-benefit analysis of the potential strategic options considered, WPLH 
management determined the options studied were not in the best interests of WPLH and its share
owners. In early February 1995, during the continuation of one of its reviews of various strategic 
alternatives, WPLH management concluded that, among others, both IES and IPC were prospective 
merger partners that would provide a good overall strategic fit. WPLH's 'management 'based its 
conclusions on various factors, including low-cost structure, competitive energy rates, potential 
merger-related cost savings, economies of scale, 'marketing potential and similar shareowner and 
common stock trading characteristics. These reasons, combined with the physical proximity of the 
respective companies' service areas and the compatibility of and similarity between the companies' 
operations and management, made' IES and IPC natural combination partners for WPLH.  

IES has believed for many years that consolidation of electric utilities within the State of Iowa 
would be both desirable and inevitable. InJuly 1991, Iowa Southern Inc. and IE Industries Inc.  
merged to form IES. The utilities in that merger, Iowa Southern Utilities Company. and Iowa Electric 
Light andPower Company, merged in December 1993 to form Utilities. Since the 1991 merger, 
management of lES has continued to assess other possible combination transactions both in the State 
of Iowa and generally in the Midwest. In December 1992, IES acquired certain electric utility assets 
and properties in Iowa from Union Electric Company. Preliminary discussions with respect to consoli
dation transactions were held from time to time between representatives of IES and other utilities in 
the Midwest, including'IPC. IES management recognized that in the increasingly competitive market 
for electric power, important criteria would include low cost production, efficienci es of scale, transmis
sion capability, as well as cultural fit between possible partners and resolution of corporate govern
ance and other issues. In December 1994, IES determined to pursue aggressively process 
reengineeringito reduce"costs and create efficiencies in its electric and gas utility businesses. Manage
ment of IES continued to consider potential combination transactions both as an additional means of 
realizing higher efficiency levels and as a means to increase shareholder value.  

For the past several years, IPC has been monitoring the changes occurring in the electric and gas 
utility industry and conducting strategic planning in an effort to remain competitive in the changing 
environment. During that time, IPC has, been approached by representatives of other utilities (includ
ing IES) in connection with potential business combinations, but has not held substantive discussions .  
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on any specific proposed combination.. During the eighteen months prior to the execution of the . Merger Agreement, the management of IPC analyzed various potential strategic options that might be 
available to IPC, including possible business combinations. orstrategic alliances with other utilities, as 
well as options that could be pursued by IPC on astand-alone basis. In examining these potential 
strategic initiatives, IPC management determined that, at that time, and based upon the circum
stances then existing, IPC and its stockholders would be bestserved by: a strengthening of IPC on a 
stand-alone basis. This determination was made by IPC management based upon its subjective 
assessment of the potential benefits and potential risks of each of the alternatives considered. In April 
1995, IPC management proposed to the IPC Board, and the IPC Board approved, a series of strategic 
steps to be pursued by IPC on an independent basis. These strategic steps included initiatives to: 
increase energy sales consistent with efficient energy usage; enhance efforts to improve productivity 
and efficiency; leverage existing skills and resources to increase revenues and earnings through new 
service offerings; focus the core energy service business to be customer driven; prepare the generation 
segment for potential unregulated market; intensify efforts to earn the allowed rate of return in all 
jurisdictions in which IPC does business; and investigate the potential for diversification into non
core businesses.  

Over the last several years, as the foregoing issues were being considered by the management of 
each of WPLH, IES and IPC, Messrs. Liu and Davis and Messrs. Liu and St6ppelmoor held general 
discussions concerning the. evolving nature of the electric utility industry. In May 1995, Mr. Davis 
called Mr. Liu to schedule a meeting to discuss in a more focussed manner the views of WPLH and IES 
regarding the future of the utility industry. That call resulted in a meeting on May 18, 1995 at which 
the concept of a business combination between WPLH and IES and a subsequent combination 
between the combined WPLH/IES and IPC were discussed in a very preliminary fashion. At that 
meeting, Messrs. Davis and Liu also identified the issues of management succession, board composi
tion and various utility integration strategies, as significant points in any such business combination 
to be agreed upon, and agreed that discussions between representatives of WPLH and, IES should be 
initiated.  

On May 23 and June 12, 1995, Eliot G. Protsch, Senior Vice. President of WP&L, and Robert J.  
Latham, then Senior Vice President, Finance of IES, met to compare corporate strategies and discuss 
the potential synergies that. could result from a business combination between WPLH and IES. At 
such meetings, Messrs. Protsch and Latham also discussed various strategies on how to firther the 
discussions that had occurred from time to time between IES and IPC regarding a possible bisiness 
combination between IES and IPC. At the latter meeting, WPLH and IES entered into a confidential
ity agreement, pursuant to which the parties agreed to exchange non-public information with a view 
towards exploring a possible business combination.  

On June 22,. 1995, at a regularly scheduled meeting of the WPLH Board which took place in 
Washington D.C., a number of outside experts gave presentations to the WPLH Board regarding, 
among other things, the evolution of the utility industry towards a more competitive environment and 
the consolidation occurring in the industry. At: the June 22 meeting, WPLH management also in
formed the WPLH Board of the meetings that had taken place between WPLH and IES and discussed 
the overall concept of a business combination between WPLH and IES and the possibility that such 
combination would potentially be followed by a business combination with IPC. At this meeting, the 
WPLH Board authorized management to retain financial and legal advisors to assist with the potert
tial transaction.  

After the June 22, 1995 meeting, WPLH engaged Merrill Lynch as its exclusive financial advisor 
to assist WPLH in analyzing, structuring, negotiating, and effecting the possible transaction. As 
described in greater detail below, Merrill Lynch, in the course of its engagement, primarily performed 
various financial analyses and financial due diligence regarding each of the parties. In addition, 
Merrill Lynch provided advice regarding, and participated in discussions concerning, exchange ratios.  
Merrill Lynch also participated from time to time in discussions regarding the structure of the 
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transaction, although structural issues fvere predominantly influenced by tax and regulatory consid
erations. In addition, following the June 22 eiiceting, WPLH engaged Foley & Lardner, its outside law 
firm, tb advise it with respect to the potential business combination.  

On June 27, 1995, Mr. Liu met in Dubuque, Iowa with Mr. Stoppelirioor to determine if IPCwould' 
be interested in entering into a two-way or a three-way business combination. At that meeting, 
Mr. Liu and Mr. Stoppelmoor discussed the perceived potential benefits that could accrue to IPC 
stockholders in a two-way or-three-way business combination. Mr. Stoppelmoor indicated that he 
would consider the matters discussed at this meeting and, if appropriate, would respond to Mr. Liu.  

On June 29 and 30, 1995, officers of WPLH and IES, including Mr. Protsch and William D.  
Harvey, Senior Vice President of WP&L, and Mr. Latham and Blake 0. Fisher, then Executive Vice 
President and Chief Financial Officer of IES, met to further review strategic compatibility of the two 
companies and the potential synergies that.could result from a potential business combination trans
action, and to discuss possible preliminary timetables for such a transaction.  

On June 30, 1995, IES formally eigaged Morgan Stanley as its financial advisor in connection 
with this possible transaction. During the term of its engagement, Morgan Stanley provided IES with 
financial advice and assistance in connection with the Mergers, including advice and assistance with 
respect to defin ing objectives, performing valuation analysis and structuring, planning and negotiat
ing the transaction. In particular, and as described in greater detail below, Morgan Stanley, in the 
course-of its engagement, primarily performed various financial analyses and financial due diligence 
regarding eachof the parties. In addition, Morgan Stanley provided advice regarding, and participated 
in discussions concerning, exchange ratios. Morgan Stanley also participated from time to time in 
discussions regarding the structure of the transaction; although structural issues were predominantly 
influenced by tax and regulatory. considerations.  

On July 3, 1995, Messrs. Davis and Liu met in Madison, Wiscorisin to review the status of the 
potential transaction and further discuss issues relating to management succession, the composition 
of the combined corporation's board of directors and various utility integration strategies.  

On. July 8, 1995, the IES Board held a special meeting at which Mr. Liu 'and representatives of 
Morgan Stanley and Winthrop, Stimson, Putnam & Roberts, IES's outside law firm, briefed the 
members .of the IES Board on discussions that had been taking place with WPLH and IPC. At this 
meeting, the merger of Midwest Resources Inc. and Iowa-Illinois Gas and Electric Company, which 
had been announced on July 27, 1994, was also discussed. Mr. Liu presented profiles of both IES and 
WPLH and noted a number of areas of compatibility and opportunities'which could result from a 
combination between IES and WPLH. The IES Board considered that strategic combination alterna
tives for IES were limited, and that the number of possible partners, following the Midwest Resources/ 
Iowa-Illinois anouncement, would likely decline further over time. The IES..Board identified a 
number of concerns that would need to be addressed in further discussions, such as the effects of 
Wisconsin regulation and the structural necessity of becoming a registered holding company under 
the 1935 Act. At this time, the IES Board determined that'it would beadvisable-to proceed with 
discussions to the next level and to begin due diligence with respect to the business and legal aspects of 
a possible combination with WPLH.  

On July 12, 1995, the WPLH Board met with WPLH's advisors. Representatives of Merrill Lynch 
discussed theirviews on changing conditions in the utility industry and provided financial profiles and 
preliminary valuations of IES. Legal counsel for WPLH explained the directors' legal responsibilities 
and presented information as to, the regulatory approvals that would be required for a.combination 
with IES, the standards for review to be applied by the various regulatory bodies and the implications 
of adopting a registered holding company structure under the 1935 Act, including the possibility that 
divestiture of the combined entity's gas and certain non-utility operations might be required. The 
WPLH Board discussed the potential benefits to shareowners and customers of WPLH that could 
result from the proposed combination and authorized management to proceed with the process.  
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In mid-July 1995, Mr. Liu contacted Mr. Stoppelmoor to discuss further the potential benefits that 

could accrue to IPC and its stockholders and customers in a. two-way or three-way business combina

tion. At the conclusion of this conversation, Mr. Stoppelmoor indicated that he would report Mr. Liu's 

proposal to the IPC Board at its next regularly skheduled meting'oh July 27, 1995 and would respond 

to Mt. Liu, if appropriate, following that meeting.  

On July 17 and July 24,1995, Mr. Protsch, Mr. Ahearn, DanielA. Doyle, Vice President-Finance, 
Controller and Treasurer of WP&L, Barbara J. Swan, Vice President and General Counsel of'WP&L, 
Larry D. Root, then Executive Vice President of IES, Stephen W. Southwick, Vice President, General 

Counsel and Secretary of IES, and. Mr. Fisher, together with other personnel from WPLH and IES, as 
well as their financial and legal advisors, held introductory meetings to discuss, among other things, a 

timetable for accomplishing the tasks required to negotiate, prepare and execute a merger agreement 

between the two companies. At these meetings, due diligence was performed on both the utility and 
non-utility businesses of WPLH and IES and working groups composed of representatives of both 

companies were formed to examine more comprehensively various issues including corporate struc

ture, nonregulated operations, environmental compliance and liabilities, nuclear generation opportu
nities and risks, reengineering initiatives under way at the companies, regulatory considerations, and 
synergy identification and quantification approaches relating thereto.  

On July 27, 1995, at a meeting of the IPC Board, Mr. Stoppelmoor reported to the IPC Board that 

he had been contacted by Mr. Liu with respect to scheduling a meeting to discuss a potential business 
combination among IPC, IES and WPLH. The IPC Board authorized Messrs. Stoppelmoor and Chase 
to meet with representatives of IES and WPLH to discuss on a preliminary basis a potential business 
combination among the companies.  

The IES Board met on July 31 and August 1, 1995, at which time the results of the due diligence 
investigation conducted to date were presented and further discussions were held as to the desirability 
of pursuing a combination transaction with WPLH. At this meeting, the IES Board discussed alterna

tives for possible combination partners, as well as a strategy of remaining independent while pursuing 
the reengineering initiative undertaken earlier in the year. The IES Board concluded that it should 

retain an independent consultant to assist in evaluating the strategic alternatives available to IES. At 

the same time, the IES Board directed management to continue its discussions with WPLH and IPC.  

The reengineering initiative was undertaken by IES to examine all of the major business 

processes of Utilities. The goals of the initiative as approved by the IES Board were. to improve 
customer service and commitment and significantly reduce Utilities' cost structure. The majority of 
the changes identified in connection with the initiative are intended to be implemented in 1996. Such 

changes include, but are not.limited to, managing the business in business unit form rather than 
functionally, formation of alliances with vendors of certain types of material rather than.opening most 
purchases to a bidding process, changing standards and construction practices in transmission and 

distribution areas, changing certain work practice in power plants, and improving the method by 
which service is delivered to customers in all customer classes.  

On August 9, 1995, Mr. Davis, Mr.. Liu, Mr. Stoppelmoor and Mr. Chase met to evaluate IPC's 

interest in a three-way -business combination between WPLH, IES and IPC. At this meeting, the 

representatives from the three companies discussed their views on the future of the utility industry 
and identified the issues of management succession, board composition and various utility integration 

strategies as points to be agreed upon. At such meeting, IPC informed WPLH and IES that the 

potential three-way transaction would need to be 'discussed with the IPC Board before IPC would 

engage in any substantive discussions. After such meeting, Messrs. Davis and Liu reviewed the status 

of discussions that had -occurred to date regarding the potential two-way business combination 

between WPLH and IES.  

Over the course of the next two weeks, representatives of both WPLH and IES continued their 

work with respect to the synergy identification and quantification approaches relating thereto, non
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regulated operations, environmental compliance and liabilities nuclear generation opportunities and 
risks, reengineering initiatives underway at the companies, legal structure, regulatory plans and 
other due diligence activities.  

On August 14, 1995', Arthur Andersen Economic Consulting made a presentation to IES manage
ment and a subcommittee of the IES Board discussing competitive forces in the industry, regulatory 
reform proposals and strategic options for utilities. Arthur Andersen Economic Consulting was 
thereafter engaged to assist the IES Board and management in their consideration of strategic 
alternatives, particularly in the area of possible synergies and/or cost savings that could be obtained 
from various alternative combination transactions and as compared to cost savings which manage
ment of IES believed could be obtained on a stand-alone basis through process reengineering. IES 
selected Arthur Andersen Economic Consulting for this assignment based on the firm's experience 
and reputation in providing strategic and regulatory consulting for the electric power and natural gas industries. Arthur Andersen Economic Consulting is an affiliate of Arthur Andersen LLP Arthur 
Andersen LLP; has served as the independent accountants for IES and WPLH for many years, performing the independent annual audit of the companies and providing business advisory and tax consultation to.the two companies. Arthur Andersen LLP has received customary fees for these services. Arthur Andersen Economic Consulting received a fee of approximately $200,000 in connec
tion with its services provided to IES.  

At a special meeting of the IPC Board on August 23, 1995, Messrs. -Stoppelmoor and Chase reported to the IPC Board their discussions with representatives of IES and WPLH regarding a proposed three-way business combination. The IPC Board then discussed the potential strategic 
benefits ofsuch a combination'to IPC and its stockholders and customers as compared to the potential 
benefits of the strategic options that IPC had earlier determined to pursue on a stand-alone basis. The IPC Board concluded that a three-way combination with IES and WPLH offered potential benefits to IPC and its stockholders (in the form of a larger, financially sound enterprise with potentially greater 
earnings and dividend prospects) and to IPC's customers (in the form of a more competitive enter-' prise) and should be further explored. At the August 23 meeting, the IPC Board authorized IPC management to continue discussions with representatives of IES and WPLH regarding a potential transaction and, in furtherance thereof, authorized IPC management to enter into a confidentiality 
agreement with IES and WPLH pursuant to which the companies would exchange certain non-public information and authorized IPC management to retain counsel, financial advisors and such other professional advisors as IPC management deemed prudent in assisting IPC in evaluating a potential business combination, transaction.  

t Shortly after the August 23, 1995 meeting, IPC engaged Salomon Brothers as its financial advisor to assist IPC m analyzing, structuring, negotiating and effecting the possible three-way transaction 
and engaged the law firm of Milbank, Tweed, Hadley & McCloy to advise it with respect thereto. As described in greater detail below, Salomon Brothers, in the course 'of its engagement, primarily 
performed various financial analyses and financial due diligence regarding each of the parties. In addition, Salomon Brothers provided advice regarding, and participated in discussions concerning, 
exchange ratios. Salomon Brothers also participated from time to tinie in discussions regarding the structure of the transaction, although structural issues were predominantly influenced by tax and regulatory considerations. In addition, following the August 23 meeting, IPC engaged the Deloitte & Touche Consulting Group ("Consulting Group") to assist IPC's management in identifying other potential combination partners and in assessing the relative attractiveness of each of these potential partners, including WPLH and IES, -from the standpoint of the potential synergies described by management which could be realizable from such a transaction. IPC management, with the assistance of Consulting Group, identified certain financial factors, such as financial strength and earnings 
growth, and 'certain operational factors, such as 'customer mix and 'capacity mix, that would be relevant to the IPC Board's assessment of the relative attractiveness of other potential combination partners. This information, based only on publicly available information and certain attributes regarding the financial and operational profile of these potential partners, was presented to the IPC Board to describe potential areas of synergies.  
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On August 25, 1995, Mr. Protsch, Mr. Root and Mr. Chase met to review a schedule of due . diligence requirements and the expansion of the confidentiality agreement between WPLH and IES to 
include IPC, as well as the prospectivetimetable for 'a three-way transaction.  

On August 30, 1995, the IES Boardmet again to consider strategic alternatives, including the 
possible combination with WPLH, or a combination with WPLH and IPC. At this meeting, Arthur 
Andersen Economic Consulting discussed the changes occurring in the electric utility industry and 
the strategic options available for electric utilities, provided an overview of relevant factors to consider 
in evaluating mergers and made a preliminary presentation in which it analyzed, based solely on 
publicly available information and using a third party model and assumptions adopted by IES man
agement, cost-savings which could be realized from various strategic alternatives, including combina
tion transactions with WPLH and/or WPLH and IPC. The results of IES management's ongoing. due 
diligence were also presented at this meeting. The IES Board concluded thatthe most desirable 
transaction would likely involve the three-way combination of IES with WPLH and IPC, but that a 
two-way transaction with WPLH alone also appeared worthy of pursuit. Although the IES Board 
decided to pursue a combination, the IES Board also decided to continue the reengineering initiative 
described above.  

The WPLH Board met on September 6, 1995 ind was updated by management, Merrill Lynch'and 
legal counsel on the status of the discussions with IES and IPC and received a comprehensive due 
diligence report on IES. Legal counsel again advised the WPLH Board with respect to the directors' 
legal responsibilities in' connection with the proposed transaction. Merrill Lynch also provided up
dated financial profiles and preliminary valuations of IES and IPC. The WPLH Board again discussed 
the potential benefits to shareowners of WPLH (in the form of enhanced opportunities for earnings) 
and customers of WPLH (in the form of maintenance of competitive rates) that could result from the 
proposed two-way or three-way combination and agreed that management should proceed with its 
discussions with IES and IPC.  

On September 7, 1995, Mr. Davis met Mr. Liu and Jack R. Newman and C.R.S. Anderson, outside 
directors of IES assigned to study and evaluate the potential transaction, in Chicago, Illinois to discuss 
various issues in connection With the proposed business combination and the operations of the 
combined company after the combination.  

On September 11, 1995,.Mr. Protsch, Mr. Root and Mr. Chase met to discuss the general, terms to 
be included in the merger agreement and to further discuss the issues of management succession, the 
composition of the board of directors of the combined company and various utility integration strate
gies. At this meeting, the three executives also reviewed the status of the due diligence' process 
regarding WPLH and IES.  

On September 14; 1995, the' IPC Board met with IPC's financial and legal advisors to discuss the 
proposed combination and various other matters. IPC maiagement discussed with the IPC Board 
management's views on the changing conditions in the electric utility industry generally, and.specifi
cally the continued consolidation within the industry as utilities prepared for a more competitive 
environment. Salomon Brothers reviewed with the IPC Board preliminary, financial profiles and 
preliminary valuation information. with respect to IES and WPLH. Salomon Brothers also reviewed 
certain preliminary financial information regarding other potential merger. candidates. Legal counsel 
for IPC advised the IPC Board with respect to their legal responsibilities and presented information as 
to the regulatory approvals that would be required for a business combination involving IPC generally 
and specifically in connection with a combination involving IES and: WPLH, including the implica
tions under the 1935 Act. Counsel, also discussed the various implications of combining with entities 
(such As IES and WPLH) that owned and/or operated nuclear generating facilities and the.various 
legal, regulatory.and environmental considerations associated with nuclear. generation. At that meet
ing, Consulting Group discussed with the IPC Board, on behalf of IPC's management, the views of 
such management as to various areas of operations in which potential synergies could be realized' 
following a combination with IES and WPLH and management's preliminary analysis of the scope 

37



of such potential synergies. Consulting Group also discussed the potential areas for operational 
synergies that could result from- combinations involving other potentialmerger candidates. The IPC 
Board discussed the potential benefits to stockholders and. customers that could result from the 
proposed combination as well as combinations involving other potential merger partners, and autho
rized management to proceed with the process.  

Following the September 14 IPQ Board Meeting, IPC engaged Synergy Consulting Services.  
Corporation to conduct an analysis of the nuclear facilities of IES and WPLH, and WPLH, IES and 
IPC entered into a confidentiality agreement, which superseded the confidentiality agreement previ
ously entered into by and between WPLH and IES, pursuant to which the parties agreed to exchange 
non-public information with a view towards exploring a possible business combination. For a descrip
tion of certain standstill. provisions contained in such confidentiality agreement, see "The Merger 
Agreement - Standstill Provisions." 

On September 19 and 20, 1995, Mr. Protsch, Mr. Ahearn, Mr. Fisher, Mr. Root, Mr. Stoppelmoor 
and Mr. Chase, together with other personnel from WPLH, IES and IPC, as well as their financial and 
legal advisors, held the first full scale meeting among all three companies to discuss, among other 
things, a timetable for accomplishing the tasks required to negotiate, prepare, and execute a merger 
agreement among. the three companies. Representatives of Consulting Group, which firm had been 
retained to assist IPC's management, as described above, were also present atsuch meeting. At these 
meetings, due diligence was conducted by the managements of WPLH, IES and IPC and IPC repre
sentatives were' added to the working groups previously formed by WPLH and IES to examine more 
comprehensively various issues, including corporate structure, nonregulated operations, environmen
tal compliance and liabilities, nuclear generation opportunities and risks, reengineering initiatives 
under way at the companies, regulatory considerations, and synergy identification and quantification 
approaches relating thereto. A decision was also made by WPLH, IES and IPC to engage Consulting 
Group to assist ithe senior managements of all three companies and certain, employees designated by 
them in. identifying and quantifying, the potential cost savings from synergies resulting from the 
proposed three-way merger. The scope of Consulting Group's engagement.(as with its earlier engage
ment by IPC) was limited to assisting such managements and designated employees in the identifica
tion and quantification of potential combination synergies, including personnel reductions, non-labor 
savings, field operations, electric dispatch, capacity deferral and gas supply savings; the assessment of 
impacts of current stand-alone cost reduction initiatives on merger-related savings quantification of 
costs to achieve identified savings; and developing summary presentation materials and supporting 
documentation.1 Managements of the three companies were responsible, for the assumptions and 
conclusions made in the synergy study. While Consulting Group assisted such managements inthe 
synergy identification and estimation process, the determination of synergy estimates were the sole 
responsibility of thermanagements of the three companies. Consistent with its assignment, Consulting 
Group did not prepare any financial projections, feasibility studies or reports, or assist the three 
companies with financial evaluation or modeling of potential combination scenarios. Consulting 
Group is a division of Deloitte & Touche. LLP an accounting firin that has acted as independent 
auditors for IPC for many years and that has received customary fees for such services. Consulting 
Group is a nationally recognized consulting firm with experience in utility'merger and acquisition 
transactions. Consulting Group was selected by WPLH, IES and IPC based on its reputation, experi
ence and expertise. WPLH, IES and IPC will share equally the fees of Consulting Group in connection 
with its assistance to the managements of the three parties, which will be based on time spent plus 
expenses and are estimated at $400,000. The fees and expenses of Consulting Group incurred in 
connection with its assignment with IPC exclusively will be borne exclusively by IPC, and are 
estimated at $100,000. Consulting Group has also been -retained by WPLH, IES and IPC to provide 
expert testimonyin proceedings before regulatory commissions relating to approval of the Mergers.  

On September 20, 1995, WPLH management, Merrill Lynch and legal counsel briefed the WPLH 
Board on the status of discussions with IES and IPC regarding a business combination. Merrill Lynch 
reviewed its valiation methodology with the WPLH Board and management explained the structural, 
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nonregulated, environmental, nuclear, reengineering, regulatory and synergy analyses being under. taken and the proposed timetable for their completion. The potential benefits to shareowners and 

customers of WPLH were again discussed by the WPLH Board.  

In the ten days following September 20,. 1995, repres&ntativds of WPLH, IES and IPC continued 
their work with respect to the synergy identification, nonregulated operations, environmental compli
ance and liabilities, nuclear generation opportunities and risks, reengineering initiatives under way at 

the companies, legal structure, regulatory plans and due diligence.  

Following a September 29, 1995 due diligence meeting involving all three companies, Mr. Davis, 
Mr. Protsch, Mr. Liu, Mr. Root, Mr. Stoppelmoor and Mr. Chase met to further discuss the terms of the 

proposed merger agreement and various other issues relating to the potential three-way business 

combination, such as management. succession, board composition and various utility integration 

strategies.  

On October 5, 1995, Arthur Andersen Economic Consulting made a presentation at a meeting of 

the IES Board that covered strategic options in preparing for competition and an analysis of possible 

cost savings from both a two-way and three-way transaction involving WPLH and IPC as well as other 

possible strategic combinations and savings which might be obtained on a stand-alone basis. Arthur 

Andersen Economic Consulting's presentation emphasized that when considering merger partners, 
the IES Board should consider not only possible cost savings bit also strategic and qualitative 
differences. The presentation also covered the relative benefits 6f proceeding with a merger concur

rent with or subsequent to the reengineering initiatives undertaken by IES. Arthur Andersen 
Economic Consulting's analysis of possible cost savings of the various combinations and of IES on a 
stand-alone basis indicated that a three-way combination of IES with WPLH and IPC would be 

expected to result in the highest level of cost savings. Morgan Stanley reviewed with the IES Board the 
status of discussions with WPLH and IPC and delivered to the IES Board its preliminary findings with 
respect to the due diligence conducted as of such date on WPLH and IPC. Morgan Stanley reviewed its 

valuation methodology with the IES Board and presented financial profiles for and preliminary 
valuations of each of WPLH and IPC. At this meeting, the IES Board concluded that management 
should pursue .the three-way transaction as the most desirable from the perspective of IES and its 

various constituencies, recognizing that in so doing, other strategic opportunities might be foregone.  

During the next several days, preliminary discussions occurred between WPLH management and 
Merrill Lynch, IES management and Morgan Stanley, 'and.IPC management and Salomon Brothers, 

with respect to negotiation of the exchange ratios, and between counsel for WPLH, counsel for IES 

and counsel for IPC, with respect to the terms of the draft merger agreement and the terms of possible 

stock option agreements.  

On October 13, 1995, Messrs. Doyle, Root and Chase met with Consulting Group to discuss the 

scope, costs and timetable of the synergy.study undertaken by.the managements of the three compa
nies with the assistance of Consulting Group. Over the next several weeks, the working group from 
the three companies had periodic conversations and met with Consulting.Group to finalize manage
ments' synergy analysis.  

On October 18, 1995, at a regularly scheduled meeting of the WPLH Board, WPLH management, 
Merrill Lynch and legal counsel updated the WPLH Board on the overall progress of the merger 

negotiations with IES and IPC and the WPLH Board received, a full due diligence report ori IPC.  

Merrill Lynch reviewed financial and other information concerning .WPLH, IES and IPC. Manage

ment reported on the handling of various other issues relating to the transaction, such as manage
ment succession, the composition of.the board of directors of the combined company and potential 

utility integration strategies. The WPLH Boardonce again discussed the potential benefits to share
owners of WPLH (in the form of enhanced opportunities for earnings) and customers of WPLH (in the 

form of maintenance of competitive rates) that could result from the proposed three-way combination 
and authorized management to continue negotiations with IES and IPC.  
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On October 19, 1995, the IPC Board met with its legal and financial advisors to receive an update 
on the status of the merger negotiations and the due diligence investigations of IES and WPLH.  
Management r ported to the IPC Board on the overall status of the merger negotiations to date, and 
management, in conjunction with Consulting Group, discussed with the IPC Board the continuing 
analysis by the members of the companies' working group of the areas for the realization of potential 
operational synergies that IPC management had concluded might result from the proposed combina
tion. Salomon Brothers reviewed certain preliminary financial and other information regarding IPC, 
IES, and WPLH. Legal counsel presented a legal due diligence report on IES and WPLH and reviewed 
with the IPC Board the proposed handling of certain issues relating to the combination, including 
management succession, the composition of the board of directors of the combined company, the 
location of the headquarters of the'utility subsidiaries of the combined company and employee related 
matters. Legal counsel also reviewed the proposed merger structure and certain significant terms of 
the proposed mergers. Synergy Consulting Services Corporation, a nationally recognized independent 
nuclear energy consultant retained by IPC, presented a report containing the results of its evaluation 
of the Duane Arnold Energy Center nuclear generating facility ofUtilities and of the Kewaunee 
nuclear facility of WP&L and identified and characterized for the IPC Board generic nuclear power 
plant business risks. Synergy Consulting Services Corporation concluded that the Duane Arnold 
facility ranked above-average among the industry's nuclear generating plants in all benchmarking 
categories, was in good physical condition and was well managed and also concluded that the plans for 
decommissioning the Duane Arnold facility at the end of its useful life appeared to be adequate 
assuming Utilities was successful in obtaining approval from the IUB for a significant increase in its 
annual decommissioning fund allocation beginning in 1996. Synergy Consulting Services Corporation 
conclided that the Kewaurie facility has historically been one of the best performing plants within 
the nuclear industry and noted that it had recently received the highest possible performance ratings 
from both the NRC and from the Institute of Nuclear Power Operations (INPO). However, Synergy 
Consulting Services Corporation also noted that the Kewaunee facility is experiencing certain steam 
generator tube: and tube sleeve degradation that potentially threatens the economic' viability of 
continued plant operation but that viable economic alternatives to this operational problem exist.  
Synergy Consulting Services Corporation also concluded that' WP&L management understood the 
financial risks associated with the alternative scenarios for the Kewaunee facility's future, that 
WP&L management had concluded that such risks were manageable and that the plans for decommis
sioning the Kewaunee facility at the end of its useful life were adequate. In the course of its evaluation, 
Synergy Consulting Services Corporation reviewed documentation containing relevant operating 
statistics (capacity factors, production costs and regulatory performance) and reviewed external 
performance evaluations of the Duane Arnold and Kewaunee facilities including INPO ratings, NRC 
Systematic Assessment of Licensee Performance (SALP) ratings and other ratings based on publicly 
available industry benchmarking data of nuclear station performance. The Synergy Consulting Ser
vices Corporation evaluation took into account specific risks associated with the Duane Arnold and 
Kewaunce facilities in the following categories: production, costs,.organization and management, and 
decommissioning plan. Finally, Synergy Consulting Services. Corporation briefed the IPC Board on the 
generic risks associated -with nuclear generating plants, including premature permanent plant shut
down, temporary plant shutdown, uneconomic plant operation, inability to extend plant life, unantici
pated costs, consequences of a nuclear accident, changes in regulations, fuel storage and fuel disposal 
and decommissioning costs. Following such presentations, the IPC Board once again discussed the 
various potential benefits of the proposed combination to IPC's stockholders and customers and 
authorized 'management to continue negotiations with IES and WPLH.  

The representatives and advisors for all three companies met and spoke on numerous occasions 
over the next th ee-weeks, finalizing managements' synergystudy, discussing the transaction and the 
related documentation and negotiaeing the terms of the Merger Agreement, including the conditions 
to closing, the termination provisions, the break-up. fees, the covenants which would govern the 
operations of WPLH, IES and IPC prior to the Effective Time and various other policy matters that 
would govern the operations of the combined company after the Effective Time. These discussions 
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included meetings on November 1 and November 6, 1995 in New York among Edward M. Gleason, 
Vice President, Treasurer and Corporate Secretary of WPLH, Mr. Root, Mr. Stoppelmoor and 
Mr. Chase, as well as their legal counsel, to document the negotiated terms of the Merger Agreement 
and other transaction documents. Merrill Lynch, Morgan Stanley and Salomon Brothers held further 
discussions with respect to the exchange ratios during the week of November 5, 1995. During'.the 
course of these discussions, Merrill Lynch, Morgan Stanley and Salomon Brothers each formulated a 
range of exchange ratios (but not specific ratios) for purposes of the ultimate negotiation of the specific 
exchange ratios by the parties, which ranges were then communicated to each firm's respective client.  
While the parties' financial advisors discussed the exchange ratios and their respective client's 
positions with respect thereto, the IES Ratio and the IPC Ratio were ultimately determined.by each of 
IES and WPLH and IPC and WPLH, respectively.  

On November 7, 1995, at a special meeting of the IPC Board, IPC management, Salomon Brothers 
and legal counsel updated the IPC Board on the overall progress of the.merger negotiations with WPLH 
and IES. Counsel to IPC outlined in detail the terms and conditions of the then current forms of the 
Merger Agreement, the Stock Option Agreements and the Employment Agreements. Counsel reviewed 
such matters as the covenants that would govern the operations of the companies prior to the Effective 
Time, the representations and warranties of each of the companies, the conditions to consummation of 
the Mergers and the termination provisions of the Merger Agreement (including the termination fees 
and the operation of the Stock Option Agreements). The IPC Board also discussed with management, 
counsel and Salomon Brothers the management succession plan outlined in the Merger Agreement, the 
composition of the Interstate Energy Board and potential integration strategies. Consulting Group 
assisted IPC management in a further presentation to the IPC Board where management reported on 
the analyses of WPLH, IES and IPC managements of the potential synergies that could be achieved by a 
combination of the three companies. This presentation reviewed assumptions underlying manage
ments' analyses, gave an overview of the types of synergies (financial, regulatory and operational) that 
could be achieved by a three-way combination and emphasized that the identified synergies were all.  
directly related to a possible merger and did not include other types of savings that might be achieved 
without a merger. An overview of categories of synergies was given which identified the following areas 
for potential synergies: corporate and support labor, corporate -programs, electric production, fuel 
transportation, gas supply costs and purchasing economies for items such as materials, supplies and 
contract services. The analyses assumed a period of 1997-2006, that the combination would result in a 
utility holding company registered under the 1935 Act, that management and operational integration of 
corporate, distribution and production support functions would occur without total physical centraliza
tion, that labor savings would be achieved by a variety of methods, including attrition, controlled hiring 
and voluntary separation programs over three years following the combination, and that costs to 
achieve the savings would be incurred primarily over the first three years following the combination.  
Based upon the information compiled through November 7, 1995, managements' analyses, *as reported 
to the IPC Board, estimated that approximately $780 million in potential synergy savings were realiza
ble over the assumed ten-year period, with the cost to achieve such savings estimated to be 
approximately $80 million, resulting in managements' estimate of approximately. $700 million of net 
anticipated synergy savings as a result of the Mergers over the assumed ten-year period. The analyses 
employed in order to develop managements' estimates of potential savings as a result of the Mergers 
utilized information provided by each company and were based upon various assumptions that involve 
judgments with respect to, among other things, future national and regional economic and competitive 
conditions, technological developments, inflation rates, regulatory treatment, weather conditions, fi
nancial market conditions, future business decisions and other uncertainties, all of which are difficult to 
predict and many of which are beyond the control of IPC, IES and WPLH.  

At the November 7 meeting, the IPC Board also discussed with Salomon Brothers various financial 
analyses prepared by Salomon Brothers with respect to each of IPC, WPLH and IES. The IPC Board 
again discussed the potential benefits of the proposed three-way combination to. IPC stockholders (in 
the form of a premium for their shares and enhanced opportunities for earnings and dividend growth) 
and to customers of IPC (in the form of maintenance of quality service and competitive rates). At the 
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conclusion of the November 7 meeting, the IPC Board authorized management to pursue finalization of 
the Merger Ag eement and the other transaction documents with WPLH and IES and to negotiate an 
exchange ratio tfor IPC Common Stock within a specified range determined by the IPC Board.  

On November 9, 1995, discussions were held among Mr. Davis, Mr. Liu and Mr. Stoppelmoor and 
among Merrill Lynch, Morgan Stanley and Salomon Brothers regarding the exchange ratios to be 
applied to IES Common Stock and IPC Common Stock. After:consulting and reviewing with Merrill 
Lynch the range of exchange ratios previously presented by Merrill Lynch and discussed with the 
WPLH Board, as well as the discussions among the companies and their financial advisors regarding 
the exchange ratios, WPLH management proposed ratios to IES and IPC which would result in each 
share of WPLH Common Stock remaining outstanding as one share of Interstate Energy Common 
Stock, each share of IES Common Stock being converted into 0.98 a share of Interstate Energy 
Common Stock and each share of IPC Common Stock being converted into 1.11 shares of Interstate 
Energy Comm6n Stock.  

As a result of these discussions, Mr. Stoppelmoor determined to present to IPC's Board WPLH's 
proposed.exchange ratio of 1.11 shares of Interstate Energy Common Stock for each share of IPC 
Common Stock. This determination was made based upon the fact that this exchange ratio was within 
the range specified by IPC's Board at the November 7, 1995 meeting and was subject to the under
standing of Salomon Brothers and Mr. Stoppelmoor that the exchange ratio proposed with respect to 
IES would be 0.98 of a share of Interstate Energy Common Stock for each share of IES Common Stock.  

On November 10, .1995, at a special meeting of the WPLH Board, counsel to WPLH outlined in 
detail the terms and conditions of the final forms of Merger Agreement, Stock Option Agreements, 
Employment Agreements and other transaction documents. Counsel reviewed such matters as the 
representations and warranties of each of the 'companies, the conditions to consummation of the 
Mergers and the termination provisions of the Merger Agreement (including the termination fees and 
the operation of the Stock Option Agreements). Counsel also reviewed the succession plan outlined in 
the Merger Agreement and the handling of the various other issues relating to the transactions, such 
as the composition of the board of directors of the combined company. Mr. Protsch, A.J. (Nino) Amato, 
Senior Vice President of WP&L, Mr. Doyle, Ms. Swan and Mr. Gleason made management presenta
tions to the WPLH Board, including an updated report on the analysis of potential synergies prepared 
by the managements of WPLH, IES and IPC, with the assistance of Consulting Group,'which included 
discussions of potential cost savings from economies of scale and decreased electric production and gas 
purchase costs and elimination of duplicative administrative expenses,-and a review of the regulatory 
plan and the completion of the overall due diligence process. Legal counsel' and management then 
described the covenants which would govern the operations of WPLH, IES and IPC prior to the 
Effective Time and other policy.issues which would govern the operations of the combined company 
and its subsidiaries subsequent to the Effective Time. At the November 10 meeting, Merrill Lynch 
delivered its written opinion to the WPLH Board that, as of such date.and based upon and subject to 
the matters disbussed, the proposed exchange ratios of.0.98 of a share of Interstate Energy Common 
Stock per share of IES Common Stock and 1.11 shares of Interstate Energy Common Stock per share 
of IPC Common Stock were fair to WPLH from a financial point of view. The WPLH Board discussed 
the presentations they. had received at this and various other WPLH Board Meetings and, upon 
conclusion; unanimously approved the Merger Agreement and the Stock Option Agreements and 
authorized' their execution.  

On November 10, 1995, at a regularly scheduled meeting of the IES Board, counsel to IES 
presented in detail the terms and conditions of the proposed Merger Agreement, Stock Option Agree
ments, Employment Agreements and other transaction' documents. Arthur Andersen Economic Con
sulting made a presentation summarizing various financial data of the merger candidates and IES, 
including retail price per Kwh and sales volume growth, and emphasizing that factors to be considered 
in evaluating a merger candidate include management capability, regulatory issues (including past 
regulatory performances, stranded asset exposure and complexities of multi-state operations) and 
cultural factors. The Arthur Andersen Economic Consulting presentation also generally reviewed two 
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strategic options available for electric utilities responding to increased competition: 1) consolidation or 
merger; and 2) process reengineering. Arthur Andersen. Economic Consulting analyzed for IES cost 
savings that could possibly be realized from four different hypothetical merger combination transac
tions and through process reengineering on a stand-alone basis. The cost savings analyses were based 
solely on publicly available information and were developed using a third-party model and assumptions, 
including industry benchmarks developed in conjunction with and adopted by IES management. In 
addition to the principal approach using the third-party model, two additional methodologies were 
utilized to substantiate the reasonableness of the principal approach: the average preliminary compari
son method and the statistical econometric regression estimation methodology. Both of these secondary 
methodologies utilize publicly available data gleaned from recently announced or completed electric 
utility mergers. The cost savings analyses of the four possible merger combinations and of IES on a 
stand-alone basis pursuing process reengiieering indicated that a three-way combination of IES and 
WPLH and IPC might result in the highest level of cost savings. Because these analyses were based 
solely on publicly available data without input from nonpublic information from the various potential 
merger candidates;, Arthur Andersen Economic Consulting stressed that these analyses could not be 
relied on to definitively rank the alternatives. Although Arthur Andersen Economic Consulting re
viewed various potential transactions, the firm made no recommendation to the IES Board as to 
whether or not to'proceed with a merger or who to select as a merger partner. Morgan Stanley rendered 
to the IES Board an.oral opinion to the effect that, at such date, and based 'upon the procedures and 
subject to the assumptions stated at the meeting, the IES Ratio, taking into account the IPC Ratio, was 
fair from a financial point of view to the holders of IES Common Stock. The IES Board discussed the 
presentations they had received at this 'and other IES Board meetings and, upon conclusion, the IES 
Board members present at the meeting unanimously approved the Merger Agreement and the Stock 
Option Agreements and authorized their execution.  

On November 10, 1995, at a special meeting of the IPC Board, counsel to*IPC reviewed with the 
IPC Board the terms of the final forms of Merger Agreement, Stock Option Agreements, Employment 
Agreements'and other transaction documents. Counsel also reviewed the approval process to be 
commenced upon execution of the Merger Agreement, including the process of seeking the approval of 
IPC stockholders and the various regulatory agencies whose approval would be required. Counsel also 
discussed with the IPC board various provisions of the 1935 Act and their applicability to the proposed 
Mergers and to the operations of the combined entity after the Effective Time. At the November 10 
meeting, Salomon Br6thers. delivered its written-opinion to the IPC Board to the effect that, as of such 
date and based upon and subject to various considerations set forth in such opinion, the proposed 
exchange ratio of 1.11 shares of Interstate Energy Common Stock for each share of IPC Common 
Stock was fair, from a financial point of view, to the holders of'IPC.Common Stock (other than WPLH, 
IES or. ahny of their respective affiliates). The IPC Board then discussed' the presentations they had 
received at this and various other IPC Board meetings and, upon conclusion, unanimously approved 
the Merger Agreement and the Stock Option Agreements and the transactions contemplated thereby, 
and authorized their execution. Following the meetings of the WPLH Board, the' IES Board and'the 
IPC Board, the Merger Agreement and the Stock Option Agreements were executed..  

In mid-April 1996, Morgan Stanley, on behalf of IES, contacted Merrill Lynch and informed 
Merrill Lynch that IES desired to discuss certain issues regarding the Merger Agreement and specifi
cally IES's investment in McLeod. Morgan Stanley .noted that the potential value of IES's stake in 
McLeod might be above that contemplated at the time the parties originally entered into the Merger' 
Agreement.  

As of the date hereof, IES Investments Inc., an indirect wholly-owned subsidiary of IES, holds 
8,420,457 shares of McLeod Class B common stock (which is convertible at the option of IES into, 
McLeod Class A common stock on a share-for-share basis)' and vested options to purchase an addi
tional 1,300,688 shares. In the McLeod initial public offering, IES Investments Inc. also purchased 
500,000 shares of Class A common stock. The rights of McLeod Class A common stock and Class B 
common stock are substantially identical except that Class A common stock has 1 vote per'share and 
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Class B common stock has 0.40 votes per share. Mr. Liu is a director of McLeod, owns 7,450 shares of 
Class A common stock and has a currently exercisable option to purchase 32,813 shares of Class A 
common stock of McLeod.  

IES Investments Inc. purchased the McLeod Class B common stock in three blocks commencing 
in April 1993, for an aggregate of $9.2 million. The options are exercisable for approximately $2.3 
million in the aggregate.. IES Investments Inc. paid $10.0 million for the Class A common stock 
purchased in the McLeod initial public offering.  

Following the passage of the Telecommunications Act of 1996, in April 1996, McLeod filed a 
registration statement with the SEC with respect to an initial public offering of its Class A common 
stock. On June 14, 1996, McLeod sold 13.8 million shares of its Class A common stock in an initial 
public offering at a price to the public of $20 per share. On such date, the last sale price per share of the 
McLeod Class Acommon stock on the Nasdaq National Market was $25.50. McLead, a provider of 
integrated local and long distance telecommunications services to small ai'd medium-sized businesses 
primarily in Iowa and Illinois, reported a net loss of $11.3 million on revenues of $29.0 million for the 
fiscal year ended December 31, 1995. IES did not sell or convert any of its shares of Class B common 
stock of McLeod in the initial public offering, but purchased $10 million of McLeod Class A common 
stock as a. part of the public offering transaction. IES is also subject to 'an Investor Agreement 
executed on April 1, 1996 with McLeod pursuant to which IES has agreed, for a two-year period which 
commenced on June 10, 1996, not to sell any equity securities of McLeod unless otherwise approved by 
the McLeod Board of Directors.  

On April 19, 1996, prior to the consummation of the McLeod initial public offering, Morgan 
Stanley, on behalf of IES,,proposed that the ratio at which shares 'of IES Common Stock would be 
converted into shares of Interstate Energy Common Stock be adjusted to provide IES shareholders 
with two-thirds of the after-tax gain of IES's investment in McLeod, assuming that McLeod completed 
its initial public offering and that IES constructively sold its investient in McLeod within a period 
immediately prior to consummation of the Mergers. Under the IES proposal, the after-tax -gain 
associated with a constructive sale of IES's interest in McLeod and the value of additional shares of 
Interstate Energy Common Stock to be issued to holders of IES Common Stock would have been based 
on the market'value of McLeod common shares within a period immediately prior to the consumma
tion of the Mergers. Following discussions with its financial and legal advisors, management of WPLH 
indicated that WPLH did not consider the modification of the IES exchange ratio as.proposed by IES 
to be appropriate based in part upon the contingent nature of IES's investment in McLeod. IPC's 
management concurred with the position adopted by WPLH.  

On May 1,. 1996, Morgan Stanley delivered to Merrill Lynch a revised proposal from IES to 
provide for an adjustment of the IES exchange ratio. The revised IES proposal provided that the IES 
exchange ratio be increased to provide an additional $25 million of Interstate Energy Common Stock 
to IES shareholders contingent upon' McLeod completing an initial public offering prior to the 
consummation of.the Mergers..Asproposed.by IES, the number-of additional shares.of Interstate' 
Energy Common Stock to be issued in the event McLeod completed its initial public offering as 
described-above would be based on.the trading price of the.WPLH Common Stock in the ten'trading 
days prior to the execution of an amendment to the Merger Agreement.  

After consulting with members of the WPLH Board and WPLH's financial and legal advisors 
regarding the revised IES proposal, Mr. Davis contacted Mr. Liu and informed him that WPLH 
management would be prepared to recommend to the WPLH Board a proposal that would increase the 
IES exchange ratio from 0.98 to 1.01 provided that, prior to.the consummation of the Mergers, 
McLeod completed its initial public offering generally as described in'its initial filing with the SEC and 
at a' price per share greater than or equal to $13.00. During this time, Mr. Davis also had periodic 
conversations. With Mr. Stoppelmoor regarding the IES proposals and IPC's position regarding an 
amendment to 'the Merger Agreement. The financial advisors for both WPLH and IPC also discussed 
matters relating to the amendment and IPC's views with respect thereto. Following these discussions 
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and further consultations with members of their respective Boards and financial and legal advisors, 
Messrs. Davis, Liu and Stoppelmoor agreed to recommend to their Boards approval of an amendment 
to the Merger Agreement that would include a provision increasing the IES exchange ratio from 0.98 
to 1.01 in the event McLeod completed an initial public offering within the parameters described 
above prior to the consummation of the Mergers.  

On May 7, 1996, the IES Board approved in principle the proposed amendment to the Merger 
Agreement. The IES Board, in attempting to determine the potential value to the IES shareholders of 
the McLeod holdings, estimated that IES could have realized a potential pre-tax gain of $152 million if 
IES were able to participate in the McLeod initial public offering and realize a sale price equal to $17 
per share, the midpoint of McLeod's then disclosed offering-price range (assuming the exercise of all 
options vested as of June 30, 1996). In deciding to accept the revised IES Ratio, the IES Board, after 
discussion with Morgan Stanley, considered, among other factors (i) the taxes which would likely be 
payable by IES upon the eventual sale of its McLeod common stock once the aforementioned restric
tions on transfer had lapsed, '(ii) the fact that, in valuing IES Common Stock, the market would 
significantly discount the value of McLeod due to lack of earnings and to the underlying volatility 
which would be inherent in the publicly-traded McLeod Class A common stock, given the difference in 
industry fundamentals and anticipated, shareholder profiles between McLeod and IES, (iii) the illi
quidity of the IES stake in light of IES's restrictions on transfer, and (iv) the fact that with the 
adjusted 1.01 exchange ratio, IES shareholders, through their pro forma ownership of Interstate 
Energy, would effectively retain approximately' 42% of the value attributable to IES's ownership of 
McLeod shares.  

On May 7, 1996, at a special meeting of the WPLH Board, counsel to WPLH descriibed the 
proposed amendment to the Merger Agreement and discussed with the WPLH Board the impact the 
proposed amendment would have on various provisions of the Merger Agreement. At this meeting, 
Merrill Lynch also discussed and reviewed with the WPLH Board the proposed contingent adjustment 
to ,the IES Ratio relating to the McLeod Contingency and orally confirmed that Merrill Lynch would 
be prepared to render an opinion to the effect that, based on the assumptions made, matters consid
ered and limits of review as set forth in such opinion, the Ratios (including the IES Ratio as adjusted if 
the McLeod Contingency is satisfied) are fair to WPLH from a financial point of view. After consider
ing the -presentations made and the matters discussed at the special meeting, the WPLH Board by the 
directors present unanimously approved the proposed amendment to the Merger Agreement and 
authorized.the execution thereof.  

On May 10, 1996, the IPC Board met with its'financial and legal advisors to discuss and vote upon 
the proposed amendment to the Merger Agreement. IPC's legal advisors described the proposed 
amendment to.the IPC Board,' and discussed with the IPC Board various applicable provisions of the 
Merger.Agreement. Salomon Brothers reviewed with the IPC Board the proposed contingent adjust
ment to the IES Ratio relating to the -McLeod :Contingency and advised the IPC Board that if the 
proposed amendment were adopted, Salomon Brothers could render an opinion to -the effect that, 
based'upon and subject to various considerations that would be set forth in such opinion, as of May 10,: 
1996, the IPC Ratio (assuming the IES Ratio is adjusted for satisfaction of the McLeod Contingency) is 
fair to the holders of IPC.Common Stock (other than WPLH, IES or any of their respective affiliates) 
from a financial point of view. After considering the presentations made and the matters discussed at 
the meeting, the IPC Board unanimou sly 'approved the proposed amendment to the Merger Agree
ment and authorized the execution thereof.  

The amendment to the Merger Agreement was executed by the parties on May 22, 1996.  

On June 14, 1996, McLeod completed its initial public offering and the McLeod Contingency was 
satisfied. As a result, the IES Ratio was automatically adjusted to 1.01.  
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Reasons for the Mergers; Recommendations of the Boards of Directors 

WPLH, IES and IPC believe that the Mergers offer the following significant strategic and financial 
benefits to each company and to their respective shareowners, as well as to their employees and customers: 

Maintenance of Competitive Rates - Interstate Energy will be more effective in meeting the 
challenges of the increasingly competitive environment in the utility industry than any of 
WPLH, IES or IPC standing alone due to the economies of scale available to Interstate 
Energy. The impact of these economies of scale, which are described in greater detail below, 
will help to position Interstate Energy to deal effectively with increased competition with 
respect to rates. The Mergers, by creating the potential for increased economies of scale, will 
create the opportunity for strategic, financial and operational benefits for customers in the 
form of more competitive rates over the long term and for shareowners in the form of greater 
financial strength and financial flexibility.  

Integration of Corporate and Administrative 'Functions - Interstate Energy will be able td 
consolidate certain corporate and administrative functions of WPLH, IES and IPC, thereby 
eliminating duplicative positions, reducing other non-labor corporate and administrative 
expenses and limiting or avoiding duplicative expenditures for administrative and customer 
service programs and information systems. A joint transition task force is examining the 
manner in which to best. organize and manage the businesses 'of Interstate Energy and 
identify duplicative positions in the corporate and administrative areas. It is anticipated that, 
as aresult of combining staff and other functions, Interstate Energy will have somewhat 
fewer! employees within several years than WPLH, IES and IPC currently have in the 
aggregate. WPLH, IES and IPC are committed to achieve cost savings in the area of person
nel reductions through attrition, strictly controlled hiring, and reassignment and retraining 
and, to the extent required, severance and targeted early retirement programs. In addition,..  
some savings in areas such as insurance and regulatory costs and legal, audit and consulting 
fees are expected to be realized..  

* Reduced Operating Costs - The combination should result in decreased electric production 
costs through the joint dispatch of the systems. Natural gas supply savings through combined 
purchasing are also anticipated.  

* Purchasing Economies and Streamlining of Inventories - The combination of the three 
companies should result in greater purchasing power for items such as fuel and transporta
tion services and general and operational.goods and services, and the reduction of inventories 
for standardized materials and supplies for construction, operations and maintenance within 
the combined generation, transmission and distribution systems.  

* Coordination of Diversification Programs - WPLH and IES each have significant non
utility subsidiaries, and Interstate Energy, as a stronger financial entity, should be able to 
manage and pursue such subsidiary businesses more efficiently and effectively. WPLH and 
IES currently engage in a number of diversified businesses, some of which are complemen
tary. To the extent such complementary businesses are combined and able to collaborate in 
the pursuit of market opportunities, benefits from economies of scale should be obtained and 
thereby improve the performance of these businesses. Furthermore, due to the larger capital 
base of Interstate Energy, the financial flexibility will' exist to support the existing businesses 
as well as take 'advantage of new business opportunities as they arise.  

* More Diverse Service Territory - The combined service territories of WP&L, Utilities and 
IPC will be larger and more diverse than any of the service territories of WP&L, Utilities or 
IPC as independent entities. This increased customer and geographical diversity is expected 
to red ;uce the exposure to changes in economic, competitive or climatic conditions in any 
given sector of the combined service territory.  
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Expanded Management Resources - In combination, WPLH, IES and IPC will be able to 
draw on a larger and more diverse mid- and senior-level management pool to lead Interstate 
Energy forward in an increasingly competitive environment for the delivery of energy and 
should be better able to attract and retain the most qualified employees. The employees of 
Interstate Energy should also benefit from new opportunities in the expanded organization.  

Subject to the qtialifications expressed below, WPLH, IES and IPC believe that synergies from the 

Mergers will generate substantial cost savings to Interstate Energy, which would not be available 
absent the Mergers. Although there can be no assurances that such results will be achieved, current 
estimates by the managements of WPLH, IES and IPC. indicate that the Mergers could result in 
potential net cost savings (that is, after taking into account the costs incurred to achieve such savings) 
of aporoximately. $749 million during the ten-year period following the Mergers. Approximately 45% 
of these savings are expected to be achieved through personnel reductions involving approximately 
600 positions. Other potentially significant cost savings include reduced corporate and administrative 
programs, reduced electric production costs, nonfuel purchasing economies, lower gas supply costs, 
and other avoided .or reduced operation and maintenance costs, such as the deferral of costs associated 
with adding new generating capacity.  

Any actual savings in costs are expected through the regulatory process to inure to the benefit of 
both shareowners and ratepayers. The allocation of the benefits and cost savings among shareowners 
and ratepayers will depend on the results of regulatory proceedings in the various jurisdictions in 
which WPLH, IES and IPC operate their businesses. See "Regulatory Matters." 

The foregoing discussion contains forward looking statements, including, without limitation, 
mangements' estimates of potential net cost savings. Actual results might differ materially from those 
contained in the forward looking statements. The analyses employed in. order to develop manage
ments' estimates of potential savings as a result of the Mergers were necessarily based upon various 
assumptions that involve judgments with respect to, among other things, future national and regional 
economic and competitive conditions, technological developments, inflation .rates, regulatory treat
ment, weather conditions, financial market conditions, future business decisions, and other uncer-, 
tainties, all of which are difficult to predict and many of which are beyond the control of WPLH, IES 
and IPC. Accordingly, while WPLH, IES and IPC believe that such assumptions are reasonable for 
purposes of the development of estimates of potential savings, there can be no assurance that such 
assumptions will approximate actual experience or that such savings will be realized.  

The.WPLH Board, the IES Board and the IPC Board each considered the impact of Interstate 
Energy registering as a holding company under the 1935 Act in connection with the Mergers. Based on 
the benefits that each company believes will be derived from the Mergers, the potential detriments 
associated with Interstate Energy operating as a registered holding company. were not deemed mate
rial. See "Regulatory Matters - Public Utility Holding Company Act of 1935." 

WPLH. The WPLH Board believes that the terms of the Mergers are fair to, and in the best 
interests of, WPLH and its shareowners. Accordingly, the. WPLH Board, by a unanimous vote, has 
approved the Merger Agreement (and the transactions contemplated thereby) and recommends its 
approval.and adoption by WPLH's shareowners. The WPLH Board believes: that WPLH's shareown
ers will benefit by participation in the combined economic growth of the WPT&L, Utilities and IPC 
service territories, and from the inherent increase in scale economies, the market diversification and 
the resulting increased financial stability and strength; that the Mergers will result in cost savings 
from decreased electric production and gas supply costs, a reduction in operating and maintenance 
expense and other factors discussed above; and that the combined enterprise can more effectively 
participate in the increasingly competitive miarket for the gnerationof power. All of these factors 
offer a potential increase in earnings and -the creationof a larger, financially stronger company.  
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In reaching its conclusions, the WPLH Board considered (i) the financial performance, condition, 
business operations and prospects of each of WPLH, IES and IPC and that, on a combined basis, the 
companies will likely have greater financial stability and strength due to participation in the combined 
economic climate and growth of each of the WP&L, Utilities and IPC service territories, the inherent 
increase in scIle economies, the market diversification resulting from' the combination of customer 
bases and the impact of the potential operating efficiencies and other synergies which are expected to 
reduce operational and maintenance expenses, as more fully. discussed above; (ii) current industry, 
economic, market and regulatory conditions which encourage consolidation.to reduce risk and create 
new avenues for earnings growth (as discussed under "The Mergers - Background of the Mergers" 
above); (iii) the anticipated positive effect of the Mergers on shareowners and customers (as more fully 
discussed above); (iv) the terms of the Merger Agreement, the Stock Option Agreements, the Employ
ment Agreements and other documents executed and to be executed in connection 'with the Mergers 
which provide for reciprocal representations and warranties, conditions to closing and rights to termina
tion, balanced rights and obligations and protection for employees of WPLH (as discussed under "The 
Merger Agreement," "The Stock Option Agreements" and "- Employment Agreements"); (v) the 
management succession plan specified in the Merger Agreement and the Employment Agreements of 
Messrs. Liu, Davis, Stoppelmoor and Chase (as described under "- Employment Agreements" and 
"Interstate. Energy Following the Mergers -* Management of Interstate Energy") which provides a 
prudent plan for managing the integration of and transition in management; (vi) the impact of regula
tion under various state and federal laws (as described under "Regulatory Matters" and "- Back
ground of the Mergers"); (vii) that the Mergers are expected to be treated as a tax-free reorganization to 
shareowners and to be accounted for as a pooling-of-interests transaction (which avoids the reduction in 
earnings which would result from the creation and amortization of goodwill under purchase accounting) 
(as discussed under "- Certain Federal Income Tax Consequences" and "- Accounting Treatment"); 
and (viii) the opinion of Merrill Lynch, described below, that the Ratios are fair to WPLH from a 
financial point of view. In determining that the. Mergers'are fair to and in the best interests of its 
shareowners, the WPLH Board considered the above factors as a whole and did not assign specific or 
relative weights to any one factor or group of factors.  

The WPLH Board did, however, consider several countervailing factors associated with the Merg
ers. The first factor related to Utilities' ownership and operation of the Duane Arnold Energy Center, 
which is a 520 MW boiling water reactor nuclear power plant. The WPLH Board considered the fact that 
Utilities was a 70% owner of the plant and that-this plant provided Utilities with approximately 18% of 
its generating. capacity and 25% of its energy requirements. Comparable to the Kewaunee Nuclear 
facility (of which WP&L is a part owner) in terms of its licensed life, the Duane Arnold facility had a net 
book value in the fall of 1995 of approximately $300 million. Available estimates suggested that the 
facility faced a decommissioning liability of approximately $361 million (in 1993 dollars) of which 
Utilities is responsible for 70% or approximately $253 million, with approximately $34 million (at the 
end of 1994) thereof accumulated in an external trust fund and approximately $21 million (at the end of 
1994) thereof accumulated in an internal reserve. The WPLH Board considered this as a potential 
negative factor associated with the combination due to the uncertainty surrounding whether the Duane 
Arnold facility would be well-positioned to operate as a competitive power production facility in the 
event that the generation segment of the electric utility industry became substantially unregulated and 
fully competitive. The question presented was whether there was likely to be material financial risk in 
such a circumstance in the form of potential stranded investment.  

The. potential negative impact of the Duane Arnold facility was offset by various other factors. First, 
the WPLH Board believes, based on ongoing proceedings at FERC, that federal policymakers will ulti
mately allow for the recovery of stranded investment in the event that policies are implemented'which 
bring about greater competition in the generation sector of the electric utility industry. Second, all 
available information led to the conclusion that the Duane Arnold facility was a well-operated and well
managed nuclear facility whose costs were generally. more favorable than those of most nuclear plants in 
North America. Third, historical regulatory experiences in Iowa presented no evidence that unreasonable 
regulatory rateinaking policies would likely .be implemented with respect to that facility.  
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A second concern considered by the WPLH Board related to the ownership by Utilities and IPC of O former manufactured gas plant sites for which remediation costs will be incurred over time. Utilities 
owns or may have responsibility for remediation for 34 such sites while IPC owns or may have 
responsibility for remediation for nine such sites. With respect to the Utilities sites, information 
available to the WPLH Board suggested that while the potential magnitude of remaining clean-up 
costs was significant (approximately $37 million based on then current estimates), Utilities had a well
established track record of effectively investigating and remediating its former manufactured gas 
plant sites and of seeking and receiving favorable regulatory rate treatment in the State of Iowa for 
the costs incurred in those efforts. With respect to a majority of the sites, IPC was found to be in the 
early stages of evaluating its manufactured gas plant obligations and potential financial exposures. As 
of the fall of 1995, IPC had received favorable regulatory rate treatment in the States of Iowa and 
Illinois with respect to costs incurred to date in the investigation of its former manufactured gas plant 
sites. In connection with the IPC sites located in Minnesota, a decision on rate recovery was then 
pending-in a rate case and the WPLH Board did not rely on the potential, for full or partial rate 
recovery (or the timing thereof) in analyzing the Mergers.  

Although the WPLH Board considered the foregoing factors in approving the Mergers, due to the 
beneficial aspects of the Mergers described above, the WPLH Board concluded that the unfavorable 
aspects of the Mergers were outweighed by the positive impacts and potential opportunities.  

THE WPLH BOARD BY THE DIRECTORS PRESENT HAS UNANIMOUSLY APPROVED THE 
MERGER AGREEMENT AND BELIEVES THAT THE TERMS OF THE MERGERS ARE FAIR TO, AND 
IN THE BEST INTERESTS OF, WPLH'S SHAREOWNERS, HAS APPROVED EACH OF THE WPLH 
CHARTER AMENDMENTS, SUPPORTS THE ELECTIONOF THE NOMINATED WPLH DIRECTORS 
AND SUPPORTS THE APPOINTMENT OF ARTHUR ANDERSEN LLP AS WPLH'S INDEPENDENT 
AUDITORS FOR THE YEAR ENDING DECEMBER 31, 1996. THE WPLH BOARD RECOMMENDS A 
VOTE FOR APPROVAL OF THE MERGER AGREEMENT, FOR APPROVAL OF EACH OF THE WPLH 
CHARTER AMENDMENTS, FOR THE ELECTION OF THE NOMINATED WPLH DIRECTORS AND 
FOR THE RATIFICATION OF THE APPOINTMENT OF THE INDEPENDENT AUDITORS.  

IES. The IES Board believes that the terms of the Mergers are fair to, and in the best interests 
of, IES and its shareholders. Accordingly, the IES Board, by a unanimous vote of the directors present, 
has approved the Merger Agreement and the transactions contemplated thereby and recommends its 
approval and adoption by IES's shareholders. The IES Board believes: that the IES Ratio offers IES 
shareholders an attractive premium over the recent historical trading prices of IES Common Stock; 
that IES shareholders will benefit by participation in the combined economic growth of the service 
territories of Utilities, WP&L and IPC, and from the inherent increase in scale e6onomies, the market 
diversification and the resulting increased financial stability and strength of the combined entity; that 
the Mergers will result in cost savings from decreased electric production and gas supply costs, a 
reduction in operating and maintenance expense and other factors discussed above; that the combined 
enterprise can more effectively participate in the increasingly competitive market for the generation 
of power; and that the Mergers and various provisions. of .the-Merger Agreement offer IES'sharehold
ers, ratepayers and employees a unique opportunity to realize the benefits created by combining the 
three entities.. The IES Board believes that these factors offer a potential increase in earnings in 
excess of those that could be achieved by IES alone, and that the Mergers will result in the creation-of a 
larger, financially stronger company.  

In reaching its conclusions, the IES Board considered (i) the original and the adjusted IES Ratio 
and the fact that such ratios represent approximately an 11% premium and an 11.34% premium, 
respectively, over the closing price of IES Comnion Stock on. the NYSE on November 10, 1995.(the last 
full trading day prior to the public announcement of the Mergers) and premiums of approximately 14% 
and 14.43%, respectively, over the closing price of IES Common Stock on the NYSE on October 10, 1995 
(the trading day that is 30 days prior to the date on which the Mergers were publicly ahnounced); (ii) the 
financial performance, condition, business operations and prospects of each of IES, WPLH and IPC and S that, on a combined basis, the companies will likely have greater financial stability and strength due to 
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participation ib the combined economic climate and growth of each of the Utilities, WP&L and IPC 
service territories, the inherent increase in scale economies, the market diversification resulting from 
the combination of customer bases and the impact of the potential operating efficiencies. and other 
synergies which are expected to reduce operational and maintenance expenses, as more fully discussed 
above; (iii) current industry, economic, market and regulatory conditions which encourage consolidation 
to reduce risk, and create.new avenues for earnings growth (as discussed under "The Mergers 
Background 'of the Mergers" above); -(iv) IES's prospects for earnings and dividend growth on a stand
alone. basis inilight of IES's size relative to many of the. electric, utility companies abutting Utilities' 
service territ6y (IES ranks ninth out of 20 such companies based on aggregate market capitalization); 
(v) the recent wave of merger activity involving electric utility companies in markets near Utilities' 
serVice territory and IES's ability to remain competitive on an independent basis over the long-term; (vi) 
the anticipated positive effect of the Mergers on IES's shareholders and Utilities' customers, including 
maintaining competitiveness, integrating corporate and administrative functions and reducing operat
ing costs (all as more fully described above);'(vii) the terms of the Merger Agreement, the Stock Option 
Agreements, the Employment Agreements and other documents executed and to be executed in con nec
tion with the Mergers which provide for the adjustment of the IES Ratio in the event the McLeod 
Contingency is satisfied (which has occurred), reciprocal representations and warranties, conditions to 
closing and rights to termination, and balanced rights and obligations; (viii) the management succession 
plan specified in the Merger Agreement and the Employment Agreements of Messrs. Liu, Davis, 
Stoppelmoor and Chase (as described under "- Employment Agreements" and' "Interstate Energy 
Following the Mergers - Management, of Interstate Energy") which provides a prudent plan for 
managing the integration of and transition in management; (ix) the impact of regulation under various 

'state and federal laws (as described tinder "Regulatory Matters"'and ''- Background of the Mergers"); 
(x) that the Meigers are expected to be treated as tax-free reorganizations to shareholders and to.be 
accounted for as a pooling-of-interests transaction (which avoids the reduction in earnings which would 
result from the creation and amortization of goodwill under purchase accounting); and (xi) the opinion 
of Morgan Stanley, described below, that the 'IES Ratio, taking into account the IPC Ratio, is fair from a 
financial point of view to the holders of IES Common Stock. The IES Board recognizes that (i) giving 
effect to the Mergers, equivalent IES earnings per share will be slightly lower than IES earnings per 
share for the 12-months ended September 30, 1995, (ii) annual dividends per share of Interstate Energy 
Common Stock are expected to be lower than those which have been paid on IES Common Stock (see 
"Selected Historical and Pro Forma Data"), and (iii) recent operating revenues, operating income and 
other financial factors. are slightly higher for IES than WPLH;'-and, although these factors are not 
immaterial, the IES Board believes the factors discussed in the preceding sentences, together with those 
reasons discussed above and the advice or assistance of its financial 'advisors and consultants as 
described herein, substantially outweigh any negatives and the terms of the Mergers are, as a whole, irn 
the best interests of IES and its shareholders. In determining'.that the-Mergers are fair to and in the best 
interests of shareholders, the IES Board considered the above factors' as a whole and did not assign 
specific or relative weights to any one factor or group of factors '

THE IES BOARD HAS APPROVED THE MERGER AGREEMENT BY UNANIMOUS VOTE OF THE 
DIRECTORS THEN PRESENT AND BELIEVES THAT THE TERMS OF THE MERGERS ARE FAIR TO, 
AND IN THE BEST INTERESTS-OF, IES'S SHAREHOLDERS, AND SUPPORTS THE ELECTION OF THE 
NOMINATED IES DIRECTORS. THE IES BOARD RECOMMENDS A VOTE FOR APPROVAL OF THE' 
MERGER AGREEMENT AND FOR THE ELECTION OF THE NOMINATED IES DIRECTORS.  

IPC. The IPC Board believes that the terms of the Mergers are fair to, and in the best interests 
of, IPC and its stockholders. Accordingly, the IPC Board, by a.unanimous vote, has approved the 
Merger Agreement (and the transactions conteniplated thereby) and recommerds its approval and 
adoption by IPC's stockholders. The IPC Board'further believes that the IPC Charter Amendment is 
an important precondition to the IPC Merger in order to secure tax-free reorganization status for the 
IPC Merger or the IPC Direct Merger, as the case may be, under' the Code. Accordingly, the IPC Board, 
by a f'naninous vote, has adopted a resolution setting forth the IPC Charter Amendment and 
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declaring its advisability, and recommends approval of the IPC Charter Amendment by IPC's stock
holders. The IPC Board believes: that the IPC Ratio offers to IPC stockholders an attractive premium 
over the recent historical trading prices.of IPC Common Stock; that IPC stockholders will benefit by 
participation in the combined economic growth of the service territories of IPC, WP&L and Utilities, 
and from the anticipated increase in scale economies, the market diversification and the resulting 
increased financial stability and strength of the combined entity; that the Mergers will result in cost 
savings from decreased electric production and gas supply costs, a reduction in operating and mainte
nance expense and. other factors discussed above; that the combined enterprise can more effectively 
participate in the increasingly competitive market for the generation of power; and that the Mergers 
and various provisions of the Merger Agreement offer IPC stockholders, ratepayers and employees a 
unique opportunity to realize the benefits created by combining the three entities. The IPC Board 
believes that these factors offer a potential increase in earnings in excess of those that could be 
achieved by IPC alone, and the potential for IPC's stockholders to participate in the creation of a 
larger, financially stronger company.  

In reaching its conclusions, the IPC Board considered (i) the IPC Ratio and the fact that it 
represents a premium of approximately 15.2% over the closing price of IPC's Common, Stock on the 
NYSE on November 10, 1995 (the.last full trading day prior to the public announcement of the 
Mergers) and a premium of approximately 22.4% over the closing price of IPC's Common Stock on 
October 10, 1995 (the trading day that is 30 days prior to the date on which the Mergers were publicly 
announced); (ii) the financial performance, condition, business operations and prospects of each of 
WPLH, IES and IPC and that, on a combined basis, the companies will likely have greater financial 
stability and strength due to participation in the combined economic climate and growth of eachof the 
WP&L, Utilities and IPC service territories, the inherent increase in scale economies, the market 
diversification, resulting from the combination of customer bases and the impact of the potential 
operating efficiencies and other synergies that are expected to reduce operational and maintenance 
expenses, as more fully discussed above; (iii) current industry, economic, market and regulatory 
conditions that encourage consolidation to reduce risk and create new avenues for earnings growth (as 
discussed under "The Mergers - Background of the Mergers'' above); (iv) IPC's prospects for 
earnings and dividend growth on a stand-alone basis in light of IPC's.size relative to many of the 
electricutility companies abutting IPC's service territory (each of which is at least three times larger 
than IPC when measured by any of a number of criteria); (v) the recent wave of merger activity 
involving electric utility companies in markets near IPC's service territory and IPC's ability to remain 
competitive on an independent basis over the long-term. (vi) the anticipated positive effect of the 
Mergers on IPC's stockholders and customers (as disclosed in more detail in the preceding paragraph); 
(vii) the terms of the Merger Agreement, the Stock Option Agreements, the Employment Agreements 
and other documents executed and to be executed in connection with the Mergers which provide for 
reciprocal representations and warranties, conditions to closing and rights to termination, balanced 
rights and obligations and certain protections for employees of IPC; (viii) the management succession 
plan specified in the Merger Agreement and the Employment Agreements of Messrs. Liu, Davis, 
Stoppelmoor and Chase (as described under "- Employment Agreements" And "Interstate Energy 
Following the Mergers =" Management of Interstate Energy") .that. provides a prudent plan. for 
managing the integration of and transition in management; (ix) the impact of regulation under 
various state and federal laws (as described under "Regulatory Matters" and "- Background of the 
Mergers"); (x) that, subject to approval of the IPC Charter Amendment by the IPC stockholders at the 
IPC Meeting, the Mergers are expected to be treated as tax-free reorganizations to stockholders and to 
be accounted for as a pooling-of-interests transaction (which avoids the reduction in earnings that 
would result from the creation and amortization of goodwill under pirchase accounting); and (xi) the 
opinion of Salomon Brothers, described below, that the IPC Ratio is fair to the holders of IPC Common 
Stock from a financial point of view. In determining that the Mergers are fair to and in the -best 
interests of its stockholders, the IPC Board considered the above factors as a whole aid. did not assign 
specific or relative weights to any one factor or group.of factors.  
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The IPC Board did, however, consider certain countervailing factors associated with the Mergers.  
The first factor related to the ownership by WP&L of the Kewaunee'Nuclear Power facility and the 
ownership by Utilities of the. Duane Arnold Energy Center, both of which are nuclear power plants.  
IPC does' not own any interests in nuclear generating facilities. The IPC Board considered generally 
the ownership and operation of nuclear generating facilities and the potential generic risks and costs 
associated therewith, including premature permanent plant shutdown, temporary plant shutdown, 
uneconomic plant operation, consequences of a nuclear accident, fuel storage and fuel disposal and 
decommissioning costs. The IPC Board also considered factors specific to each of the Kewaunee and 
Duane Arnold facilities.  

With respect to IES, the IPC Board considered the fact that Utilities was a 70% owner of the 
Duane Arnold facility and that the Duane Arnold facility provided Utilities with approximately 18% of 
its generating capability and 25% of its energy requirements. Available estimates suggested that the 
Duane Arnold facility faced a. decommissioning liability of approximately $361 million (in 1993 
dollars) of which Utilities is responsible for 70% or approximately $253 million, with approximately 
$34 million(at: the end of 1994) thereof accumulated in an external trust fund and approximately $21 
million (at the, end of 1994) thereof accumulated in an internal reserve. In addition, the IPC Board 
considered that the adequacy of the Duane Arnold facility decommissioning plan funding depended in 
part on Utilities' success in obtaining approval from the IUB for a significant increase in its annual 
decommissioning fund allocation beginning in 1996. These factors caused the IPC Board to consider 
whether the Duane Arnold facility was likely to present a material financial risk in the form of 
stranded investment as the generation segment of the electric utility industry moved toward deregu
'lation and open competition.  

The IPC Board believed that the potential negative impact of the Duane Arnold facility was offset 
by various other factors. First, the IPC Board believes, based on ongoing proceedings at FERC, that 
federal policymakers will ultimately allow for the recovery of stranded investment in the event that 
policies are implemented which bring about greater competition in the generation sector of the 
electric utility industry. Second, all available information led to the conclusion that the Duane Arnold 
facility was a well-operated and well-managed nuclear facility whose costs were generally more 
favorable than those of most nuclear plants in North America. Third, historical regulatory exper
iences in Iowa presented rio evidence that unreasonable regulatory ratemaking policies would likely 
be implemented with respect to the Duane, Arnold facility.  

With respect to the Kewaunee facility, the IPC Board considered the fact that WP&L was a 41% 
owner of the Kewaunee facility and that the Kewaunee facility provided WP&L with approximately 
16% of its.generating capability and 14% of its energy requirements. The IPC Board further consid
ered the fact that the Kewaunee facility is experiencing certain steam generation equipment degrada
tion that potentially threatens the economic viability of continued' operation of the Kewaunee facility.  
These factors caused the IPC Board to consider whether the Kewaunee facility was likely to present a 
material financial risk in terms of its future economic viability.  

The IPC Board believed that the potential negative impact of the Kewauriee -facility was offset by 
various factors. First, the Kewaunee facility has historically been one of the top performing plants 
Within the nuclear industry and has recently' received the highest possible 'perfo-maice ratings 
assigned by applicable regulatory agencies. Second, there exist viable economic alternatives to the 
steam generator equipment degradation noted above, and WPLH's management has indicated its 
belief that the risks of these alternatives are manageable. Third, the IPC Board believes that the plans 
for decommissioning the Kewaunee facility at the end of its useful life are adequate.  

Although the IPC Board considered the foregoing factors in approving the Mergers, the IPC 
Board concluded that the potential unfavorable aspects of the Mergers were outweighed by the 
positive 'impacts and potential benefits of the Mergers described above.  

THE. IPCi BOARD HAS UNANIMOUSLY APPROVED THE MERGER AGREEMENT AND 
BELIEVES THAT THE TERMS OF THE MERGERS ARE FAIR TO, AND IN THE BEST INTERESTS OF, 
IPC'S STOCKHOLDERS, HAS UNANIMOUSLY ADOPTED A RESOLUTION'SETTING FORTH THE 
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IPC CHARTER AMENDMENT AND DECLARING ITS ADVISABILITY, AND SUPPORTS THE ELEC
TION OF THE NOMINATED IPC DIRECTORS. THE IPC BOARD RECOMMENDS A VOTE FOR 
APPROVAL OF THE MERGER AGREEMENT, FOR APPROVAL OF THE IPC CHARTER AMEND
MENT, AND FOR THE ELECTION OF THE NOMINATED IPC DIRECTORS.  

Opinions of Financial Advisors 

WPLH's Financial Advisor During the course of discussions'regarding a possible transaction, Merrill 
Lynch attended meetings of the WPLH Board as described in "The Mergers - Background of the Mergers." 
At such meetings, Merrill Lynch reviewed financial information concerning WPLH, IES and IPC and 
provided preliminary valuations of IES and IPC. The financial information reviewed by Merrill Lynch was 
the same financial information used in arriving at the Merrill Lynch Opinion (as updated through the 
relevant date), all of which information is described below. The results of the preliminary valuations 
presented by Merrill Lynch at such WPLH Board meetings are consistent with the results utilized by Merrill 
Lynch to arrive at the Merrill Lynch Opinion, which results are described below.  

On November 10, 1995, Merrill Lynch delivered its written opinion to the WPLH Board to the 
effect that, as of such date, and based upon the assumptions made, matters considered and limits of 
review as set forth in such opinion, the Ratios (without adjustment of the IES Ratio to reflect the 
satisfaction of the McLeod Contingency) are fair to WPLH from a financial point of view. On May 7, 
1996, at a meeting of the WPLH Board, Merrill Lynch discussed and reviewed with the WPLH Board 
the proposed contingent adjustment to the IES Ratio relating to the McLeod Contingency and orally 
confirmed that Merrill Lynch would be prepared to render an opinion dated the date of this Joint 
Proxy Statement/Prospectus to the effect that, as of such date, and based on the assumptions made, 
matters considered and limits of review as set forth in such 'opinion, the Ratios (including the IES 
Ratio as adjusted if the McLeod Contingency was satisfied) are fair to WPLH from a financial point of 
view. In a written opinion dated the date of this Joint Proxy Statement/Prospectus, Merrill Lynch 
confirmed (i) its November 10, 1995 opinion as it relates to the Ratios (including the IES Ratio as 
adjusted to reflect the satisfaction of the McLeod Contingency) and (ii) the appropriateness of its 
reliance on the analyses used to render the November 10, 1995 opinion by performing procedures to 
update such analyses and by reviewing the assumptions on which such analyses were based and the 
factors considered therewith.. Merrill Lynch performed and updated the same analyses utilized in 
rendering the November 10, 1995 opinion, including reviewing the financial information on which 
such analyses were based and the recent financial results of WPLH, IES and IPC, and the results of 
such updated analyses were substantially similar to the prior results. References herein to the 
"Merrill.Lynch Opinion" refer to the written opinion of Merrill Lynch dated November 10, 1995.  

A copy of the Merrill Lynch opinion dated the date of this Joint Proxy Statement/Prospectus, which sets 
forth the assumptions made, matters considered and certain limitations on the scope of review undertaken 
by Merrill Lynch, is attached as Annex L to this Joint Proxy Statement/Prospectus. WPLH shareowners are 
urged to read such opinion in its entirety. The Merrill Lynch opinions are directed only to the fairness of the 
Ratios from a financial point of view and do not constitute a recommendation to any WPLH shareowner as 
to how such shareowner should vote at the WPLH Meeting. The summary of the Merrill Lynch Opinion set 
forth in this Joint Proxy Statement/Prospectus is qualified i its entirety by reference to the full text of the 
Merrill Lynch opinion attached as Annex L hereto. The Merrill Lynch opinion dated the date of this Joint 
Proxy Statement/Prospectus is substantially similar to the Merrill Lynch Opinion dated November 10, 
1995.  

In arriving at the. Merrill Lynch Opinion, Merrill Lyhch among other things (i) reviewed WPLH's, 
IES's, and IPC's Annual Reports, Forms 10-K and related financial information for the three fiscal 
years ended December 31, 1994, and Forms 10-Q and related unaudited financial information for the 
quarterly periods ended June 30, 1995; (ii) reviewed certain other filings with the SEC made by 
WPLH, IES, and IPC, including proxy statements, Forms 8-K, and registration statements, during the 
last three years; (iii) reviewed certain information, including financial forecasts, relating to the 
business, earnings, dividends, cash flow, assets and prospects of WPLH,.IES, and. IPC, furnished to 
Merrill Lynch by WPLH, IES, and IPC, respectively; (iv) conducted discussions with members of 

53



senior management of WPLH, IES and IPC concerning their respective businesses, regulatory envi
ronments, prospects and strategic objectives and possible operating, administrative and capital syner
gies which might be realized for the combined companies following the Mergers; (v) reviewed the 
historical market prices and trading activity for WPLH Common Stock, IES Common Stock, and IPC 
Common Stock; (vi) comparedthe results of operatipns of WPLH, IES and IPC with those of certain 
companies deemed. by Merrill Lynch to be reasonably similar to WPLH, IES and IPC, respectively; 
(vii) compared the proposed financial terms of the Mergers with the financial terms' of certain-other 
mergers and acquisitions which-Merrill Lynch deemed to be relevant; (viii) analyzed the relative 
valuation of WPLH Common Stock, IES Common Stock, and IPC Common Stock using various 
valuation methodologies which Merrill Lynch deemed to be appropriate; (ix) considered the pro forma 
effect of the Mergers, in terms of net income available to common stockholders, dividends per common 
share, book value per common share and capitalization, on WPLH Common Stock; (x) reviewed drafts 
of the Merger Agreement and the St6ck Option Agreements, dated November 10, 1995 and Novem
ber 6, 1995, respectively; and (xi) reviewed such other financial studies and analyses and made such 
other inquiry ahd took into account such. other matters deemed necessary or appropriate by Merrill 

Lynch for purposes of the Merrill Lynch Opinion: 

In preparing the Merrill Lynch opinions, Merrill Lynch relied on the accuracy and completeness 
of all information supplied or otherwise made available to it by WPLH, IES and IPC, and did not 
independently verify such information or any underlying assumptions. Merrill Lynch did not under
take an independent appraisal or physical inspection of the assets or liabilities (contingent or other
wise) of WPLH, IES or IPC. Merrill Lynch also assumed that the financial forecasts and projected 
synergies furnished to it by WPLH, IES and IPC were reasonably prepared in .accordance with 
accepted industry practices and reflected the best currently available estimates and judgments of 
WPLH's, IES's and IPC's management as to the expected'future financial performance of WPLH, IES 
and IPC, respectively, and as to the expected future projected outcomes of various legal, regulatory and 
other contingencies. Merrill Lynch also assumed that the Mergers will be free of Federal tax to WPLH, 
IES, IPC and the respective holders of WPLH Common Stock, IES Common Stock and IPC Common 
Stock, and further assumed that the Mergers will be accounted for as a pooling of interests. Merrill 
Lynch's opinions are based upon general economic, market, monetary and other conditions as they 
existed and could be evaluated, and. the information made available to it, as of the respective dates of 
such opinions. The Merrill Lynch opinions do not constitute a recommendation to any WPLH share
owner as to how such shareowner should vote at the WPLH Meeting.  

The matters considered by Merrill Lynch in arriving at the Merrill Lynch opinions are based on 
numerous macroeconomic, operating and financial assumptions with respect to industry performance, 
general business and economic conditions, many of which are beyond the control of WPLH, IES and 
IPC, and involve the application of complex methodologies and educated. judgment. Any estimates 
incorporated in the analyses performed by Merrill Lynch are not necessarily indicative of actual past or 
future results or values, which inay be significantly more or less favorable than such estimates'. Esti
mated values do not purport to be appraisals and do not necessarily reflect the prices at which busi
nesses or companies may be sold in the future. The Merrill Lynch opinions do not present a discussion of 
the relative merits of the.Mergers as compared.to any other.business plan or opportunity that might be 
presented to WPLH, or the effect of any 'other arrangement in which WPLH might. engage.  

The following is a summary of certain financial and comparative analyses performed by Merrill 
Lynch in arriving at its November 10, 1995 opinion. Merrill Lynch derived implied exchange ratios for 
WPLH CommoinStock, IES Common Stock and IPC Common Stock based upon what these analyses, 
when considered in light of'the judgment and experience of Merrill Lynch, suggested about their 
relative values. The Merrill Lynch Opinion is based upon Merrill Lynch's consideration of the collec
tive results of all such analyses, together with the other factors referred to in its opinion letter. In the 
Mergers, each issued and outstanding share of IES 'Coimon Stock will be converted into the right to 
receive 0.98 of a share of Interstate Energy Common Stock (subsequently adjusted to 1.01 shares upon 
satisfaction of the McLeod Contingency), and each issued and outstanding share of IPC Common 
Stock will be ultimately converted into the right to receive 1.11 shares of Interstate Energy Common 
Stock. In concluding that the Ratios are fair to WPLH and in its discussions with the WPLH Board, 
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Merrill Lynch compared the IES Ratio ard IPC Ratio to each range of implied exchange ratios set 
forth below, which were derived from the analyses performed by it, and noted as generally supporting 
its opinion that 0.98 (subsequently adjusted to 1.01 upon satisfaction of the McLeod Contingency) and 
1.11 were consistent with the ranges of such implied exchange ratiosfor each of IES Common Stock to 
WPLH Common Stock and IPC Common Stock to WPLH Common Stock derived from comparable 
publicly traded company analysis (0.84 to 1.07 and 0.82 to 1.18, respectively), contribution analysis 
(0.91 to 1.16 and 0.82 to 1.09, respectively), dividend discount analysis (0.82 to 1.32 and 0.78 to 1.24, 
respectively), discounted cash flow analysis (0.75 to 1.38 and 0.65 to 1.28, respectively), and compara
ble acquisition transactions analysis (0.75 to 1.36 and 0.81 to 1.50, respectively).  

Trading Ratio Analysis. Merrill Lynch reviewed the performance of the per share market price 
of WPLH Common Stock, IES Common Stock and IPC Common Stock over the five year period ended 
November 7, 1995. Merrill Lynch also calculated the ratio of the per share marketprice of each of IES 
Common Stock and IPC Common Stock to the per share market price of WPLH Common Stock from 
November 7, 1990 to November 7, 1995, November 7, 1992 to November 7, 1995, and November 7, 
1994 to November 7, 1995. This analysis showed that over the five year period, the per share market 
price of IES Common Stock and IPC Common Stock compared to the price of WPLH Common Stock, 
traded at average ratios of 0.922 and 0.939,.respectively. Over the three year period this analysis 
showed that the per share market price of IES Common Stock and IPC Common Stock compared to 
the price of WPLH Common Stock, traded.at average ratios of 0.903 and 0.871, respectively. Over the 
one year period this analysis showed that the per share market price of IES Common Stock and IPC 
Common Stock compared to the price of WPLH Common Stock, traded at average ratios of 0.864 and 
0.848, respectively. Based on the November 7, 1995 closing prices, the trading ratios of the IES 
Common Stock and IPC Common Stock were 0.886 and 0.980, respectively, compared to the closing 
price of.WPLH Common Stock on that day.  

Comparable Publicly Traded Company Analysis. Using publicly available information, Merrill 
Lynch compared certain financial and.operating information and ratios (described below) for WPLH, 
IES and IPC, respectively, with the corresponding financial and operating information and ratios for 
separate groups of publicly traded companies that Merrill Lynch deemed to be reasonably comparable 
to WPLH, IES and IPC, respectively. The companies included in the WPLH comparable company 
analyses were: Delmarva Power and Light Company, Kansas City Power and.Light Company, and 
WPS Resources Corporation (collectively, the "ML WPLH Comparables"). The companies included in 
the IES comparable company analyses were: MidAmerican Energy Company and Minnesota Power & 
Light Company (collectively, the "ML IES Comparables").. The companies included in the IPC compa
rable company analyses were: Central Hudson Gas & Electric Corporation, CILCORP Inc., Madison 
Gas & Electric, Company, Orange & Rockland Utilities, Inc. and Southeri Indiana Gas & Electric 
Company (collectively, the "ML IPC Comparables"). Merrill Lynch selected the companies in the ML 
WPLH Comparables, ML IES Comparables and ML IPC Comparables, respectively, from the universe 
of possible comparable utility companies based upon Merrill Lynch's views as to the comparability of 
financial and operating characteristics of these companies to WPLH, IES and IPC, respectively.  

In order to determine-an implied exchange ratio range based upon comparable publicly traded 
company analysis, Merrill Lynch compared the market value of WPLH Common Stock, IES Common 
Stock, and IPC Common Stock as a multiple of (a) estimated 1995 earnings per share ("EPS"), which 
estimates were obtained from First Call (the "1995 EPS Ratio"), (b) estimated 1996 EPS, which 
estimates were obtained from First Call (the "1996 EPS Ratio"), (c) book value of common equity as of 
June 30, 1995, the most recently available fiscal quarter (the "Common Equity Ratio"), and 
(d) indicated dividend yield (the "Dividend Ratio"), to the corresponding ratios for each of the ML 
WPLH Comparables, ML IES Comparables and ML IPC Comparables. First Call is a data service 
which monitors and publishes a compilation. of earniigs estimates produced by selected research 
analysts on companies of interest to investors. The results of the foregoing were: (i) the 1995 EPS 
Ratio resulted in a range of implied exchange ratios for IES Common Stock to WPLH Common Stock 
and IPC Common Stock to WPLH Common Stock of 0.87 to 1.02 and 0.84 to 1.11, respectively, (ii) the 
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1996 EPS Ratio resulted in a range of implied exchange ratios of 0.89 to 1.04 and 0.82 to 1.05, 
respectively, (iii) the Common Equity Ratio resulted in a range of implied exchange ratios of 0.86 to 
1.07 and 0.86 to 1.18, respectively, and (iv) the Dividend Ratio resulted in a range of implied exchange 
ratios of 0.84 to 1.01 and 0.92 to 1.16, respectively.  

Utilizing. comparable publicly traded company analysis, Merrill Lynch calculated implied ex
change ratio ranges for IES Common Stock to WPLH Common Stock and IPC Common Stock to 
WPLH Common Stock of 0.84 to 1.07 and 0.82 to 1.18, respectively.  

Contribution Analysis. 'In order to determine an implied exchange ratio range based upon 
contribution analysis, Merrill Lynch calciulated the contribution of each of WPLH, IES and IPC to the 
pro forma combined company with respect to (i) earnings per common share (ii) common equity per 
common share and (iii) dividends per common share, for the years 1993 through 1994 (the "Historical 
Period") and, using certain projections provided by the respective managements of WPLH, IES and 
IPC, for the years 1995 through 1999 (th' "Projected Period"). The analysis of earnings per common 
share'yielded a range of implied exchange'ratios for IES Common Stock to WPLH Common Stock and 
IPC Common Stock to WPLH Common Stock of 1.0 to 1.16 and 0.82 to 0.90, respectively during the 
Historical Period and 0.91 to 1.09 and 0.91 to 1.08, respectively during the Projected Period. The 
analysis of common equity per common share yielded a range of implied exchange ratios of 1.05 to 1.06 
and 1.04 to.1.04, respectively during the Historical Period and 1.06 to 1.09 and 1.01 to 1.03, respec
tively during the Projected Period. The analysis of dividends per common share yielded a range of 
implied exchange ratios of 1.09 to 1.11 and 1.08 to 1.09, respectively during the Historical Period and 
1.06 to 1.08 and 1.03 to 1.07, respectively during the Projected Period. In arriving at-the Merrill Lynch 
Opinion, Merrill Lynch considered, as one of the factors in its analysis, that the Ratios are outside of 
certain of the implied exchange ratios.  

Dividend Discount Analysis. In order to determine an implied exchange ratio range based upon 
dividend discount analysis, Merrill Lynch calculated ranges of value for WPLH Common Stock, IES 
Common Stock and IPC Common Stock based upon the sum of the present value, assuming equity 
discount rates' ranging from 8.75% to 10.25%, of (a) each of WPLH's, IES's and IPC's projected 
dividends for the years 1996 through 1999 using the same management projections, and (b) the 1999 
value of WPLH, IES and IPC, respectively,. assuming perpetual dividend growth rates ranging from 
1.50% to 2.009' for WPLH, 1.25% to 1.75% for IES and 1.00% to 1.50% for IPC.  

Utilizing dividend discount analysis, Merrill Lynch calculated implied exchange ratio ranges for 
IES Common Stock to WPLH Common Stock and IPC Common Stock to WPLH Common Stock of 
0.82 to 1.32 and 0,78 to 1.24, respectively.  

Discounted Cash Flow Analysis. In order to determine an implied exchange ratio range based 
upon discounted cash flow ("DCF") analysis, Merrill Lynch performed unlevered DCF analyses for 
the primary businesses of WPLH, IES and IPC using the same management projections,' and calcu
lated ranges of value for WPLH Common Stock, IES Common Stock and IPC Common Stock.  

Merrill Lynch performed separate discounted cash flow analyses-for the following subsidiaries of 
WPLH: WP&L, 'Heartland Environmental Holding Company ("EHC'), and Heartland Properties, 
Inc. ("HPI"). WP&L's DCF was based upon the discount to present value, assuming discount rates 
ranging from 7.5% to 9.5%, of (i) its projected unlevered free cash flow for the years 1996 through 
1999, and (ii) its 1999 value based upon a range of multiples from 12.Ox to 13.Ox its projected 1999 net 
income, and 1. x to 1.8x its projected 1999 book value, plus in each case assumed debt and preferred 
stock at year-ehd 1999. EHC's DCF was based upon the discount to present value, assuming discount 
rates ranging from 10.0% to 12.0%, of (i) its prdjected unlevered free cash flow for the years 1996 
through 1999, and (ii) its 1999 value based upon a range of multiples from 7.Ox to 8.Ox its projected 
1999 earnings before interest and taxes ("EBIT"). HPI's DCF was based upon the discount to present 
value, assuming discount rates ranging from 10.0% to 14.0%, of its projected unlevered free cash flow, 
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for the years 1996 through 1999. In addition, Merrill Lynch calculated a range of value for HPI based 
upon its book value. Based on these analyses, Merrill Lynch calculated a range of value for WPLH 
Common Stock of $820 million to $1,111 million.  

Merrill Lynch performed separate discounted cash flow analyses for the following subsidiaries of 
IES: Utilities, Industrial Energy Applications ("IEA"), and Cedar Rapids and Iowa City Railway 
Company ("CRANDIC"). Utilities' DCF was based upon the discount to present value; assuming 
discount rates ranging from 7.5% to 9.5%, of (i) its projected unlevered free cash flow for the years 
1996 through 1999, and (ii) its .1999 value based upon a range of multiples from 12.Ox to 13.Ox its 
projected 1999 net income, and 1.6x to 1.8x its projected 1999 book value, plus in eacH case assumed 
net debt and preferred stock at year-end 1999. IEA's DCF was based upon the discount to present 
value, assuming discount rates ranging from 10.0%. to 12.0%,.of (i) its projected unlevered free cash 
flow for the years 1996 through 1999, and (ii) its 1999 value based upon a range of multiples from 7.0x 
to 9.0x its projected 1999 earnings before interest, taxes, depreciation and amortization.("EBITDA'').  
CRANDIC's DCF was based upon the discount to present value, assuming discount rates ranging from 
11.0% to 13.0%, (i) its projected unlevered free cash flow for the years 1996 through 1999, and (ii) 'its 
1999 value based upon a range of multiples from 6.Ox to 7.Ox its projected 1999'EBITDA. In addition, 
Merrill Lynch calculated a range of value for IES's' Whiting Petroleum Corporation subsidiary based 
upon a range of $3.50 to $5.00 per barrel of oil equivalents. Based on these analyses, Merrill Lynch 
calculated a range of value for IES Common Stock of $788 million to $1,075 million.  

IPC's DCF was based upon the discount to present value, assuming discount rates ranging from 
7.5% to 9.5%, of (i) its projected unlevered free cash flow for the years 1996 through 1999, and.(ii) its 
1999 value~based upon a range of multiples from 11.5x to 12.5x its projected 1999 net income, and 1.6x 
to 1.8x its projected 1999 book value, plus in each case assumed net debt and preferred stock at year
end 1999. Based on this analysis, Merrill Lynch calculated a range of value for IPC Common Stock of 
$223 million to $326 million.  

Utilizing DCF analysis, Merrill Lynch calculated implied exchange ratio ranges for IES Common 
Stock to WPLH Common Stock .and IPC Common Stock to WPLH Common Stock were 0.75 to 1.38 
and 0.65 to 1.28, respectively.  

Comparable Merger Transactions Analysis. Using publicly available information, Merrill Lynch 
reviewed eleven transactions announced between March 16, 1990 and September 25, 1995, involving 
the merger of selected electric utility companies' (the "Comparable Merger Transactions''). The 
Comparable Merger Transactions and the date the transaction was announced were as follows: 
Baltimore Gas and Electric Company/Potomac Electric.Power Company' '(September 1995), Public 
Service Company of Colorado/Southwestern Public Service Company (August 1995), Union Electric 
Company/CIPSCO Incorporated (August 1995), Northern States Power Company/Wisconsin Energy 
Corporation (May 1995), Midwest Resources' Inc./Iowa-Illinois Gas & Electric Company (July 1994), 
Washington Water Power Company/Sierra Pacific' Resources (June 1994), Cincinnati Gas & Electric 
Company/PSI Resources, Inc. (August 1993), Entergy Corporation/Gulf 'States Utilities Company 
(June 1992), IE Industries, Inc./Iowa. Southern, Inc. (February 1991), Kansas Power & Light. Com
pany/Kansas Gas &' Electric Company (October 1990), and Iowa Resources, Inc./Midwest 'Energy 
Company (March 1990).  

In order'to determine an implied exchange *ratio range based on comparable mefger transactions 
analysis, Merrill Lynch (i) compared the offer value in each of the Comparable Merger'Transactions as 
a multiple of the then publicly available (a) latest twelve months -("LTM") net income available to 
common stock (the "Net Income Multiple"), and (b) book value of common equity for the most 
recently available fiscal' quarter preceding such transaction (the "Book Value Multiple") and 
(ii) compared 'the transaction value (defined to be the' offer value plus the liquidation value of 
preferred stock, plus the principal amount 'of debt less cash and option proceeds) for' each of the 
Comparable Merger Transactions as a multiple of the then publicly available (a) LTM EBIT (the 
"EBIT Multiple"), and (b) LTM EBITDA (the "EBITDA Multiple"), to the corresponding multiples' 
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for WPLH Common Stock, IES Common Stock and IPC Common Stock. The results of the foregoing 
were: (i) the ,Net Income Multiple resulted in a range' of implied exchange ratios for IES Common 
Stock to WPLH Common Stock and IPC Common Stock to WPLH Common Stock of 0.85 to 1.22 and 
0.83 to 1.20, respectively, (ii) the Book Value Multiple resulted in a range of implied exchange ratios of 
0.92 to 1.17 and 0.93 to 1.17, respectively, (iii) the EBIT Multiple resulted in a range of implied 
exchange ratios of 0.75 to 1.36 and 0.81 to 150, respectively, and (iv) the EBITDA Multiple resulted in 
a range of implied exchange ratios of 0.87 to 1.35 and 0.84 to 1.32, respectively.  

Utilizing the comparable, merger transactions analysis, Merrill Lynch calculated implied ex
change ratio ranges for IES Common Stock to WPLH Common Stock and IPC Common Stock to 
WPLH Common Stock of 0.75 to 1.36 and 0.81 to 1.50, respectively.  

Pro Forma Analysis. Merrill Lynch also analyzed certain pro forma effects resulting from the 
Mergers, including the potential impact to earnings per share of WPLH Common Stock. Using the 
projected earnings for the years 1997 through i999 provided by the respective managements of 
WPLH,'IES and IPC, Meirill Lynch compared the projected earnings per share of WPLH on'a'stand
alone basis assuming the Mergers do not occur, to the earnings per share of Interstate Energy 
Common Stock assuming the Ratios of 0.98 (subsequently adjusted to 1.01 upon satisfaction of the 
McLeod Contingency) and 1.11 for IES and IPC, respectively, aiid certain estimated synergies that 
WPLH management expects to achieve as a result of the Mergers. The analysis indicated that the 
Mergers would be accretive to the projected earnings per share of a WPLH shareowner in amounts of 
6.6% in 1997, 8.8% in 1998, and 8.3% in 1999. In addition, Merrill Lynch made a similar comparison 
assuming the Ratios of 0.98-(subsequently adjusted to 1.01 upon satisfaction of the McLeod Contin
gency) and 1.1!1 for IES and IPC, respectively, no synergies, and projected earnings for IES adjusted 
with the guidance of WPLH management to give effect 'to more conservative assumptions. The 
analysis indicated that the Mergers would be accretive to the projected earnings per share of a WPLH 
shareowner in the amount of 0.4% in.1997, and dilutive to the projected earnings per share of a WPLH 
shareowner in amounts of (2.4%) in 1998, and (3.0%) in 1999.  

On May 7, 1996, at a meeting of the WPLH Board, Merrill Lynch discussed and reviewed with'the 
WPLH Board the proposed contingent adjustment to the IES Ratiorelating to the McLeod Contin
gency. Following is a summary of all of the analyses that Merrill Lynch performed in connection with 
the McLeod Contingency. Merrill Lynch calculated the potential contribution of the proceeds of 
McLeod's proposed initial public offering, based on a range of possible final pricing terms for McLeod's 
proposed initial public offering, and compared the overall aggregate percentage share ownership of 
the combined company assuming the Mergers were consummated at the Ratios (assuming the IES 
Ratio was not adjusted to'1.01) and the IES Ratio as adjusted if the McLeod Contingency was satisfied 
as- follows: (i) the holders of WPLH Common Stock would ovin 43.6% of the combined company 
assuming the Mergers were consummated at the Ratios (assuming the IES Ratio was not adjusted to 
1.01) compared to 43.0% of the combined company assuming the, Mergers were consummated at the 
IES Ratio as adjusted if the McLeod Contingency was satisfied, (ii) the holders of IES Common Stock 
would own 41.3% of the 'combined company assuming the Mergers were consummated at the Ratios' 
(assuming the IES Ratio was not adjusted to 1.01) compared to 42.1% of the combined company 
assuming the Mergers were consummated at the IES Ratio as adjusted if the McLeod Contingency was 
satisfied and (iii) the holders of IPC Common Stock would own 15.1% of the combined company 
assuming the Mergers were consummated at the Ratios (assuming the IES Ratio was not adjusted to 
1.01) compared to 14.9% of the combined company assuming the Mergers were consummated at the 
IES Ratio as adjusted if the McLeod Contingency was satisfied.  

The. summary set forth above does not purport to.be a complete description of the analyses 
performed by' Merrill Lynch in arriving at the Merrill Lynch Opinion. The preparation of a fairness 
opinion is a complex process not necessarily susceptible to partial or summary description. Although 
certain of the implied exchange ratios calculated as described above are outside of the Ratios, Merrill 
Lynch believes that its analyses must be considered as a whole and that selecting portions of its 
analyses and of the factors considered by it, without considering all such factors and analyses, could 
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create a misleading view of the process underlying its analyses set forth in the Merrill Lynch Opinion.  
No company in the ML WPLH Comparables, the ML IES Comparables or the ML IPC Comparables is 
identical to WPLH, IES, or IPC, respectively, and none of the Comparable Merger Transactions is 
identical to the Mergers. Accordingly, an analysis of comparable publicly traded companies and 
comparable acqtiisition.transactions is not mathematical; rather it involves complex considerations 
and judgments concerning differences in financial and operating characteristics of the comparable 
companies and other factors that could affect the public trading value of the comparable companies or 
company to which they are being compared.  

The WPLH Board selected Merrill Lynch to render a fairness opinion because Merrill Lynch is an 
internationally recognized investment banking firm with substantial experience in transactions simi
lar to the Mergers and because it is familiar with WPLH and its business. Merrill Lynch has from time 
to time rendered investment.banking, financial advisory and other services to WPLH, its subsidiary 
WP&L, IES, its subsidiary Utilities, and IPC, for which it has received customary compensation. As 
part of its investment banking business, Merrill Lynch is continually engaged in the valuation of 
businesses and their securities in connection with 'mergers and acquisitions.  

Pursuant to- the terms of an engagement letter dated June 29,1995, WPLH has agreed to pay 
Merrill Lynch (i) a $100,000 retainer fee, payable as of the date of the engagement letter, (ii) $200,000 
payable upon the execution of the Merger Agreement, (iii) $200,000 payable upon the delivery of the 
Merrill Lynch Opinion and (iv) a-transaction fee payable only upon consummation of the Mergers 
equal to '0.40% of the product of the closing price of WPLH Common Stock on November 6, 1995, 
which was $30.75, multiplied by the sum of (a) 10,616,359, the number of outstanding shares of IPC 
Common Stock as set forth in the Merger Agreement multiplied by the IPC Ratio, and (b) 29,639,029, 
the number of outstanding shares of IES Common Stock as set forth in the -Merger Agrdement 
multiplied by the IES Ratio.(approximately $4,951,413), against which the amounts referred to in 
clauses (i) - (iii) above will be credited. WPLH has also agreed to reimburse Merrill Lynch for its 
reasonable out-of-pocket expenses, including all reasonable fees and disbursements of its legal coun
seland to indemnify Merrill Lynch-and certain related persons against certain liabilities in.connec
tion with its -engagement, including certain liabilities under the federal securities laws.  

In the ordinary course of Merrill Lynch's business, Merrill Lynch may actively trade the securities 
of WPLH, IES and IPC for its own account and for the accounts of its customers and, accordingly, may 
at any time hold a long or short position in such securities.  

IES's Financial Advisor . On June 30, 1995, Morgan Stanley was retained by IES to act as its 
financial advisor in connection with the Mergers. Morgan Stanley is an internationally recognized, 
investment banking firm and was selected by IES based on Morgan Stailey's experience and exper
tise. In connection with Morgan Stanley's engagement, IES requested thatMorgan Stanley evaluate 
the fairness of the IES Ratio, taking into account the IPC Ratio, from a financial point of view to the 
holders of IES Common Stock. On November 10, 1995, Morgan Stanley rendered to the IES Board an 
oral opinion to the effect that, as of 'such date, and based upon the procedures and subject to the 
assumptions stated at the meeting, theIES'Ratio (prior to consideration of the McLeod Contingency), 
taking into account the IPC Ratio, was faii- from a financial point of view to the holders of IES 
Common Stock. On April 29, 1996, at a telephonic meeting of the IES Board of Directors, Morgan 
Stanley discussed and reviewed with the IES Board the proposed contingent adjustment to the IES 
Ratio relating to the McLeod Contingency and orally 'confirmed that, notwithstanding the fact that 
Morgan Stanley had not yet convened its internal fairness opinion committee to consider such 
matters, based on the facts and circumstances existing at such time, Morgan Stanley anticipated that 
it would.be able to render an opinion dated the date hereof, to the effect that, as of such date, and based 
upon the procedures and subject to the assumptions stated at the November 10, 1995 IES Board 
meeting and set forth in the fairness opinion dated the date of this Joint Proxy Statement/Prospectus, 
which is attached as Annex M to this Joint Proxy Statement/Prospectus, the IES Ratio (whether or 
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not the IES Ratio was adjusted if the McLeod Contingency was satisfied), taking into account the IPC 
Ratio, is fair from a financial point of view to the holders of IES Common Stock. In a written opinion 
dated the date hereof, Morgan Stanley confirmed its November 10, 1995 oral opinion.  

The full text of Morgan Stanley's written opinion dated the date hereof, which sets forth the assump
tions made,-matters considered and limitations on the review undertaken, is attached as.Annex M to this 
Joint Proxy Statement/Prospectus and is incorporated herein by reference. Holders of IES Common Stock 
are urged to, and should, read this opinion carefully in its entirety. Morgan Stanley's opinion addresses only 
the fairness of the IES Ratio (including the IES Ratio as adjusted to reflect the satisfaction of the McLeod 
Contingency),, taking into account the IPC Ratio, from a financial point of view to the holders of IES 
Common Stock, and it does not address any other aspect of the'Mergers nor does it constitute arecommen
dation to anyiholder of IES Common Stock as to how to vote at the IES Meeting. The summary of the 
opinion of Morgan Stanley set forth in this Joint Proxy Statement/Prospectus is qualified in its entirety by 
reference to the full text of such opinion.  

In arriving at this opinion, Morgan Stanley: (i) analyzed certain, publicly available financial 
statements aind other information of IES, WPLH and IPC; (ii) analyzed certain internal financial 
statements and other historical financial and operating data concerning IES, WPLH and IPC pre
pared by their respective managements;. (iii) analyzed certain financial projections of IES, WPLH and 
IPC prepared by their respective managements; (iv) reviewed certain public research reports concern
ing IES, WPLH and IPC prepared by certain equity research analysts and discussed these research 
reports, including financial projections contained therein, with senior executives of IES, WPLH and 
IPC, .respectively;. (v) discussed the past and current operations and financial condition and the 
prospects of IES, WPLH and IPC with senior executives of IES, WPLH and IPC, respectively; 
(vi) reviewed the reported prices and trading activity of each of IES Common Stock, WPLH Common 
Stock, IPC Common Stock and McLeod Class A common stock; (vii) compared the financial perform
ance of IES, WPLH and IPC and the prices and. trading activity of IES Common Stock, WPLH 
Common Stock and IPC Common Stock with that of certain other comparable publicly traded compa
nies and their securities; (viii) reviewed the financial terms, to the extent publicly available, of certain 
comparable merger or acquisition transactions; (ix) analyzed the pro forma financial impact of the 
Mergers on IES; (x) participated in discussions and negotiations among representatives of IES, WPLH 
and IPC and their respective financial and legal advisors; (xi), reviewed the Merger Agreement, the 
Stock Option Agreements and certain related documents; (xii)'reviewed and discussed with IES, 
WPLH and IPC an analysis prepared by IES, WPLH and IPC with the assistance of a third-party 
consultant toIES, WPLH and IPC regarding estimates of the amount and timing of the potential cost 
savings to be derived from the Mergers; (xiii) reviewed the amended registration statements filed by 
McLeod on Form S-1, dated May 15, 1996 and June 10,.1996, respectively, as well as the Investor 
Agreement among various parties including McLeod, IES Investments Inc., Midwest Capital'Group 
Inc., MWR Investments Inc. and Clark and Mary McLeod, entered into as of April 1, 1996, which, 
among other ,things, sets forth certain.restrictions on the transfer of McLeod stock owned by IES; 
(xiv) reviewed certain information pertaining to McLeod and McLeod's contemplated initial public 
offering provided by IES and discussed certain aspects of such information with the management of 
IES; and (xv) performed such other analyses and examinations and considered such other factors as 
Morgan Stanley deemed appropriate.  

In rendering its opinion, Morgan Stanley assumed and relied upon without independent verifica
tion the accuracy and completeness of the information reviewed by Morgan Stanley for the purposes of 
its opinion. With respect to the financial projections and the estimates of potential cost savings to be 
derived from the Mergers, Morgan Stanley assumed that such projections and estimates were reason
ably prepared on bases reflecting the best currently available estimates and judgments of the future 
financial performance of each of IES, WPLH and IPC, respectively, and of the amount and timing of
such cost savings. Morgan Stanley did not make any independent valuation or appraisal of the assets 
or liabilities of IES, WPLH and IPC. In addition, Morgan Stanley assumed that the Mergers will be 
consummated in accordance with the terms set forth in the Merger Agreement, including, among 

60



other things, that the Mergers will be accounted for as a "pooling-of-interests" business combination . in accordance with United States generally accepted accounting principles and that the Mergers will 
be treated as a tax-free reorganization and/or exchange, in each case, pursuant to the Code. Morgan 
Stanley's opinion is necessarily based on economic, market and other conditions as in effect on, and 
the information made available to it as of, the date of its opinion.  

In arriving at its opinion, Morgan Stanley assumed that in connection with.the receipt of all the 
necessary regulatory and governmental approvals for the proposed Mergers, no restriction will be 
imposed that would have a material adverse effect on the contemplated benefits expected to be derived 
in the proposed Mergers. In addition, Morgan Stanley was not authorized to solicit, and did not solicit, 
interest from any party with respect to a merger with or other business combination transaction 
involving IES, or any of its assets, nor did Morgan Stanley have any discussions or negotiations with 
any parties, other than WPLH and IPC, in connection with the Mergers.  

The following is a brief summary of certain analyses performed.by Morgan Stanley and reviewed 
with the IES Board on November 10, 1995 in connection with Morgan Stanley's presentation and 
opinion to the IES Board on such date: 

Comparable Publicly Traded Company Analysis. As part of its analysis, Morgan Stanley com
pared certain financial information of IES with that of a group of publicly traded electric utility 
companies, including MidAmerican Energy Company, Washington Water & Power,. and Delmarva 
'Power and Light Company (collectively, the "MS IES Comparables") and also compared certain 
financial information of WPLH with that of a group of publicly traded electric utility companies, 
including Kansas City Power & Light, WPS Resources Corporation, Union Electric, Western Re
sources, CILCORP Inc., Utilicorp United, CIPSCO Incorporated, and IPALCO Enterprises (collec
tively, the "MS WPLH Comparables"). Such financial information included price to LTM ended 
June 30, 1995, forecasted 1995 and forecasted 1996 earnings multiples, price to book value multiple, 
price to LTM operating cash flow multiple and dividend yield. In particular, such analyses indicated 
that as of November 7, 1995 and based on a compilation of earnings projections by securities research 
analysts as of October 28, 1995, IES and WPLH traded at 11.8 and 17.1 times historical LTM earnings, 
respectively, 12.6 and 13.6 times forecasted earnings for the calendar year 1995, respectively, 12.1 and 
13.0 times forecasted earnings 'for the calendar year 1996, respectively, 1.35 and 1.58 times book value 
as of the quarter ended June 30, 1995,. respectively, .4.7 and 6.6 times historical LTM operating cash 
flow, respectively, and a 7.7% and a 6.3% dividend yield, respectively. Morgan Stanley noted that, based 
on a compilation of earnings projections by securities research analysts as of October 28, 1995, the MS 
IES Comparables and MS WPLH Comparables traded in a range of 13.4 to 14.1 times and 14.2 to 17.3 
times historical LTM earnings, respectively, 12.2 to 12.8 and 12.6 to .14.9 times 1995 forecasted 
earnings, respectively, 12.2 to 12.4 and 12.5 to 13.6 times 1996 forecasted' earnings, respectively, and 
1.33 to 1.50 and 1.53 to 1.95 times book value as of the quarter ended June 30, 1995, respectively, and 
had a.6.9% to 7.3% and a 5.6% to 6.3% dividend yield, respectively.  

Trading Ratio Analysis. Morgan Stanley also reviewed the ratio of the IES Common Stock to 
WPLH Common Stock trading prices over varying intervals 'of time over' the latest five years. This 
ratio ranged from approximately 0.86 to.0.92 and, based on the closing price of IES Common Stock and 
WPLH Common Stock on November 7, 1995 of $27.13 and $30.63, respectively, the ratio was 0.89.  

Contributioni Analysis. Morgan Stanley analyzed the pro forma contribution of each of IES, 
WPLH and IPC to Interstate Energy. Such analysis included, among other things, relative contribu
tions of revenues, EBITDA, EBIT, net income, operating cash flow and book value at or over various 
time periods. In particular such analysis showed that IES, WPLH and IPC contributed approximately 
41.9%, 42.1% and 16.0% 'of historical LTM revenues, 44.0%, 39.7% and 16.3% of 'historical 'LTM 
EBITDA, 46.8%, 37.8% and 15.4% of historical LTM EBIT, 45.2%, 40.1% and 14.7% of historical LTM 
operating cash flow, respectively, and 41.8%, 45.2% and 13.0% of the projected net income for calendar 
year 1995, 41.4%, 45.5% and 13.1% of the projected net income for calendar year 1996, and 41.7%, . 42.2% and 16.1% of the book value, as of the quarter ended June 30, 1995, respectively. Morgan 
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Stanley observed that the aforementioned contribution percentages implied a range of exchange 
ratios between IESComimon Stock and WPLH Common Stock of 0.88 to 1.30 and a range of implied 
exchange ratios between IPC Common Stock-and WPLH Common Stock of 0.93 and 1.32. Based on 
this analysis, Morgan Stanley calculated mean and median implied exchange ratios between IES 
Common Stock and WPLH Common Stock of 1.06 and 1.04, respectively, and mean and median 
implied exchainge ratios between IPC Common Stock and WPLH Common Stock of 1.12 and .1.18, 
respectively. While the mean of exchange ratios between the IES Common Stock and the WPLH 
Common Stock implied by the relative contribution of such companies across the eight LTM and 
forward operating statistics analyzed is above 0.98, the IES Ratio does fall within the broad range 
implied by this methodology and, in fact, is higher than the mean implied exchange ratios suggested 
by the relative contributions of IES and WPLH for three of such eight operating statistics.  

Discounted Cash FlowAnalysis. Morgan Stanley performed'DCF analyses of IES and WPLH for 
the fiscal years ended 1995 through 1999 based on certain financial projections prepared by the 
respective managements of each company. Unlevered free cash flows of each company were calculated 
as net income available to common shareowners plus the aggregate of preferred stock dividends, 
depreciation and amortization, deferi-ed taxes, and other non-cash expenses and after-tax net interest 
expense less the sum of capital expenditures and investment in non-cash working capital. Morgan 
Stanley calculated terminal values by applying a range of perpetual growth rates to the normalized 
unlevered free cash flows in fiscal 1999 from 1.0% to 2.0% and 0.5%.to 1.5%, representing estimated 
ranges of long-term cash flow growth rates for IES and WPLH, respectively. The cash-flow streams 
and terminal values were then discounted to the present using a range of discount rates from 7.0% to 
8.0%, representing an estimated range of the weighted average cost of capital for each of IES. and 
WPLH. Based on this analysis, Morgan Stanley calculated median per share'values for IES ranging 
from $23.03 to $30.99 and for WPLH ranging from $32.63 to $35.59.  

Discounted Dividend Analysis. Morgan Stanley performed discounted dividend analyses of IES 
and WPLH for the fiscal- years ended 1995 through 1999 based on certain dividend projections 
prepared by the respective managements of each company and on a compilation of earnings projec
tions 'by securities research analysts as of October 28, 1995. Morgan Stanley calculated terminal 
values by applying a range of terminal multiples to the earnings per share in the fiscal year 1999 from 
11.5 times to 12.5 times and 12.5 times to 13.5 times; representing estimated ranges of comparable 
forward price to earnings milltiples for IES and WPLH. The dividend streams and terminal values 
were then discounted to the present using a range of discount rates from 9.0% to 10.0%, representing a 
range of the estimated cost of equity for each of IES and WPLH. Based on this analysis,'Morgan 
Stanley calculated median per share values for IES ranging from $27.27 to $31.75 and for WPLH 
ranging from $31.09 to $32.41.  

Analysis of Selected Precedent Transactions. Using publicly available information, Morgan 
Stanley reviewed the following four proposed or completed transactions constituting mergers of 
equals in the electric utility industry: Southwestern Public Service*Co. and Public Service Co. of 
Colorado, Northern States' Power and Wisconsin Energy Corp,* Iowa-Illinois Gas & Electric and 
Midwest Resources, and Iowa Resources and Midwest Energy (collectively, the "Electric Utility MOE 
Transactions"). Morgan Stanley compared certain financial and market statistics of the.Electric 
Utility MOE Transactions. The mean premium to unaffected market price (i.e., the m arket price one 
month prior to the announcement of the transaction) was 3.6%, the mean priceto book value multiple 
was 1.5 times, the mean LTM'price to earnings multiple was 12.0 times and the mean LTM operating 
cash. flow multiple was 5.3 times. Based on this analysis, Morgan Stanley calculated per share values 
for IES ranging~from $24.78 to $32.06.  

Pro.Forna Analysis of the Mergers. Morgan Stanley analyzed the pro forma impact of the 
Mergers on IES earnings and dividends per share for the fiscal years ended 1997 through 1999. Such 
analysis was performed utilizing stand-alone earnings estimated for the fiscal years ended 1997 
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through 1999 for IES, WPLH and IPC based on certain financial projections prepared by the respec
tive managements of each company and on a compilation of earnings projections by securities re
search analysts, in each case, taking into account the cost savings expected to be derived from the 
Mergers as estimated by the managements of IES, WPLH and IPC.  

On April 29, 1996, at a meeting of the IES Board, Morgan Stailey discussed and reviewed with 
the IES Board the proposed contingent adjustment to the IES Ratio relating to the McLeod Contin
gency. In this regard, Morgan Stanley examined the potential contributions to the market price of IES 
Common Stock, based on the implied values for such stake suggested by the estimated offering price 
range as would be set fbrth in McLeod's amended registration statement on Form.S-1, dated May 15, 
1996, taking into account, among other. things, the following factors: the execution risk involved in 
achieving a successful public offering, the underlying volatility which would be inherent in. the 
publicly-traded McLeod Class A common stock, given the difference in industry fundamentals and 
anticipated shareholder profiles between McLeod and IES; the depressing effect an exit (if permissi
ble) by one of McLeod's three founding shareholders would have on the initial public offering price; 
the illiquidity of the IES stake in light of the restrictions on transfer contained in the Investment 
Agreement; the taxes which would likely be payable by IES upon the eventual sale of -its McLeod 
common stock once the aforementioned restrictions on transfer had lapsed; and the fact that with the 
adjusted 1.01 exchange ratio, IES shareholders, through their pro forma ownership of Interstate 
Energy, would effectively retain 42.1% of the value attributable to IES's ownership of McLeod shares.  

Pro Forma Ownership. Morgan Stanley compared the overall aggregate percentage share own
ership of the combined company assuming the Mergers were consummated at the Ratios (assuming 
the IES Ratio was not adjusted to 1.01) and the IES Ratio as adjusted if the McLeod Contingency was 
satisfied as follows: (i) the holders of IES Common Stock would own 41.3% of the combined company 
assuming the Mergers were consummated at the Ratios (assuming the IES Ratio was not adjusted to 
1.01) compared to 42.1% of the combined company assuming the Mergers were consummated at the 
IES Ratio as adjusted if the McLeod Contingency was satisfied, (ii) the holders of WPLH Common 
Stock would own 43.6% of the combined company assuming the Mergers were consummated at the 
Ratios (assuming the IES Ratio was notadjusted to 1.01) compared to 43.0% of the combined company 
assuming the Mergers were consummated at the IES Ratio as adjusted if the McLeod Contingency was.  
satisfied and (iii) the holders of IPC Common Stock would own 15:1% of the combined company 
assuming the Mergers were consummated at the Ratios (assuming the IES Ratio was not adjusted to 
1.01) compared to 14.9% of the combined company assuming the Mergers were consummated at the 
IES Ratio as adjusted if the McLeod Contingency was satisfied.  

Updated Contribution Analysis. Morgan Stanley analyzed the pro forma contribution of each of 
IES, WPLH and IPC to Interstate Energy based primarily on historicalLTM financial information as 
of the quarter ended March 31, 1996. Such analysis included, among other things, relative contribu
tions of revenue, EBITDA, EBIT, net income, operating cash flow and book value at or over various 
time periods. In particular such analysis showed that IES, WPLH and IPC contributed approximately 
43.0%, 41.3% and 15.6% of historical LTM revenue, 45.1%, 42.3% and 12.6% of historical LTM 
EBITDA, 44.7%, 43.3% and 12.0% of historical LTM EBIT, 42.4%, 43.0% and 14.6% of historical LTM 
operating cash flow, respectively, in each case, LTM as of.the quarter ended March 31, 1996, and 
41.5%, 45.4% and 13.2% of projected net income for calendar year 1996, 41.4%, 45.2% and 13.3% of 
projected net income for calendar yehr 1997 and 43.0%, 42.9% and 14.1% of the book value, as of the 
quarter ended March 31, 1996, respectively. Morgan Stanley observed that the aforementioned contri
bution percentages implied a range of exchange ratios between IES Common Stock and WPLH 
Common Stock of 0.87. to 1.10 and a range of exchange ratios between IPC Common Stock and WPLH 
-Common Stock of 0.89 to 1.22. Based on this analysis, Morgan Stanley calculated mean and median 
implied exchange ratios between IES Common Stock and WPLH Common Stock of 0.99 and 1.02, 
respectively, and mean and median implied exchange ratios between IPC Common Stock and WPLH 
Common Stock of 1.01 and 1.02, respectively.  
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Updated Pro Forma Analysis of the Mergers. Morgan Stanley analyzed the pro forma impact, 
taking into account the impact of the adjustment to the IES Ratio upon satisfying the McLeod 
Contingency, of the Mergers on IES earnings per share for the fiscal years ended 1997 through 1999.  
Such analysis was performed utilizing stand-alone earnings estimated for the-fiscal years ended 1997 
through 1999 for IES, WPLH and IPC based on certain updating discussions with the respective 
managements of IES, WPLH and IPC as to the current operating environment and future business 
prospects for each such company, and as an updated compilation of earnings projections by securities 
research analysts, in each case, taking into account the cost savings expected to be derived -from the 
Mergers as estimated by the managements of IES, WPLH and IPC.  

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to a 
partial analysis or summary description. Morgan Stanley believes that its analyses must be considered 
as a whole and that selecting portions of its analyses, without considering all analyses, would create an 
incomplete view of the process underlying its opinion. In addition, Morgan Stanley may have given 
various analyses more or less.weight than other analyses, and may have deemed various assumptions 
more or less probable than other assumptions, so that the ranges of valuations resulting for any 
particular analysis described above should not be taken to be Morgan Stanley's view of the actual 
value of IES, WPLH and IPC.  

Inperforming its analyses, Morgan Stanley made numerous assumptions with respect to industry 
performance, general business and economic conditions and other matters, many of which are beyond 
the control of IES, WPLH and IPC. The analyses performed by Morgan Stanley are not necessarily 
indicative of actual value, which may be'significantly more or less favorable than suggested by such 
analyses. Such'analyses were prepared solely as part of Morgan Stanley's analysis of the fairness of 
the IES Ratio, taking into account the IPC Ratio, from a financial point of view.to the holders of IES 
Common Stock and were provided to the IES Board in connection with the delivery of Morgan 
Stanley's written opinion dated the date hereof confirming its oral opinion of November 10, 1995. The 
analyses do not purport to be appraisals or to reflect the prices at which IES, WPLH and IPC might 
actually be sold. Because such estimates are inherently subject to uncertainty, non6 of IES, Morgan 
Staniley, or any other person assumes responsibility for their accuracy. In addition, as described above, 
Morgan Stanley's opinion and presentation to the IES Board was one of many factors taken into 
consideration 'by the IES Board in making its determination to approve the Mergers. Consequently, 
the Morgan Stanley analyses described above should not be viewed -as determinative of the opinion of 
the IES Board or the view of management of either WPLH or IPC with respect to the value of WPLH 
and IPC or of whether the IES Board or the managements of WPLH and IPC would have been willing 
to agree to a different exchange ratio.  

As part of its investment banking business, Morgan Stanley is regularly engaged in the valuation 
of businesses and securities in connection with mergers and acquisitions, negotiated underwritings, 
competitive biddings, secondary distributions of listed and unlisted securities, private placements and 
valuation for'estate, corporate and other purposes. In the ordinary course of its business, Morgan 
Stanley and its affiliates may actively trade the debt and. equity securities of IES, WPLH and IPC for 
their own account and for the accounts of customers and, accordingly, may at any time hold a long or 
.short position in such securities. In the past, Morgan Stanley has provided financial advisory and 
financing services to IES and WPLH, for which services Morgan Stanley has received customary fees.  
Morgan Stanley acted as co-lead manager of the McLeod initial public offering.  

Morgan Stanley -has been retained by IES to act as financial advisor to IES with respect to 'the 
Mergers. Pursuant to a letter agreement dated June 30, 1995 between IES and Morgan Stanley, 
Morgan Stanley is entitled to (i) an advisory fee for its time and efforts expended in connection with 
the engagement which is estimated to be between $100,000 and $250,000, which is payable in the 
event the traisaction is not consummated, (ii) an announcement fee of $1,000,000, which has been 
paid, and (iii) a transaction fee equal to the product of 0.472562% multiplied by the Aggregate Value of 
the transaction (as such term is defined in such letter agreement), or approximately $4,370,228, which 

'is payable only upon consummation of the transaction. Any amounts paid or payable to Morgan 
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Stanley as advisory or announcement fees will be credited against the transaction fee. IES has agreed 
to reimburse Morgan Stanley for its expenses, including reasonable fees and expenses of its counsel, 
and to indemnify Morgan Stanley and its affiliates against certain liabilities and expenses, including 
liabilities under. federal securities laws..  

IPC's Financial Advisor. Salomon Brothers has acted as financial advisor to IPC in connection 
with the Mergers. During the course of discussions regarding a possible transaction, Salomon Broth
ers attended meetings of the IPC Board as described in "The Mergers - Background of the Mergers." 
At such meetings, Salomon Brothers reviewed financial information concerning IPC, WPLH and IES 
and provided, preliminary valuations. The financial information reviewed by Salomon Brothers at 
these meetings was the same financial information used by Salomon Brothers in arriving at. its 
opinions (as updated through the relevant date), all of which information is described below. The 
results of the preliminary valuations presented by Salomon Brothers at such IPC Board meetings are 
consistent with the results utilized by Salomon Brothers to arrive at the opinions of Salomon Brothers 
which results are described below.  

Salomon Brothers delivered to the IPC Board its written opinion dated November 10, 1995 to the 
effect that, based upon and subject to various considerations set forth in such opinion, as of such date, 
the IPC Ratio (without adjustment of the IES Ratio for satisfaction of the McLeod Contingency) is fair 
to the holders of IPC Common Stock (other than.WPLH, IES or any of their respective affiliates) from 
a financial point of view. At the May 10, 1996 meeting of the IPC Board, Salomon Brothers reviewed 
with the IPC Board the proposed contingent adjustment to.the IES Ratio relating to the McLeod 
Contingency. Salomon Brothers advised the IPC Board that if the proposed amendment were adopted,' 
Salomon Brothers could render an opinion to the effect that, based. upon and subject to various 
considerations that would be set forth in such opinion, as of May 10, 1996, the IPC Ratio (assuming 
adjustment of the IES Ratio for satisfaction of the McLeod Contingency) is fair to the holders of IPC 
Common Stock (other than WPLH,. IES or any of their respective affiliates) from a financial point of 
view. In addition, Salomon Brothers has delivered to the IPC Board its written opinion, dated the date 
of this Joint Proxy Statement/Prospectus, to the effect that, based upon and subject to various 
considerations set forth in such opinion, as of such date, the IPC Ratio (with the IES Ratio adjusted for 
the satisfaction of the McLeod Contingency) is fair to the holders of IPC Common Stock (other than 
WPLH, IES or any of their respective affiliates) from a financial point of view.  

The full text of Salomon Brothers' opinion dated the date of this Joint Proxy Statement/Prospectus, 
which sets forth the assumptions made, general procedures. followed, matters considered and limits on the 
review undertaken, is attached as Annex N to this Joint Proxy.Statement/Prospectus and is incorporated 
herein by reference. Salomon Brothers' opinions are directed only to the fairness, from a financial point of 
view, to the IPC stockholders of the IPQ Ratio and do not address IPC's underlying. business decision to 
enter into the Mergers or constitute a recommendation to any IPC stockholder as to how such stockholder 
should vote with respect to the Merger Agreement. The summary of Salomon Brothers' opinions set forth 
below is qualified in its entirety by reference to the full text of Salomon Brothers' opinion dated the date of 
this Joint Proxy Statement/Prospectus attached as Annex N hereto. IPC STOCKHOLDERS ARE URGED 
TO, AND SHOULD, READ THE OPINION CAREFULLY AND IN ITS ENTIRETY. The opinion dated the 
date of this Joint Proxy Statement/Prospectus is substantially similar to the Salomon Brothers' opinion 
dated November 10, 1995.  

In arriving at its opinions, Salomon -Brothers reviewed the Merger Agreement and its related 
exhibits and, in the case of the opinion dated the date hereof, this Joint Proxy Statement/Prospectus.  
Salomon Brothers also reviewed certain publicly available information relating to IPC, WPLH and 
IES, as well as certain other information, including financial projections, provided to Salomon Broth
ers by IPC, WPLH and IES. Salomon Brothers discussed the past and current operations and financial 
condition and prospects of IPC, WPLH and IES with their respective senior management. Salomon 
Brothers also considered such other information, financial studies, analyses, investigations and finan
cial, economic, market and trading criteria as it deemed relevant, including the amended registration 
statement filed by McLeod on' Form S-1.  
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Salomon Brothers assumed and relied upon the accuracy and completeness-of the information 
reviewed by it for the purpose of its opinions and did not assume any responsibility for independent 
verification of such information or for independent evaluation or appraisal of the assets of IPC, WPLH 
or IES. With respect to the financial projections of IPC, WPLH and IES, Salomon Brothers assumed 
that they had been reasonably prepared on bases reflecting the best currently available estimates and 
judgments of the management of IPC, WPLH or IES, as the case may be, as to the future financial 
performance of such entity, and Salomon Brothers expressed no opinion with respect to such forecasts 
or the assumptions on which they were based.  

Salomon Brothers' opinions were necessarily based 'upon business; market, economic and other 
conditions as they existed on, and could be evaluated as of, the respective dates of its opinions and did 
not address IPC's underlying business decision to enter into the Mergers or constitute a recommenda
tion to any IPC stockholder as to how such stockholder should vote with respect to the Merger 
Agreement. Salomon Brothers was not requested to, and did not, solicit third party offers to acquire 
all or any part of IPC. Salomon Brothers' opinions do not imply any conclusion as to the likely trading 
range for WPLH Common 'Stock following the consummation of the Mergers, which may vary depend
ing on, among other factors, changes in interest rates, dividend rates, market conditions, general 
economic conditions and other factors that generally influence the price ofsecurities.  

The followJing is a summary of the report (the "Salomon Brothers Report") presented by Salomon 
Brothers to the IPC Board on November 10, 1995, in connection with the delivery of the Salomon 
Brothers opinion dated such date. In connection with the Salomon Brothers' opinion dated.the date of 
this Joint Proxy Statement/Prospectus, Salomon Brothers performed certain procedures, including 
each of the financial analyses described below, to update its analyses made in connection with the 
delivery of its opinion dated November 10, 1995 and reviewed with the managements of IPC, WPLH 
and IES the financial information on which such analyses were based and other'factors, including the 
current financial results of such companies and the future prospects for such companies.  

Comparable Public Company Analysis. Salomon Brothers reviewed the financial and market 
performance of the following group of publicly traded utilities'with those of IPC: Black Hills Corpora
tion, Central Louisiana Electric Company, Inc., Empire 'District Electric Company, Northwestern 
Public Service Company, Orange & Rockland Utilities, Inc., -Otter Tail Power Company and Sierra 
Pacific Resources (collectively, the "SB IPC Comparable Group"). For IPC arid each company in the 
SB-IPC Comparable Group, Salomon Brothers calculated multiples of Firm Value to LTM EBIT and 
EBITDA and to property, plant and equipment and investments ("PP&E") and multiples of closing 
stock prices ('Stock Price"),at November 3, 1995, to book value, LTM EPS and 1995 and 1996 
estimated EPS. The projected results were based on-published research reports of certain analysts 
covering the SB IPC Comparable Group. This analysis yielded the following multiple ranges for the SB 
IPC Comparable Group: Firm Value to LTM EBIT (9.9x to 12.9x); Firm Value toLTM EBITDA (7.1x to 
8.8x); Firm Value to PP&E (1.02x to 1.34x); Stock Price to Book Value (1.32x to 2.17x); Stock Price to 
LTM EPS (12.7x to 15.4x); Stock'Price to 1995 estimated EPS (11.8x to 14.9x); and Stock Price to 1996 
estimated EPS (11.5x to 14.5x). Salomon Brothersalso calculated a-range of dividend yields for the SB 
IPC Comparable Group of 4.8% to 7.2%.  

Salomon Brothers performed the same analysis for WPLH using the following group of publicly 
traded utilities: Duke Power Company, FPL Group, Inc., Northern States Power Company, Union 
Electric Company, Wisconsin Energy Corporation and WPS Resources Corporation (collectively, the 
"SB WPLH Comparable Group"). The analysis yielded the following multiple ranges for the SB 
WPLH Comparable Group: Firm Value to LTM EBIT (9.9x to 12.4x); Firm Value to LTM EBITDA 
(5.9x to 8.2x); Firm Value to PP&E (1.14x to 1.36x); Stock Price to Book Value (1.66x to 1.98x); Stock 
Price to LTM EPS (13.9x to 15.2x) Stock Priceto 1995 estimated EPS (13.4x to 14.3x); and Stock Price 
to 1996 estimated EPS (13.Ox to 14.3x). The range 'of dividend yields for the SB WPLH Comparable 
Group was 4.2% to 6.2%.  

For IES, Salomon Brothers compared the financial and market data of the following group of 
publicly traded utility companies: Carolina Power & Light Company, Florida Progress Corporation, 
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The Kansas City Power & Light Company, MidAmerican Energy Company, SCANA Corporation and 
Western Resources, Inc. (collectively, the "SB IES Comparable Group"). Salomon Brothers calculated 
the following ranges of multiples for the SB IES Comparable Group: Firm Value to LTM EBIT (10.6x 
to 12.8x); Firm Value to EBITDA (6.3x to 9.2x); Firm Value to PP&E (0.89x to 1.24x); Stock Price to 
Book Value (1.39x to 1.9'x); Stock Price to LTM EPS (13.3x to 16.9x); Stock Price to 1995 estimated 
EPS (12.3x to 14.6x); and Stock Price to 1996 estimated EPS (12.1x to 14.0x). The dividend yield range 
for the SB IES Comparable Group was 5.3% to 7.3%.  

Comparable Transaction Analysis. Salomon Brothers also reviewed the consideration paid or 
proposed to be paid in recent acquisitions of utility companies. Specifically, Salomon Brothers re
viewed the following acquiror/acquiree transactions: PECO Energy Company/PP&L Resources, Inc.  
(1995); Union Electric Company/CIPSCO Incorporated (1995); Cincinnati Gas& Electric Company/ 
PSI Resources,-Inc. (1992); Entergy Corporation/Gulf States Utilities Company (1992); IE Industries 
Inc. /Iowa Southern Utilities Company (1991); The Kansas Power & Light Company/Kansas Gas and 
Electric Company (1990); PacifiCorp./Pinnacle West Capital Corporation (1989); WPLH/Madison Gas 
and Electric Company (1989); SCEcorp./San Diego Gas & Electric Company:(1988); The.Southern 
Company/Savannah Electric and Power Company (1987); and PacifiCorp/Utah Power & Light Com
pany (1987). For these transactions, Salomon Brothers calculated the following ranges of multiples of 
the aggregate value of each such transaction to the aggregate market value of the acquiree one.month 
prior to the first indication that the acquiree is a merger candidate (1.23x to 1.65x, with a median of 
1.36x); to the book value of the acquiree (1.14x to 2.34x, with a median of 1.78x); and to the acquiree's 
EPS for the trailing .12,months (11.1x to,20.3x, with a median of 14.8x). Salomon Brothers applied 
these multiples to corresponding data for IPC and calculated an implied exchange ratio range for IPC 
Commridii'Stock to WPLH Common Stock of 0.98 to 1.30.  

In addition, Salomon Brothers reviewed the consideration paid or payable in the following 
mergers of equals: Baltimore Gas & Electric Company/Potomac Electric Power:Company (1995); 
Public Service Company.of Colorado/Southwestern Public Service Company (1995); Northern States 
Power Company/Wisconsin Energy Corporation (1995): Midwest Resources, Inc./Iowa-Illinois Gas& 
Electric Company (1994); Washington Water Power Company/Sierra Pacific Resources (1994); Mid
west Energy Company/Iowa Resources Inc. (1990); Fitchburg Gas and Electric Light Company/ 
UNITIL (1989); and San Diego Gas & Electric Company/Tucson Electric Power Company (1988). For 
these transactions, Salomon Brothers calculated a range for the multiple of each transaction's aggre

gate value to the acquiree's aggregate market value of 1.OOx to 1.21x (with a median of 1.00x). Based 
on that data, Salomon Brothers calculated an implied exchange ratio of IES Common Stock to WPLH 
Common Stock of 0.88 to 1.06.  

'Discounted Cash Flow Analysis. Using a DCF analysis, Salomon Brothers estimated the present 
value of the future cash flows that each of IPC, WPLH and IES could -produce over a five-year period 
from 1995 through 1999, if each.of them were to perform on a stand-alone basis (without giving effect 
to any.operating or other efficiencies pursuant to the Mergers) in accordance with forecasts developed 
by the managements of IPC, WPLH and IES, respectively. Salomon Brothers determined implied 
equity values foreach of IPC, WPLH and IES based upon the sum of (i),the aggregate discounted value 
(using various discount rates ranging from .6.75%. to 7.75%) of the five-year unleveraged free cash 
flows of IPC, WPLH and IES, as the case May be, plus (ii) the discounted value (using the same 
discount rate range) of the sum of (a) the product of (x) the final year's projected net income multiplied 
by (y) numbers representing various terminal or exit multiples (ranging from 12.50x to 14.50x for IPC 
and IES and from 13.00x to 15.00x for WPLH) and (b) the projected net debt and preferred equity in 
the final year.  

Utilizing this DCF analysis, Salomon Brothers calculated a range of value for IPC Common Stock, 
WPLH Common Stock and IES Common Stock of $256 million to $313 million, $944 million. to 
$1,125 million and $877 million to $1,077 million, respectively.  

Contribution Analysis. Salomon Brothers analyzed the pro forma contributiois from each of 
WPLH, IES and IPC to the combined company, assuming the Mergers are consummated'as set forth in 
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the Merger Agreement. Salomon Brothers analyzed, among other things, in each case for the fiscal 
years ending December 31, 1994, 1996 and 1997, the relative contribution-to the combined company 
from each'of WPLH's, IES's and IPC's revenues, EBITDA, EBIT and net income. The analysis did not 
assume the realization of any synergies in the Mergers or include any transaction costs or purchase 
adjustments, but did assume that pooling accounting was used. The analysis determined that WPLH, 
IES and IPC would have contributed the following percentages to the combined company's results in 
1994: revenues - 42.7%, 41.2% and 16.1%, respectively; EBITDA - 40.9%, 45.3% and 13.8%, respec
tively; EBIT - 40;5%, 46.0% and 13.5%, respectively; and net income - 43.4%, 44.5% and 12.1%, 
respectively. Book value contributions at June 30, 1995, would. have been 43.2%, 42.8% and 14.09o 
from WPLH, IES and IPC, respectively. Utilizing this contribution analysis, Salomon Brothers calcu
lated implied exchange ratio ranges for IPC Common. Stock to WPLH Common Stock and IES 
Common Stock to WPLH Common Stock of.0.89 to 1.24 and 0.91 to 1.25, respectively.  

Pro Forma Merger Consequences Analysis. Salomon Brothers analyzed certain pro forma effects 
on WPLH, IPC and IES resulting from the Mergers forthe projected twelve-month periods ending 
December 31, 1997, 1998 and 1999. Such analysis was performed utilizing stand-alone earnings 
estimates prepared by the respective managements of each company.  

Exchange Ratio Analysis. Salomon Brothers reviewed and analyzed the 'historical ratios of the 
daily closing prices of IPC Common Stock and IES Common Stock to WPLH Common Stock during 
the five-year period ending November 3, 1995. The exchange ratios for the daily closing per share 
prices of IPC Common Stock to WPLH Common Stock ranged from a low of 0.74 to a high of 1.18, with 
an average of 0.94. The exchange ratios for IES Common Stock to WPLH Common Stock ranged from 
0.73 to 1.19, with an average of 0.92.  

On May 10, 1996, at a meeting of the IPC Board, Salomon Brothers reviewed with the IPC Board 
the proposed contingent adjustment to the IES Ratio relating to the McLeod:Contingency. In this 
regard, Salomon Brothers calculated the potential contribution of the proceeds of McLeod's proposed 
initial public offering, based on a range of possible final pricing terms for McLeod's proposed initial 
public offering, and. compared the percentage share ownership of former holders of IPC Common 
Stock of the. combined company assuming the Mergers were consummated at the Ratios (assuming 
the McLeod Contingency. was. not satisfied and the IES Ratio was not adjusted to 1.01) and the 
adjusted IESRatio (assuming the McLeod Contingency was satisfied and the IES Ratio was adjusted 
to,1.01). Assuming the McLeod Contingency was not satisfied and the Mergers were consummated at 
the Ratios (with the IES Ratio not'adjusted to 1.01), the former holders of IPC Commoft Stock would.  
own 15.1% of the combined company. Alternatively, assuming the McLeod Contingency was satisfied 
and the IES Merger was consummated at the adjusted IES Ratio, the former holders of IPC Common 
Stock.would own 14.9% of the combined company. Additionally, Salomon Brothers reviewed a range of 
potential values attributable to IES's ownership of McLeod shares and the allocation of those values 
among WPLH, IES and IPC assuming the Mergers were consummated at the Ratios (without the IES 
Ratio being adjusted for the McLeod Contingency) in comparison to the allocation assuming the 
Mergers. were consummated and the IES.Ratio was adjusted for satisfaction of the McLeod Contin
gency. The analysis demonstrated that if the value attributable to IES's ownership of McLeod shares 
reflected in the combined company's market value exceeded approximately $26.6 million, the adjust
ment of the IES Ratio for satisfaction of the McLeod Contingency would not result in a decrease in the 
market capitalization of the combined company attributable to IPC stockholders.  

In arriving at its opinions, in preparing, the Salomon Brothers Report and in reviewing the 
McLeod Contingency, Salomon Brothers performed a variety of financial analyses, the material 
portions of which are summarized above. The summary set forth above does not purport to be a 
complete desc-iption of the analyses performed by Salomon Brothers or its presentation to the IPC 
Board. In addition, Salomon Brothers believes that its analyses must be considered as a whole and 
that selecting portions of such analyses and the factors considered by it, without considering all such 
analyses and factors, could create an incomplete view of the process underlying its analyses set forth 
in the opinions and in the Salomon Brothers Report. The preparation of a fairness opinion is a 
complex process and is not necessarily susceptible to partial analysis or summary description. In 
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addition, Salomon. Brothers made no attempt to assign specific weights to particular analyses. With 
regard to the comparable public company analysis and the comparable acquisition analysis summa
rized above, Salomon Brothers selected comparable public companies on the basis of various factors, 
including the size of the public company.and similarity of the line of business; however, no public 
company or transaction utilized as a comparison is identical to IPC, WPLH, IES or the Mergers.  
Accordingly, an analysis of the foregoing is not. mathematical; rather, it involves complex considera
tions and judgments concerning differences in financial and operating characteristics of the compara
ble companies and other factors that could affect the.acquisition or public trading value of the 
comparable companies and transactions to which IPC, WPLH, IES and the Mergers are being 
compared.  

In performing its analyses, Salomon Brothers made numerous assumptions with respect to 
industry performance, general business, economic, market and financial conditions and other mat
ters, many of which are beyond the control of IPC, WPLH and IES. Any estimates contained in such 
analyses are not necessarily indicative of actual past or future results or values, which may be 
significantly more or less than such estimates. Actual values will depend upon several factors, includ
ing events affecting the utility industriy, general economic, market and interest rate conditions and 
other factors which generally influence the price of se.curities. Additionally, all projections and esti
mates for future results of IPC, WPLH and IES referred to above were based on information provided 
by the respective managements of such companies.  

Salomon Brothers is an internationally recognized investment banking firm and regularly en
gages in the valuation of businesses and their securities in connection with mergers and acquisitions 
and forother purposes. The IPC Board selected Salomon Brothers to act as its financial advisor on the 
basis of Salomon Brothers' international reputation. and Salomon Brothers' familiarity with IPC and 
the utility industry. Salomon Brothers acted as underwriter for IPC in connection with three of its 
prior financings, as well as lead manager for the McLeod initial public offering. In the ordinary course 
of its business, Salomon Brothers actively trades the debt and equity securities of IPC, WPLH and IES 
for Salomon Brothers' own account and for the accounts of customers and, accordingly,.may at any 
time hold a long or short position in such securities. The Ratios were determined by arms'-length, 
negotiations among IPC, WPLH and IES, in consultation with their respective financial advisors and 
other representatives. .  

Pursuant to a letter agreement dated September 13, 1995, between IPC and Salomon Brothers, 
Salomon Brothers agreed to act as financial advisor to IPC in connection* With the Mergers. IPC, is 
obligated to pay Salomon Brothers a monthly fee of $25,000 during the term of the engagement and an 
additional fee equal tothe product of 0.75% multiplied by the aggregate consideration paid for IPC's 
common equity (approximately $2,448,000). This additional fee is due Salomon Brothers as follows: 
25% contingent upon and payable following execution of the Merger Agreement; 25% contingent upon 
'and payable. following approval by theIPC. stockholders; and the remainder (less all monthly fees paid 
or payable) contingent upon and only payable following consummation of the Mergers. IPC also 
agreed to reimburse Salomon Brothers for its reasonable out-of-pocket expenses, including fees and 
disbursements of counsel, and to 'indemnify Salomon Brothers and its affiliates, their respective 
directors, officers, agents and employees and each persor, if any, controlling Salomon Brothers or-any 
of its affiliates against certain liabilities, including liabilities under the federal securities laws, relating, 
to, or arising out of, its engagement.  

As noted under the caption "The Mergers - Reasons for the Mergers; Recommendations .Of the 
Boards of Directors," the fairness opinion of Salomon Brothers was. only one of many factors corisid
ered by the IPC .Board in determining to approve the Merger Agreement and the IPC Merger.  

Interests of Certain Persons in the Mergers 
In considering the recommendations of the WPLH Board, the IES Board and the IPC Board with 

respect to the Mergers, shareowners should be aware that certain members of WPLH's, IES's and 
IPC's management and Boards of Directors have certain interests in the Mergers that are in addition 
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to their interest, if any, as shareowners of WPLH, IES and IPC generally. The Boards of Directors of 
each ofWPLH, IES and IPC were aware of these interests and considered them, among 6ther things, 
in approving the Merger Agreement and the transactions contemplated thereby.  

Employment Agreements. The Employment Agreements with each of Messrs. Liu, Davis, Stop
pelmoor and Chase will become effective only at the Effective Time. The Employment Agreements are 
described in greater detailed under '-- Employment Agreements" below.  

Severance Arrangements. Under certain severance arrangements and other employee agree
ments maintained, or entered into, by each of WPLH, IES and IPC, certain benefits may become 
vested, and certain payments may become payable, in connection with the Mergers. WPLH has 
employment and severance agreements with each of thirteen executives of WPLH and certain of its 
subsidiaries which provide these executives with a measure of security against changes in their 
relationship with WPLH and its subsidiaries in the event of a change in control of WPLH. These 
agreements provide that each executive officer that is a party thereto is entitled to benefits if, within 
five years after a change in control of WPLH (as defined in the agreements), the officer's employment 
is ended through (a) termination by WPLH or its subsidiaries, other than'by reason of death or 
disability or for cause (as defined in the agreements), or (b) termination by the officer due to a breach 
of the agreement by WPLH or its subsidiaries or a significant change in the officer's responsibilities, 
or (c) in the case of Mr. Davis's agreement only, termination by Mr. Davis following the first anniver
sary of the change in control. The benefits provided under each of the agreements include: (a) a cash 
termination payment of one, two or three times (depending on which executive is involved) the sum of 
the executive dfficer's annual salary and his or her average annual bonus during the three years 
before the termination-and (b) continuation for up to five years of equivalent hospital, medical, dental, 
accident, disability and life insurance coverage as in effect at the time of termination. The agreements 
also provide the foregoing benefits in connection with certain terminations which are effected in 
anticipation of a change in control. Each agreement provides that if any portion of the benefits under 
the agreement or under any other agreement for the officer would constitute an excess payment for 
purposes of the Code, benefits will be reduced so that the officer will be entitled to receive $1 less than 
the maximum amount which he or she could have received witfiout becoming subject to the 20% excise 
tax imposed by the Code on certain excess payments, or which WPLH may pay without the loss of 
deduction under the Code. The WPLH Board has authorized that each of the foregoing agreements be 
amended to specifically provide that the consummation of the Mergers will constitute a change in 
coitrol ini certain circumstances for purposes of the agreements.  

Based on the compensation paid to the executives in 1995 and assuming the occurrence of a 
termination for which severance benefits would be payable following a change of control of WPLH, the 
maximum amounts- payable to each of Messrs. Davis, Harvey, Protsch, Ahearn and Amato and all of 
the other executives of WPLH as a group (eight persons) under their employment and severance 
agreements would be $1,623,524, $745,524, -$745,704, $737,310, $577,962 and $2,583,641, 
respectively.  

IES has severance. agreements with twelve of its and Utilities' executives, including Mr. Liu, 
James E. Hoffman, Executive Vice President. of Utilities, and John E Franz, Jr., Vice President of 
Utilities. The severance agreements run for terms of one year, subject to automatic renewal unless 
either party gives notice of non-renewal to the other party at least 60 days prior to the annual renewal 
date. Each agreement provides for salary continuation and certain other benefits in the event the 
covered executive is terminated within a three-year period following a change of control of IES. The 
Mergers will constitute a change of control for purposes of each of the IES severance agreements.  
Specifically, the agreements provide that following termination of a covered executive's employment, 
except terminations for just cause, death, retirement, disability or voluntary resignation (other than 
resignation for 'good reason"), the executive's salary will be continued, at a level equal to his salary 
just prior to terinination, for a period ranging from eighteen to thirty-six months (depending on the 
executive involved and, in certain cases, his length of service). Additionally, certain benefits will be 

70



continued during the applicable severance period, including life and health insurance, and the execu
tive will continue to receive annual incentive award payments equal to the average annual incentive 
awards paid to executives of the same or comparable designation during the three years prior to the 
change in control. In the event the executive dies during the severance period, the salary and benefit 
payments described above shall be payable, during the remainder of the term to the executive's 
surviving spouse or his estate. The executive will also become immediately vested and entitled to 
receive awards of restricted stock or other rights granted to the executive under IES' Long-Term 
Incentive Plan. With respect to a covered executive who is age 56 or older at the time of the change of 
control, the severance agreement further provides that the change of control will cause the executive 
to become fully vested in his supplemental retirement plan benefit (his "SERP"), and that if the 
executive is terminated within three years following the change of control, he will be able to com
mence his SERP payments on the earlier of'the date he attains age 65 or the date salary continuation 
payments cease under his severance agreement. With respect to an executive who is under age 56 at 
the time of the change of control, the severance agreement further provides that upon the change of 
control the executive will receive an annuity with a value of six months' salary if the executive-has 
been employed by IES or Utilities for less than ten years, and'one year's salary otherwise.  

In November 1995, IES approved certain amendments to the existing severance agreements 
which will take effect no later than the next annual renewal of each agreement, subject to each 
executive's execution of an amended form of agreement. The amendments to the severance agreement 
for Mr. Liu provides, among other things, that during the applicable severance period Mr. Liu will be 
entitled to receive payments equal to the average value of both the long-term and the annual incentive 
awards received by executives of the same or comparable designation during the three years prior to 
the change of control. In addition, the amendments for all covered executives provide reimbursement, 
in an aggregate amount not to exceed 15% of the executive's base salary, for outplacement services and 
legal fees incurred by the executive in connection with his termination, and also provide severance 
benefits in the event of certain employment terminations within 180 days prior to a change in control.  

. The provisions of the severance agreement covering Mr. Liu have been incorporated into the 
Employment Agreement to be executed between Mr. Liu and Interstate Energy in connection with the 
Mergers (described below and attached as Annex H), and after the Effective Time his Employment 
Agreement will supersede his existing severance agreement.  

Based on the compensation, paid to the executives in 1995 and assuming the occurrence of a 
termination for which severance benefits would be payable following a change in control of IES, the 
maximum amounts payable to each of Messrs. Liu, Hoffman and Franz and all of the other executives 
of IES as a group (nine persons) under their severance agreements would be $2,269,694, $549,614, 
$297,696 and $3,146,135, respectively.  

Effective as .of November 8, 1995, IPC entered into agreements (the "IPC Severance Agree
ments") providing certain severance benefits with nine executive officers of IPC, including 
Messrs. Stoppelmoor and Chase '(collectively, the "IPC Executives"). The IPC'Severance Agreements 
will provide benefits to the IPC Executives whose employment is terminated under certain circum
stances at any time within thirty-six months after the month in which a change in control (as defined 
in the IPC Severance Agreements) occurs. The term of the IPC Severance Agreements expires on 
December 31, 1998 and may be'extended for additional one year periods. However, the term of the IPC 
Severance Agreements will not extend beyond the date on which the covered IPC Executive attains 
the age of sixty-two.  

The severance benefits described below will be paid if an IPC Executive's employment is termi
nated after a change in control unless the termination is: (i) by IPC for cause; (ii) by the IPC Executive 
without "good reason" (as defined in the IPC Severance Agreements); (iii) due to the retirement of the 
IPC Executive; (iv) due to the death of the IPC Executive; or (v) due to the disability of the IPC 
Executive. An IPC Executive's employment will be deemed to have been terminated following a 

change in control by IPC without cause or'by the IPC Executive for good reason if the IPC Executive 
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reasonably demonstrates that the IPC Executive was terminated either: (i) as a result of the request of 
a person who has entered into a change in control agreement with IPC, or (ii) otherwise in connection 
with, as a resilt of, or in anticipation of, a change in control.  

The severance benefits provided under the IPC Severance Agreements consist of: (i) a cash lump 
sum payment of up to three times the sum of the IPC Executive's annual salary and his or her average 
annual bonus during the three years prior to the IPC Executive's termination of employment, 
(ii) continuation of life, disability, accident and health insurance benefits similar to those that the IPC 
Executive enjoyed prior to the change in control for thirty six months after the date of termination, or 
if sooner, until the IPC Executive reaches the age of sixty-two years; (iii) outplacement services on an 
individualized basis at a level commensurate with the IPC Executive's status with IPC; and (iv) the 
immediate vesting of all outstanding stock options and all shares of restricted stock.  

Mr. Stoppelmoor is not expected to receive any payments under the IPC Severance Agreements 
because he'has already attained age 62. If a change in control were to occur on December 31, 1995 and 
all covered executives were immediately terminated with each such executive being entitled to receive 
the full benefits provided under his IPC Severance Agreement, the approximate amounts that would 
be payableto certain executive officers of IPC would be as follows: Mr. Chase $467,000; Mr. Hamill 
$321,000; and Mr. Troy $318,000; under these assumptions, which would maximize the benefits that 
could be received under the IPC Severance Agreements, the aggregate amount of all of the payments, 
that could be received by all of the executives coveredunder the IPC Severance Agreements would not 
exceed $2,800,000.  

Board of Directors. As provided in the Merger Agreement, at the Effective Time, the Interstate 
Energy Board will consist of fifteen directors, six of whom will be designated by WPLH, including 
Mr. Davis, six of whom will be; designated by IES, including Mr. Liu, and three of whom will be 
designated by IPC, including Mr. Stoppelmoor. See "Interstate Energy Following the Mergers 
Management of Interstate Energy." 

Indemnification. Pursuant to the Merger Agreement, to the extent, if any, not provided by an 
existing right of indemnification or other agreement or policy, from and after the Effective Time, 
Interstate Energy will, to the fullest extent permitted by applicable law, indemnify, defend and hold 
harmless each person who was at, or who has been at zany time prior to the date of the Merger 
Agreement, or who becomes prior to the Effective Time, an officer, director or employee of WPLH, IES 
or IPC or any of their subsidiaries (including New Utilities and New IPC) against all losses, expenses 
(including reasonable attorneys' fees and expenses), claims, damages or liabilities or, subject to certain 
restrictions, amounts paid in settlement, (i) arising out of actions or omissions occurring at or prior to 
the Effective Tiie (and whether asserted or claimed prior to, at or after the Effective Time) that are in 
whole or part based on, or arising out of, the fact that such person is or was a director, officer or 
employee of such party, or (ii) based on, arising out of or pertaining to the transactions contemplated 
by the Merger Agreement. See "The Merger Agreement- Indemnification." 

Certain Arrangements Regarding the Directors and Management of Interstate Energy Following the 
Mergers 

In connection with the Mergers, the Interstate Energy Board, at the Effective Time, will consist 
of fifteen persons, six of whom will be designated by WPLH, including Mr. Davis, six of whom will be 
designated by IES, including Mr. Liu, and three of whom will be designated by IPC, including 
Mr. Stoppelmoor. The Merger Agreement also provides for the designation of certain senior officers of 
Interstate Energy and its subsidiaries following the Effective Time. See "Interstate Energy Following 
the Mergers - Management of Interstate Energy." In addition, the Merger Agreement provides that 
during the three-year period following the Effective Time, certain provisions thereof (including 
provisions relating to existing employee agreements, workforce matters, benefit plans, stock option 
and other plans, certain officer positions at Interstate Energy and its subsidiaries and certain'post
merger operations) may be enforced on behalf of the officers, directors and employees of WPLH, IES 
and IPC, as the case may be, by the directors' designated by each' of such companies (or their 
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successors), respectively. The Merger Agreement al o provides stich directors with the standing to 
enforce provisions relating to the composition of and other matters relating to the Interstate Energy . Board for as long as such provisions are applicable, including the provisions governing the selection of 
each of the WPLH, IES and IPC designated directors until the date of the third annual meeting of 
shareowners of Interstate Energy and the provisions limiting the designation of employee directors 
for a period of five years following the Effective Time. Finally, the Merger Agreement provides that the 
directors designated by WPLH will be entitled to enforce for a five-year period provisions relating to 
the selection of Mr. Davis as the Chief Executive Officer (and, following Mr. Liu's retirement, as 
Chairman of the Board) of Interstate Energy and his selection to serve in certain other-capacities.  

Employment Agreements 

The forms of the Employment Agreements for Messrs. Liu, Davis, Stoppelmoor and Chase are 
attached hereto as Annexes H through K, respectively. The Employment Agreements will become 
effective only at the Effective Time.  

Pursuant to Mr. Liu's Employment Agreement, Mr. Liu will serve as Chairman of Interstate' 
Energy, for a period of two years following the Effective Time and thereafter will retire as an officer of 
Interstate Energy, although he may continue, to serve as a director. Under Mr.. Davis's Employment 
Agreement, Mr. Davis will, following the Effective Time, serve as President and Chief Executive 
Officer of Interstate Energy for a period of five years following the Effective Time and, for the three
year period following Mr. Liu's retirement, Mr. Davis will also serve as Chairman of Interstate Energy.  
Following the initial five-year term of Mr. Davis's Employment Agreement, the Employment Agree
ment will automatically renew for successive one-year terms, unless either party gives prior written 
notice of his or its intent to terminate the Employment Agreement. Mr. Davis's Employment Agree
ment also provides that he serve as Chief Executive Officer of each subsidiary of Interstate Energy 
during the three-year period following the Effective Time and as a director of such companies during 
the term -of his Employment Agreement. Pursuant'to Mr. Stoppelmoor's Employment Agreement, 
Mr. Stoppelmoor will serve as Vice Chairman of Interstate Energy' for a period of two years following 
the Effective Time and thereafter will retire as. an officer of Interstate Energy, although he may 
continue to serve as a director. The provisions of the Employment Agreements for each of Messrs. Liu, 
Davis and Stoppelmoor which relate to-such persons serving as'directors of Interstate Energy assume 
that such persons are, to the extent applicable, reelected and not removed from the Interstate Energy 
Board by the Interstate Energy shareowners. Pursuant to Mr. Chase's Employment Agreement, 
Mr. Chase will serve as President of IPC or New IPC,.as the case may be, following the Effective Time 
and.until the last day of the calendar month immediately following the calendar month in which 
Mr. Chase attains age 62.  

Mr. Liu's Employment Agreement provides that he will receive an annual base salary of not less 
than $400,000, and supplemental retirement benefits and the opportunity to earn short-term and 
long-term incentive compensation (including stock options, restricted stock and other long-term 
incentive compensation) in amounts no less than he was eligible to receive from IES before the 
Effective Time. Pursuant to Mr. Davis's Employment Agreement, he will be.paid an annual base 
salary not less.than his aggregate. annual salary.from WPLH and its subsidiaries as. in effect immedi
ately prior to the Effective Time ($450,000 as of January 1, 1996). Mr. Davis will also have the 
opportunity to earn short-term and long-term incentive compensation (including stock options, re
stricted stock and other long-term incentive compensation) in amounts no less than he was eligible to 
receive before the Effective Time, as well as supplemental retirement benefits (including continued 
participation in the WP&L Executive Tenure Compensation Plan) in an amount no less thah he was 
eligible to receive before the Effective Time and life insurance providing a death benefit of three times 
his annual salary. Under Mr. Stoppelmoor's Employment Agreement, he will receive an annual base 
salary of not less than $300,000, and supplemental retirement benefits and'the opportunity to earn 
short-term and long-term incentive compensation (including stock options, restricted stock and other 
long-term incentive compensation) in amounts no less than he was eligible to receive from IPC before 
the Effective Time. Mr. Stoppelmoor's Employment Agreement also provides that, following his 
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retirement as Vice Chairman of the Board of Interstate Energy, he will serve.as a consultant to the 
Chief Executive Officer of Interstate Energy for a one-year period. In consideration for his services as 
a consultant, Mr. Stoppelmoor will be. paid a fee of $16,667 per month and will be reimbursed for 
reasonable expenses incurred in the performance of such services. Under Mr. Chase's Employment 
Agreement, he will receive an annual base salary not less than the aggregate annual base salary he 
was paid by IPC immediately prior to the Effective Time ($165,000 as of January 1, 1996). Mr. Chase 
will also receive supplemental retirement benefits and will have the opportunity to earn short-term 
and long-termri incentive compensation (including stock options, restricted stock and other long-term 
compensation) offered to other senior executive officers of Interstate Energy and its affiliates in 
amounts not less than he was eligible to receive from IPC before the Effective Time.  

If the employment of any of the officers with Employment Agreements is terminated without 
cause (as defined in the Employment Agreements) or if any officer terminates his employment for 
good reason (as defined in the Employment Agreements),. Interstate Energy or its affiliates will 
continue to provide the compensation and benefits called for by the respective Employment Agree
ment through the end of the term of such Employment Agreement (with incentive compensation 
based on the maximum potential awards or, in the case of Mr. Chase; on the average awards received 
during the prior three years, and with any stock compensation paid in cash), iand all unvested stock 
compensation will vest immediately. If the officer dies or becomes disabled, or terminates his employ
ment without good reason, during the term of the Employment Agreement, Interstate Energy or its 
affiliates will pay to the officer or his beneficiaries or estate all compensation earned through the date 
of death, disability or such termination (including previously deferred compensation and pro rata 
incentive compensation based upon the maximum potential awards). If the officer is terminated for 
cause, Interstate Energy or its affiliates will pay his base salary through the date of termination plus 
any previously deferred. compensation. Notwithstanding the foregoing, in the event that any pay
ments to an: officer under his Employment Agreement or otherwise are subject to the excise tax on 
excess parachite payments under the Code, then the total payments to be made under the Employ
ment Agreement will be reduced so that the value of these payments the officer is entitled to receive is 
$1 less than the amount that would subject the officer to the excise tax.  

Certain Federal Income Tax Consequences 

General. The following is a summary description of the material federal income tax conse
quences of the Mergers and summarizes the respective opinions of counsel to WPLH, IES and IPC, 
subject to the following qualification. This description summarizes the opinion of Foley & Lardner, 
counsel to WPLH, only insofar as it relates to consequences of the IES Merger and the IPC Direct 
Merger (or.the IPC Merger, if applicable) to WPLH's shareowners, it suminarizes the opinion of 
Winthrop, Stimson, Putnam & Roberts, counsel to IES, only insofar as it relates to consequences of 
the IES Merger (and the Utilities Reincorporation Merger, if applicable) to IES's shareholders, and it 
summarizes the opinion of Milbank, Tweed, Hadley & McCloy, counsel'to IPC, only insofar as it relates 
to consequences of the IPC Direct Merger (or the IPC Merger and the IPC Reincorporation Merger, if 
applicable) to IPC's stockholders. The opinions summarized below are filed as exhibits to the Joint 
Registration Statement.  

This summary is not a complete description of all of the coisequences of the Mergers and, in 
particular, may not address federal income tax considerations that. may affect the treatment of a 
shareowner that, at the Effective Time, is not a U.S. person or is a tax-exempt entity or 'an individual 
who acquired IES Common Stock or IPC Common Stock pursuant to an employee stock option or 
otherwise as compensation. Ir addition, no information is provided with respect to the tax conse
quences of the; Mergers under foreign, state or local laws. The discussion is based on the Code as in 
effect on the date of this Joint Proxy Statement/Prospectus, without consideration- of the particular 
facts or circumstances of any shareowner. Consequently, each shareowner is advised to consult his, her or 
its own tax advisor as to the specific tax consequences to him, her or it of the Mergers.  
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The Mergers. The respective obligations of the parties to effect the Mergers are conditioned on 
their receipt of certain additional tax opinions described in the remainder of this paragraph and the 
following two paragraphs. The WPLH obligation to effect the combined IES Merger and IPC Direct 
Merger (or IPC Merger, if applicable) is. conditioned on the delivery of an opinion to WPLH from 
Foley & Lardner, its counsel, dated as of the Closing Date, based upon certain customary representa
tions and assumptions set forth therein, substantially to the effect that, for federal income tax 
purposes, each of the IES Merger and the IPC Direct Merger (or the IPC Merger, if applicable) 
constitutes a tax-free reorganization within the meaning of Section 368(a) of the Code.  

The IES obligation to effect the IES Merger (and the Utilities Reincorporation Merger, if applica
ble) is conditioned on the delivery of an opinion to IES from Winthrop, Stimson, Putnam & Roberts, 
its counsel, dated as of the Closing Date, based upon certain customary representations and assump
tions set forth therein, substantially to the effect that, for federal income tax purposes, the IES Merger 
(and the Utilities Reincorporation Merger, if applicable) constitutes a tax-free reorganization within 
the meaning of Section 368(a) of the Code.  

The IPC obligation to effect the IPC Direct Merger (or the IPC Merger and the IPC Reincorpora
tion Merger, if applicable) is conditioned on the delivery of an opinion to IPC from Milbank, Tweed, 
Hadley & McCloy, its counsel, dated as of the Closing Date, based upon certain customary representa
tions and assumptions set forth therein, substantially to the effect that, for federal income tax 
purposes, the IPC Direct Merger (or the IPC Merger and the IPC Reincorporation Merger, if applica
ble) constitutes a tax-free reorganization within the meaning of Section 368(a) of the Code.  

Rulings will not be sought from the Internal Revenue Service regarding the Mergers and the 
Internal Revenue Service may disagree with the conclusions expressed in the opinions of counsel 
referred to above.  

Based on the foregoing, and subject in all events .to the approval of the IPC Charter Amendment . by the IPC stockholders at the IPC Meeting, the following is a summary of the material federal income 
tax consequences of the Mergers as described in the opinions of Foley & Lardner, Winthrop, Stimson, 
Putnam & Roberts and Milbank, Tweed, Hadley & McCloy filed as exhibits to the Joint Registration 
Statement: 

(i) WPLH, IES, IPC and Acquisition (and New IPC, Utilities and New Utilities, if applica
ble)"will each be a party to a reorganization within the meaning of Section 368(b) of the Code; 

(ii) No gain or loss will be recognized by WPLH, IES, IPC or Acquisition (or New, IPC, 
Utilities and New Utilities, if applicable) pursuant to the Mergers; 

(iii) No gain or loss will be recognized by the holders of IES Common Stock upon the 
exchange of their IES Common Stock for Interstate Energy Common Stock pursuant to the IES 
Merger, except that a holder of IES Common Stock that receives cash in lieu of a fractional share 
interest in Interstate Energy Common Stock will recognize gain or loss equal to the difference 
between the cash received and the tax basis allocated to the fractional share interest. Any gain or 
loss recognized by a holder will constitute capital gain or loss if such holder's IES Common Stock 
with respect to which gain or loss is recognized is held as a capital asset at the Effective Time; 

(iv) A holder of IES Common Stock that-receives cash for IES Dissenting Shares will 
recognize gain or loss equal to the difference between the amount of such cash and the tax basis of 
such holder's IES Dissenting Shares. Any such gain or loss recognized by a holder will constitute 
capital gain or loss if such holder's IES Dissenting Shares are held as capital assets at the 
Effective Time; 

(v) No gain or loss will be recognized by the holders of IPC Common Stock upon the 
exchange of their IPC Common Stock for Interstate Energy Common Stock pursuant to the IPC 
Direct Merger, except that a holder of IPC Common Stock that receives cash in lieu of a fractional 
share interest in Interstate Energy Common Stock will recognize gain or loss equal to the 
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difference between the cash received and the tax basis allocated to the fractional share interest.  
Any gain or loss recognized by a holder will constitute capital gain or loss if such holder's IPC 
Common Stock with respect to which gain or loss is recognized is held as a capital asset at the 
Effective Time;.  

(vi) The tax basis, of the Interstate Energy Common Stock received by a 'holder of IES 
Common Stock or IPC Common Stock, as the case may be, will be the same as such holder's tax 
basis in the IES Common Stock or IPC Common Stock that.was exchanged pursuant to the IES 
Merger oi IPC Direct Merger, as the case may be, reduced by the tax basis allocable to any 
fractional share interest in Interstate Energy Common Stock with respect to which cash is being 
received; 

(vii) The holding period of the Interstate Energy Common Stock received in the IES Merger 
or IPC Diiect Merger, as-the case may.be, will include the holder's holding period with respect to 
the IES Common Stock or IPC Common Stock that was exchanged pursuant to the IES Merger or 
IPC Direct Merger, as the case may be (provided that such stock was held as a capital asset at the 
Effective Time); 

(viii) No gain or loss will be recognized by the holders of IPCPreferred Stock under the IPC 
Direct Merger, except that a holder of IPC Preferred Stock that receives cash for IPC Dissenting 
Shares will recognize gain or loss equal to the difference between the amount of such cash and the 
tax basis of such holder's IPC Dissenting Shares. Any such gain or loss recognized by a holder will 
constitute capital gain or loss if such holder's IPC Dissenting Shares are held as capital assets at 
the Effective Time; 

(ix) Assuming the IPC Reincorporation Merger and the IPC Merger are effected, no gain or 
loss will be recognized by the' holders of IPC Preferred Stock (other than for holders of IPC 
Dissenting Shares who will incur the tax treatment as described in subparagraph (viii) above) and 
IPC Common Stock upon the exchange of their IPC Preferred Stock or IPC Common Stock for 
New IPC Preferred Stock or New IPC Common Stock, as the case may be, pursuant to the IPC 
Reincorporation Merger, and no gain or loss will be recognized by 'the holders, of New IPC 
Common Stock upon the, exchange of ,their New IPC Common Stock for Interstate Energy 
Common Stock pursuant to the IPCMerger, except that a holder of New IPC Common Stock that 
receives cash in lieu of.a fractional share interest in Interstate Energy Common Stock will 
recognize gain or loss equal to the difference between the cash received and the tax basis allocated 
to the fractional share interest. Any gain or loss recognized by a holder will constitute capital gain 
or loss if such holder's New IPC Common Stock with respect to which gain or loss is recognized is 
held as a capital asset at the Effective Time; 

(x) Assuming the IPC Reincorporation Merger and the IPC Merger are effected, the tax 
basis of the New IPC Preferred Stock or New IPC Common Stock received by a holder of IPC 
Preferred Stock or IPC Common Stock will be the same as such' holder's tax basis in the IPC 
Preferred Stock or IPC Common Stock that was exchanged pursuant to the IPC Reincorporation 
Merger, and the tax basis of the Interstate Energy Common Stock received by a holder of New IPC 
-Common Stock will be the same as such holder's tax basis in the New IPC Common Stock that 
was exchanged pursuant to the IPC Merger; 

(xi) Assuming the IPC Reincorporation Merger and the IPC Merger are'effected; the hold
ing period'of the New'IPC Preferred Stock or New IPC Common Stock received by a holder of IPC 
Preferred Stock or IPC Common Stock will include the holder's holding period with respect to the 
IPC Preferred Stock or IPC Common Stock that was exchanged pursuant to the IPC Reincorpora
tion Merger, and the holding period of the Interstate Energy Common Stock received by a holder 
of New IPC Common Stock will include the holder's holding period with respect to tfie New IPC 
Common Stock that.was exchanged pursuant to the IPC Merger (provided, in each case, that such 
stock was held as a capital asset at the Effective Time); and 
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(xii) No gain or loss will be recognized by a shareowner of WFPLH upon consummation of the 
Mergers.  

Accounting 'lTreatment 

The Mergers will be treated by the parties as a pooling of interests for accounting and financial 
reporting purposes. Under this method of accounting, the recorded assets and liabilities of WPLH, 'IES 
and IPC will be carried forward to the consolidated financial statements of Interstate Energy at their 
recorded amounts; income of Interstate Energy will include income of WPLH, IES and IPC for the 
entire fiscal year in which the Mergers occur; and the reported income of the separate corporations for 
prior periods will be combined and restated as income of Interstate Energy. The receipt by each of 
WPLH, IES and IPC of a letter from their respective independent accountants, stating that the 
Mergers will qualify as a pooling of interests, is a condition precedent to consummation 'of the 
Mergers. Representatives of Arthur Andersen LLP are expected to be present at the WPLH Meeting 
and the IES Meeting and representatives of Deloitte & Touche LLP are expected to be present at the 
IPC Meeting and in each case to be available to respond to questions, and will have. an opportunity to 
make a statement if they desire to do so. See "The Merger Agreement - Conditions to Each Party's 
Obligation to Effect the Mergers" and "Unaudited Pro Forma Combined Financial Information." 

Stock Exchange Listing of Interstate Energy Common Stock 

Application will be made for the listing on the NYSE of the shares of Interstate Energy Common 
Stock to be issued pursuant to the terms of the Merger Agreement. The listing on the NYSE of such 

shares, subject to notice of issuance, is a condition precedent to the consummation of the Mergers. So 
long as WPLH, IES and IPC continue to meet the requirements of the NYSE, WPLH Common Stock, 
IES Common Stock and IPC Common Stock, as the case may be, will continue to be listed on the NYSE 
until the Effective Time. So long as WPLH continues to meet the requirements of the BSE, the CSE 
and the PSE, the other national securities exchanges which list WPLH Common Stock, WPLH 
Common Stock will continue to be listed on the BSE, the CSE and the PSE. So long as IES and IPC 
continue to meet the requirements of the CSE and the PSE, and IES continues't6 meet the require
ments of the BSE and the PhSE, the other national securities exchanges which list IES Common 
Stock and IPC Common Stock, IES Common Stock and IPC Common Stock Will continue to be listed 
'on the CSE and the PSE, and the IES Common Stock will continue to be listed on the BSE and the 
PhSE, until the Effective Time.  

Redemption of Utilities Preferred Stock 

-If the Utilities Reincorporation Merger is necessary for regulatory.reasons, it is currently antici
pated that shares of Utilities Preferred Stock then outstanding will be redeemed by Utilities prior to 

the consummation of such merger in order to avoid the need to obtain a class vote of the holders of 

such' stock to approve the Utilities Reincorporation Merger. The Amended and Restated Articles of 

Incorporation of Utilities provides that the three outstanding series of Utilities Preferred Stock (i.e., 
4.30%, 4.80% and 6.10%) are currently redeemable in whole or in part at the option of Utilities at any 
time or from time to time on not less than 30 days' notice at $51.00 per share for the 4.30% Series, 
$50.25'per share for the 4.80o/ Series and $51.00 per' share for the 6.10% Series, together, in each case, 
with an amount equal to the accrued and unpaid dividends to and including the date of redemption'.  

Federal Securities Law Consequences 

All shares of Interstate Energy Common Stock and New IPC Preferred Stock (assuming the IPC 
Reincorporation Merger is effected) received by shareowners of IES and IPC in the Mergers will be 
freely transferable, except that shares of Interstate Energy Common Stock and New IPC Preferred 
Stock received by persons who are deemed to be "affiliates" (as such term is defined under the 
Securities Act) of WPLH, IES, IPC or New 'IPC prior to the 'Mergers may be resold by them only in 
transactions permitted by the resale provisions of Rule 145 promulgated under the Securities Act (or 
Rule 144, in the case of such persons who become affiliates of Interstate Energy or New IPC) or as 
otherwise permitted under the Securities Act. Persons who may be deemed to be affiliates of Inter

state Energy, WPLH, IES, IPC or New IPC generally include individuals or entities that control, are 
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controlled by, or are under common control with, such party and may include certain officers and 
directors of such party as well as principal shareowners of such party. The Merger A eement requires 
each of WPLH, IES and IPC to use all reasonable efforts to cause each of its affiliates to execute a 
written agreement to the effect that such affiliate will not offer or sell or otherwise dispose of (i) any 
shares of WPLH,. IES, IPC or Interstate Energy during the period beginning 30. days prior to the 
Effective Time and continuing until such time as results covering at least 30 days of post-Effective 
Time operations of Interstate Energy have been published or (ii) any of the shares of Interstate 
Energy Common Stock or New IPC Preferred Stock issued to such affiliate in or pursuant.to the 
Mergers in, violation of the Securities Act or the rules and regulations promulgated by the SEC 
thereunder.  

This Joint Proxy Statement/Prospectus does not cover resales of Interstate Energy Common 
Stock or New IPC Preferred Stock received by any person who may be deemed to be an affiliate of 
WPLH, IES, IPC, New IPC or Interstate Energy.  

No Wisconsin Dissenters' Rights 
The WBCL does not give WPLH shareowners the right to dissent from, and obtain payment of the 

fair value of their shares in connection with, the matters to be considered at the WPLH Meeting.  

Iowa Dissenters' Rights 

The IBCA provides dissenters' rights for shareholders who object to the IES Merger and-meet the 
requisite statutory requirements contained in Sections 490.1301 through 490.1331 of the IBCA.  
Sections 490.1301 through .490.1331 of the IBCA are reprinted in their entirety as Annex P to this 
Joint Proxy Statement/Prospectus.  

The following discussion includes all material elements of the IBCA relating to dissenters' rights 
but is not a complete statement of the.provisions of Sections 490.1301 through 49,0.1331 of the IBCA 
and is qualified in its entirety by reference to Annex P hereto and to any amendments to such sections 
as may be adopted after the date of this Joint Proxy Statement/Prospectus. THIS DISCUSSION AND 
ANNEX P SHOULD BE REVIEWED CAREFULLY BY ANY HOLDER OF IES COMMON STOCK WHO 
WISHES TO EXERCISE STATUTORY DISSENTERS' RIGHTS OR WHO WISHES TO PRESERVE THE 
RIGHT TO DO;SO BECAUSE FAILURE STRICTLY TO COMPLY WITH THE PROCEDURES SET 
FORTH HEREIN AND THEREIN WILL RESULT IN THE LOSS OF DISSENTERS' RIGHTS.  

A shareholder may dissent as to less than all of the shares of capital stock registered in the.name 
of such shareholder only if such shareholder dissents with respect to all shares beneficially owned by 
any one person andnotifies IES in writing of the name anl.address of each person on whose behalf 
such shareholder asserts dissenters' rights. The rightslof a partial dissenter are determined as if the 
shares of capitalstock as to which the shareholder dissents and such shareholder's other shares of 
capital stock were registered in the names of different shareholders. A beneficial shareholder may 
assert 'dissenters' rights as to shares held on such shareholder's behalf only if such shareholder 
(i) submits to IES the record shareholder's written consent to the dissent not later than the time the 
beieficial shareholder asserts dissenters' rights and (ii) asserts dissenters' rights with respect to all 
shares of capital stock of which the shareholder is the beneficial shareholder or over which such 
beneficial shareholder has the power to direct the vote.  

The IBCA requires that a shareholder who wishes to assert dissenters' rights (i) deliver to IES, before the vote is taken, written notice of the shareholder's intent to demand payment for shares of 
common stock if the IES Merger is consummated and (ii) not vote such shares of capital stock in favor 
of the Mergers.'Any such notice by shareholders of IES must be received by IES at IES Tower, 200 First 
Street-S.E., Cedar Rapids, Iowa 52401, Attention: Vice President, General Counsel and Secretary, prior to 
such vote. A vote against the Merger Agreement will not satisfy.the notice requirement. The submis
sion by. a shareholder of a blank proxy card or one voted in favor of the Merger Agreement (if not 

78



revoked) will count as a vote in favor of the Merger Agreement and will serve to waive dissenters' 
rights. However, failure to return a proxy or to vote against or abstain from voting will not serve to 
waive such rights.  

Within ten days after the date on which the Merger Agreement is approved by its shareholders, 
IES must deliver a written dissenters' notice to all of its shareholders that have given a written notice 
and not voted in favor of the Merger Agreement in accordance with the preceding paragraph. The 
dissenters' notice will (i) state where the payment demand must be sent and where and when 
certificates for shares of capital stock must be deposited, (ii) supply a form for demanding payment 
that includes the date of the first announcement to the news media or to shareholders of the terms of 
the proposed IES Merger and which requires that the shareholder asserting dissenters' rights certify 
whether or not such shareholder acquired beneficial ownership of the shares before such date, (iii) set 
a date by which IES must receive the payment demand, which date will be not less thai 30 nor more 
than 60 days from the date such dissenters' notice is delivered, and (iv) be accompanied by the 
relevant sections of. the IBCA.  

A shareholder who has received a dissenters' notice as described above and who wishes to assert 
dissenters' rights must demand payment, certify whether the shareholder acquired beneficial owner
ship of the shares before the date set forth in the dissenters' notice and deposit the certificate 
representing the shares in accordance with the terms of the notice. A shareholder who does not 
demand payment or deposit the shareholder's share certificates where required, each by the date set 
in the dissenters' notice, is-not entitled to payment for the shareholder's shares.  

Upon receipt of the payment demand, or at the Effective Time, whichever occurs later, Interstate 
Energy must pay each dissenting shareholder that has complied with the provisions of the IBCA the 
amount estimated to be the fair value of the dissenter's shares, plus accrued interest from the 
Effective Time to the date of payment at the average rate paid by Interstate Energy on its bank loans 
or, if none,' at a rate that is fair and equitable under all the circumstances. Stich payment must be 
accompanied by certain financial data relating to Interstate Energy and other specified information as 
required by the IBCA. If the proposed IES Merger is not effected within 60 days after the date set for 
demanding payment and depositing the capital .share certificates, IES will return the deposited 
certificates and, if the IES Merger is subsequently effected, Interstate Energy will deliver a new 
dissenters'. notice as if the corporate action was taken without the vote of the shareholders and repeat 
the payment demand procedure. Interstate Energy may elect to withhold payment from a dissenting 
shareholder unless the dissenting shareholder was the beneficial owner of the shares before the date 
set forth in the dissenters' notice as the 'date of the first announcement of the terms of the proposed 
IES Merger. If Interstate Energy so elects to withhold payment, it must, after the Effective.Time, 
estimate the fair value of the shares,.plus accrued interest at the rate described above, and pay such 
amount and, provide certain other specified information as set forth in the IBCA to each 'such 
dissenting shareholder who agrees to accept it in full satisfaction of the dissenter's demand..: 

Shareholders considering seeking dissenters' rights should be aware that the "fair value" of their 
shares of IES Common Stock determined under Sections 490.1301through .490.1331 of the IBCA 
could be more than, the same as or'less than the market value of such securities and that opinions of 
investment banking firms as to fairness, from a financial point of view, may not provide a reliable 
guide to.fair value under Sections 490.1301 through 490.1331. If.(i) the dissenter believes that the 
amount offered or paid is less than the fair value of the dissenter's shares or that the interest due is 
incorrectly calculated, (ii) Interstate Energy fails to make payment within 60 days after the date set 
for demanding payment, or (iii) IES, having failed to effect the Mergers, does not return the deposited 
certificates within 60 days after the date set for demanding payment, dissenters may, within 30 days 
after the payment was made or offered, notify Interstate Energy or IES, as the case may be, in writing 
of the dissenting shareholder's own estimate of the fair value of the shares and the amount of interest 
due, and demand payment of the fair value of such shares and interest so calculated less payments 
received by such dissenting shareholder, if any. A dissenter waives the right to demand payment as, 
described in this paragraph unless the dissenter notifies Interstate Energy of the dissenter's demand 
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within 30 days after Interstate Energy made or offered payment for the dissenter's shares. If demand 
of a dissenter for payment remains unsettled, Interstate Energy must (i) commence a proceeding in 
the Iowa District Court for Linn County, Iowa, within 60 days after receiving the payment demand to 
determine the fair value of the shares and accrued interest or (ii) pay to each such dissenter the 
amount demanded. The costs of a proceeding, including the reasonable compensation and expenses of 
appraisers appointed by the court, will generally be assessed against Interstate Energy. The court may, 
however, assess such court costs, including the fees and expenses of counsel and experts, against a 
dissenter that is found by the court to have acted arbitrarily, vexatiously or not in good faith in 
demanding payment.  

Delaware Dissenters' Rights 
In connection with the Mergers, holders of shares of IPC Preferred Stock are entitled to appraisal 

rights under Section 262 of the DGCL ("Section 262") as to shares owned by them. Section 262 is 
reprinted in its entirety as Annex Q to this Joint Proxy Statement/Prospectus. All-references in this 
summary to a "stockholder" are to the record holder of the shares of IPC Preferred Stock as to which.  
appraisal rights are asserted. A person having a beneficial interest in shares of IPC Preferred Stock 
that are held of record in the name of another person, such as a broker or nominee, must act promptly 
to cause the record holder to follow'the steps suirmarized below properly and in a timely manner to 
perfect whatever appraisal rights the beneficial owner may have.  

The following discussion includes all material elements of the law relating to appraisal rights but 
is not a complete statement of such rights and is qualified in its entirety by reference to Annex Q. THIS 
DISCUSSION AND ANNEX Q SHOULD BE REVIEWED CAREFULLY BY ANY HOLDER OF TPC 
PREFERRED STOCK WHO WISHES TO EXERCISE STATUTORY APPRAISAL RIGHTS OR WHO 
WISHES TO PRESERVE THE RIGHT TO DO SO BECAUSE FAILURE STRICTLY TO COMPLY WITH 
THE PROCEDURES SET- FORTH HEREIN AND THEREIN WILL. RESULT IN THE LOSS OF 
APPRAISAL RIGHTS.  

Each stockholder electing to demand the appraisal of his or her shares of IPC Preferred Stock must 
deliver to IPC, before the taking of the vote on the Mergers at the IPC Meeting, a written demand for 
appraisal of his or her shares of IPC Preferred Stock. Any such stockholder must mail or deliver his or her 
written demand-to the Secretary of IPC at 1000 Main Street, Dubuque, IA 52001. The written demand for 
appraisal -must specify the stockholder's name and mailing address, the number of shares of IPC 
Preferred Stock owned, and that the stockholder is thereby demanding appraisal of his or her shares 
of IPC Preferred Stock.,Because the holders of IPC Preferred Stock will not vote on approval of the Merger 
Agreement and the transactions contemplated thereby, the failure of a holder of IPC Preferred Stock to vote 
against approval of the Merger Agreement will not affect such holder's ability. to demand or perfect 
appraisal rights. Appraisal rights will not be available under Section 262 if the stockholder does not 
continuously hold through the Effective Time the shares of IPC Preferred Stock with respect to which 
he, she or it demands appraisal. Within ten days after the Effective Time, IPC must provide notice of 
the Effective Time to all stockholders who have complied with Section 262.  

A demand for appraisal must be executed by or for the stockholder of record, fully and correctly, as 
such stockholder's name appears on the IPC Certificate or Certificates. If the shares of IPC Preferred 
Stock are owned of record in a fiduciary capacity, such as by a trustee, guardian or custodian, such 
demand must be executed by the fiduciary. If the shares of IPC Preferred Stock are owned of record by 
more than one person, as in a joint tenancy or tenancy in common, such demand must be executed by 
all joint owners. An authorized agent, including an agent for two or more joint owners, may execute 
the demand for appraisal for a stockholder of record; however, the agent must identify the record 
owner and expressly disclose the fact that, in exercising the demand, such person is acting as agent for 
the record owner.  

A record owner, such as a broker, who holds shares of IPC Preferred Stock as nominee for others, 
may exercise appraisal rights with respect to the shares of IPC Preferred Stock held for all or less than 
all beneficial owners of shares of IPC Preferred Stock as to which such person is the record owner. In 
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such case the written demand must set forth the number of shares of IPC Preferred Stock covered by 
such demand. Where the number of shares of IPC Preferred Stock is not expressly stated, the demand 
will be presumed to cover all shares of IPC Preferred Stock outstanding in the name of such record 
owner., Beneficial owners who are not record owners and who intend to exercise appraisal rights 
should instruct the record owner to comply strictly with the statutory, requirements with respect to 
the exercise of appraisal rights before the taking of the .vote on the Mergers at the IPC Meeting.  

Within 120 days after the Effective Time, either the surviving corporation in the IPC Merger or 
any stockholder who has complied with the required conditions of Section 262 may file a petition in 
the Delaware Chancery Court demanding a determination of the value of the shares of IPC Preferred 
Stock. If a petition for an appraisal is timely filed, after a hearing on such petition, the Delaware 
Chancery Court will determine which stockholders are entitled to appraisal rights and will appraise 
the shares of IPC Preferred Stock owned by suchstockholders determining the fair value of such 
shares of IPC Preferred Stock, exclusive of any element of value arising from the accomplishment or 
expectation of the IPC Merger, together with a fair rate.of interest, if any, to be paid upon the amount 
determined to be the fair value. In determining such fair value, the -Delaware Chancery Court is to 
take into account all relevant factors. In Weinberger v. UOP Inc., et al., decided February 1, 1983, the 
Delaware Supreme Court discussed the factors that could be considered in determining fair value in 
an appraisal proceeding, stating that "proof of value by any techniques or methods which are gener
ally considered acceptable in the financial community and otherwise admissible in court" should be 
considered and that "fair price obviously requires consideration of all relevant factors involving the 
value of a company." The Delaware Supreme Court stated that in making this determination of fair 
value the court must consider market value, asset value, dividends, earnings prospects, the nature of 
the enterprise and any other facts which could be ascertained'as of the date of the merger which throw 
any light on- future prospects of the merged corporation. Section 262 provides that fair value is to be 
"exclusive of any element of value arising from the accomplishment or expectation of the merger." In 
Weinberger, the Delaware Supreme Court construed Section 262 to mean that "elements of future 
value, including the nature of the enterprise, which are known or susceptible of proof as of the date of 
the merger and not the product of speculation, may be considered." 

Stockholders considering seeking appraisal should have in mind that the "fair value" of their 
shares of IPC Preferred Stock determined under Section 262 could be more than,, the same as or less 
than the market value of such securities. The cost of the appraisal proceeding may be determined by 
the Delaware Chancery Court and taxed against the parties as the Delaware Chancery Court deems 
equitable in the circumstances. Upon application of a dissenting stockholder, the Delaware Chancery 
Court may order that all or a portion of the expenses incurred by any dissenting stockholder in 
connection with the appraisal proceeding, including without limitation, reasonable attorneys' fees 
and .the fees and expenses 'of experts, be charged pro rata against the value of all shares of IPC 
Preferred Stock'entitled to appraisal.  

Within 120 days after the Effective Time, any stockholder who has complied with the require
ments for exercise of appraisal rights, as discussed above, is entitled; upon written request, to receive 
from the survivirig'corporation in the IPC.Merger, or the IPC.Direct Merger, as the case may be, a 
statement setting forth the aggregate number of shares of IPC. Preferred Stock with respect to which 
demands for appraisal have been made and the aggregate number of holders of such shares. Such 
statement must be mailed within 10 days after the written request therefor has been received by the 
surviving corporation in the IPC Merger, or the IPC Direct Merger, as the case may be.  

Any stockholder who has duly demanded appraisal in compliance with Section 262 will not, from 
and after the Effective Time, be entitled to vote for any purpose the shares of IPC Preferred Stock 
subject to such, demand or to receive payment of dividends or other distributions on such shares of IPC 
Preferred Stock, except for dividends or distributions payable to stockholders of record at a date prior 
to the Effective Time.  
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At any time within 60 days after the Effective Time, any stockholder shall have, the right to 
withdraw his or her demand for appraisal and to accept the terms offered in-the Mergers whereby such 
holder will obtain a like number of shares of New IPC Preferred Stock if'the IPC Reincorporation 
Merger is effected or retain his or her shares of IPC Preferred Stock if the IPC Direct Merger is 
effected; after this period, the stockholder may withdraw his or her demand for appraisal only with the 
consent of the surviving corporation in the IPC Merger or the IPC Direct Merger, as the case may be. If 
no petition for appraisal is filed with the Delaware Chancery Court within 120 days after the Effective 
Time, stockholders' rights to appraisal shall cease. Inasmuch as IPC will have no obligation to file 
such a petition, and has no present intention to do so, any stockholder who desires such a petition to be 
filed is advised to file it on a timely basis. However, po petition timely filed in the Delaware.Chancery 
Court demanding appraisal shall be dismissed as to any stockholder without the approval of the 
Delaware Chancery Court, and such approval may be conditioned upon such terms as the Delaware 
Chancery Court deems just. Any holder of IPC Preferred Stock who effectively withdraws his or her 
demand for appraisal, or whose right to an appraisal shall cease, shall be deemed to have lost such 
holder's appraisal rights.  

REGULATORY MATTERS 

As indicated below, consummation of the Mergers is subject to numerous regulatory approvals, 
which are.presently anticipated to be received during the first half of 1997. Set forth below is a 
summary of the material regulatory requirements affecting the Mergers.  

State A!pprovals and Related Matters 
WP&L isl subject to the jurisdiction of the Wisconsin Commission with respect to retail utility 

service provided in Wisconsin. WPLH and WP&L are each public utility holding companies under the 
Wisconsin Holding Company Act and are subject to-the jurisdiction of the Wisconsin Commission. A 
wholly-owned subsidiary of WP&L with utility operations in Illinois is subject to the jurisdiction of the 
ICC with respect to its operations.  

Utilities is currently subject to the jurisdiction, of the IUB with respect to its utility operations in 
Iowa:; IPC is subject to the jurisdiction' of the IUB, the ICC and the Minnesota Commission With 
respect to its utility operations in Iowa, Illinois and Minnesota.  

Applications for approval of the Mergers and related transactions, including, in the case-of certain 
commissions, the issuance of securities in' -connection therewith, were initially filed' in early 
March1996 with the.Wisconsin Commission, the IUB, the ICC and the Minnesota Commission.  

Interstate Energy will remain a public utility holding company under the' Wisconsin Holding 
Company Act.and will remain subject to the jurisdiction of the Wisconsin Commission. The following 
is a brief summary of 'certain provisions of the Wisconsin Holding Company Act that will continue to 
apply td Interstate Energy after the Effective Time.  

The Wisc6nsin Holding Company Act prohibits any person from forming a public utility holding 
company or acquiring or holding more than 10% of the outstanding voting securities of a public utility 
holding company, without Wisconsin Commission approval. The Wisconsin Commission, if it finds the 
capital of any public utility affiliate will be impaired by payment of a dividend, may order the utility 
affiliate to limit or cease payment of dividends to the public utility holding company. Various transac
tions by a public utility affiliate with. others in the public utility holding company system are prohib
ited, including lending money, guaranteeing obligations, combined advertising, providing utility 
service on terms different from those for other consumers in the same class, 'and, without Wisconsin 
Commission approval after establishment that the utility affiliatewill be'paid at fair market value, 
certain sales or leases of real property and use of services of utility employees. The Wisconsin Holding 
Company Act prohibits (i) any public utility affiliate from providing any non-utility product or service 
in a manner or at a price that unfairly discriminates against any competing provider; (ii) any non
utility activity from being subsidized materially by the customers of any public utility in the system; 
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(iii) the operation of the system:in any way which materially impairs the credit, ability to acquire 
capital on reasonable terms or ability to provide safe, reasonable, reliable and adequate utility service, 
of any public.utility affiliate in the system; (iv) any transfer by a public utility affiliate to any other 

system company of any confidential public utility information, including customer lists, for any non
utility purpose, unless the Wisconsin Commission has approved the transfer; and (v) any termination 
of the system's interest in a public utility affiliate without Wisconsin Commission approval. Other 

statutory provisions which pre-existed the Wisconsin Holding Company Act include requirements for 
submission to the Wisconsin Commission for approval of certain contracts or other arrangements for 
furnishing property or services between a public utility and an affiliate.  

The Wisconsin Holding Company Act also limits non-utility diversification, in that, stated gener
ally, thenet book.value of the assets (other than investment. in system affiliates) of all non-utility 
affiliates may not.exceed the sum of 25% of:the 'net book value of the assets of all electric utility 
affiliates and a percentage, to be determined-by the Wisconsin Commission (but not less than 25%),.of 
the net book value of the assets of. all other public utility affiliates.;Based on an applicable review of 
legislative history and principles of statutory interpretation, WPLH, IES and IPC believe and intend 
to take appropriate action -to establish,that the utility subsidiaries of Interstate Energy following 
consummation of the Mergers will qualify as "public utility affiliates" of Interstate Energy within the 

meaning of the Wisconsin Holding Company Act. If, .however, IPC. and Utilities, as presently consti
tuted, were to be deemed nonutility affiliates (because they are not Wisconsin utilities or Wisconsin 

corporations), the parties reserve the right to take such action as may be required to cau'se IPC and 
Utilities to be treated as "public.utility affiliates" for purposes of the Wisconsin Holding Company 
Act. Under the alternative structure set forth in the Merger Agreement, IPC and Utilities would 
become Wisconsin corporations and acquire certain of the water utility operations currently con
ducted by WP&L within the State of Wisconsin. The parties currently- intend to seek regulatory 
approval to effect the transactions under either 'structure. Although the parties believe that, the 

Mergers can be consummated under either or both 'structures. in compliance 'with the Wisconsin 
Holding 'Company Act, that statute has not.been authoritatively construed, and no assurance as to the 
interpretation of the Wisconsin Holding Company Act can be given.  

.'In addition, the Wisconsin Holding Company Act requires the WisconsinCommission to periodi
callyinvestigate the impact of the operation of every holding company system on every public utility 
affiliate in the system and to determine whether each non-utility affiliate does, or can reasonably be 
expected to do,. at, least one of the following: (i) substantially retain, attract or promote business 
activity or employment or provide capital to businesses within the service territory of any public 
utility affiliate or certain others, (ii) increase or.promote energy conservation or develop, produce or 
sell renewable energy products or equipment, (iii) conduct a business that is functionally related to 
the provision of utility service or to the development or acquisition of energy resources,. and 
(iv) develop or operate commercial 6r' industrial parks in' the service territory of any public utility 
affiliate. WPLH and IES believe that their existing non-utility businesses meet the requirements 'of 
the Wisconsin Holding Company Act. The Wisconsin Commission also is authorized to 'order a holding 
company to terminate its interest in a public utility. affiliate if the Wisconsin Commission finds that, 
based upon clear and convincing -evidence, termination of the interest is necessary to protect the 
interest of utility investors in a financially healthy utility and the interest of consumers in reasonably 
adequate utility 'service at a just and reasonable price.  

Given WPLH's experience of operating under the Wisconsin Holding Company Act, WPLH, IES 
and IPC do not expect the restrictions of the Wisconsin Holding Company Act to have a materially 
adverse effect upon the operations, of Interstate Energy following the Mergers.  

-Unde* either transaction structure* described above, IPC's utility operations would 'remain' sub
ject' to regulatioi by the IUB, the ICC and the Minnesota Commission, Utilities' utility 'operations 
would remain subject to regulation by the IUB and WP&L's utility operations would remain subject to 
regulation' by the Wisconsin Commission. In addition, under the reincorporation structure, New 
Utilities and New IPC would become Wisconsin utilities by virtue of their acquisitions of certain water 
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utility properties from WP&L and would become subject to the jurisdiction of the Wisconsin Commis
sion with'respect to such water utility service. Based on historical experience and preliminary discus
sions: with the staff of the Wisconsin Commission, WPLH, IES. and IPC believe that, under the 
reincorporation structure, the Wisconsin Commission would not seek to regulate activities of New 
Utilities and New IPC following the Mergers other than those activities directly related to the water 
utility properties and the provision of water utility service in the State of Wisconsin.  

Public Utility Holding Company Act of 1935 
Interstate Energy is required to obtain SEC approval under Section 9(a)(2) of the 1935 Act in 

connection with the Mergers. Section 9(a)(2) of the 1935 Act provides thatit is unlawful for any person 
to acquire any security of any public utility company if that person owned, or by virtue of that 
transaction will come to own, 5% or more of the voting securities of that public utility company and of 
any other public utility company, withoutCthe prior approval of the SEC. An application for approval of 
the Mergers will be filed by WPLH, IES and IPC at the appropriate time. Under the applicable 
standards of the 1935 Act, the SEC is directed to approve a proposed acquisition unless it finds that 
(i) the acquisition would tend towards detrimental interlocking relations or a detrimental concentra-.  
tion of control, (ii) the consideration to be paid in connection with the acquisition is not reasonable, 
(iii) the acquisition would unduly complicate the capital structure of the applicant's holding company 
system or would be detrimental to the public interest or the interest of investors or consumers'or the 
proper, functioning of the applicant's holding company system, or (iv) the acquisition would violate 
applicable state law. In order to approve a proposed acquisition, the SEC must also find that the 
acquisition would tend towards the 'economical and efficient development of an integrated public 
utility system and would otherwise conform to the 1935 Act's integration and corporate simplification 
standards: 

WPLH is currently exempt from' the registration and other requirements of the 1935 Act, other 
than from Section.9(a)(2) thereof, pursuant to an order of the SEC under Section 3(a)(1) of the.1935 
Act. The basis of the exemption under Section 3(a)(1) is that WPLH.and its public utility subsidiaries 
are predominantly intrastate in character and carry on their businesses substantially in a single state 
in which they are organized (Wisconsin). IES is also currently exempt from the registration and other 
requirements of the 1935 Act, other than from.Section 9(a)(2) thereof, pursuant to an order of the SEC 
under Section 3(a)(1) of the 1935 Act. The basis of the exemption under Section 3(a)(1) is-that IES and 
its public utility subsidiaries are predominantly intrastate in character and carry on their businesses 
substantially in a single state in which they are organized (Iowa). IPC is currently not subject to the 
requirements of the 1935 Act because it is not a public utility holding company within the definition-of 
the 1935 Act.. The Section 3(a)(1) exemption under which WPLH and IES currently operate will not be 
available to Interstate Energy after consummation of the Mergers' 

Accordingly, upon consummation of the Mergers, Interstate Energy must register as a holdiig' 
company undei the' 1935 Act. The 1935 Act imposes numerous restrictions on the operations,'of a 
registered holding company 'and its subsidiaries and affiliates. Subject to limited exceptions, SEC 
approval is required under the 1935 Act for a registered holding company or any of.its subsidiaries 
to: (i) issue' securities, (ii) acquire utility assets from a third person, (iii) acquire any. securities of 
another public utility, (iv) amend its articles of incorporation, or (v) acquire stock, extend credit, pay 
dividends, lend money or invest in any manner in any other businesses. SEC approval under the 1935 
Act also will be required for certain proposed transactions relating to the Mergers. For example, SEC 
approval' will be required for Interstate Energy's issuance of securities pursuant to'employee benefit 
plans and the establishment of a service company to provide various administrative and support 
services to Interstate Energy and certain of its subsidiaries. The 1935 Act also limits the ability of 
registered holding companies to engage in non-utility ventures and regulates holding company system 
service companies and the rendering of services by holding company affiliates to the system's utilities.  
WPLH, IES and IPC believe the foregoing restrictions and limitations imposed by the 1935 Act in its 
current form may limit possible operations of Interstate Energy following the Mergers. However, 
WPLH, IES and IPC believe the benefits of the Mergers exceed the potential adverse effects of such 
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1935 Act regulation. In reaching this determination, WPLH, IES and IPC concluded that there are 

various registered public utility holding companies which have operated successfully within the 
limitations imposed under the 1935 Act. In addition, WPLH, IES and IPO considered existing initia
tives to lessen the impact of the 1935 Act and the legislation to repeal the 1935 Act, all of which are 
discussed below.  

. In addition, the SEC historically has interpreted the 1935 Act to preclude registered holding 
companies, with limited exceptions, from owning both electric and gas utility systems. Although the 
SEC has recently recommended: that registered holding companies be allowed to hold both gas and 
electric utility operations if the affected states agree, it remains possible that the SEC may require as a 
condition to its approval of the Mergers that WPLH, IES and IPC divest their gas utility properties 
and possibly certain non-utility ventures of WPLH and IES within a reasonable time'.after the 
Mergers. In a few cases, the SEC has allowed the retention of such properties or deferred the question 
of divestiture for a substantial period of time. In those cases in which divestiture has taken place, the 
SEC has usually allowed enough time to complete the divestiture so as to allow the applicant to 
complete an orderly sale of the divested assets. WPLH, IES and IPC believe there are strong policy 
reasois and prior SEC decisions which support their retention of existing gas utility properties and 
non-utility ventures, or, alternatively, which support deferring. the question of divestiture for a' 
substantial period of time. Accordingly, WPLH, IES and IPC will request in their 1935 Act application 
that Interstate Energy be allowed to retain, or, in the alternative, that the qu6stion of divestiture be 
deferred with respect to, the existing gas utility properties and non-utility ventures of WPLH, IES and 
IPC. Should the SEC deny this request, a required divestiture could, under certain circumstances, be 
at a price below fair market value or otherwise on terms deemed unsatisfactory by Interstate Energy 
and could have a materially adverse effect on the operations, earnings and financial. condition of 
Interstate Energy.  

On June 20, 1995, the SEC issued a series of new proposed regulations that are designed, among 
other things, to ease the restrictions on and regulation of the activities of registered holding compa

nies, including investment by registered holding companies in non-utility businesses. At the same 
time, the SEC's Division of Investment Management (the "Division") issued a report of legislative 
and administrative recommendations, including the Division's preferred recommendation that Con
gress repeal the 1935 Act, subject to the transfer of certain authority over the books and records of 
registered holding companies to state utility commissions and to the FERC. The report also recom
mended liberalizing the SEC's interpretation of the 1935 Act to permit registered holding companies.  
to own both electric and gas utility systems where the affected states concur. After the release of the 
report, legislation to repeal the 1935 Act was introduced in Congress and is pending. There is no 
assurance that the legislation to repeal the 1935 Act will be enacted or that regulations proposed by 
the SEC will be implemented or that the recommendations made in the Division's report will be 
adopted. To the extent that some or all'of the regulations and recommendations are implemented, 
however, restrictions on and regulation of Interstate Energy's activities may be reduced or eliminated,.  
and Interstate Energy's ability to retain ownership of the gas utility properties and some or all of the 
non-utility ventures currently operated by WPLH, IES and IPC would be enhanced.  

Federal Power Act 

Section 203 of the Federal Power Act provides that no public utility shall sell or otherwise dispose 
of its jurisdictional facilities or, directly or indirectly, merge or consolidate such facilities. with those of 

any other person or acquire any security of any other public utility without first having obtained 
authorization from the FERC. The approval of the FERC is required in order to consummate the 
Mergers. Under Section 203 of the Federal Power Act, the FERC will approve a merger if it finds the 
merger "consistent with the public interest." In reviewing a merger, the FERC generally has evalu
ated: (i) whether the merger will adversely affect competition, (ii) whether the merger will adversely 
affect operating costs and rates, (iii) whether the merger will impair the effectiveness of regulation, 
(iv) whether the purchase price is reasonable, (v) whether the merger is the result of coercion, and . (vi) whether the accounting treatment is reasonable. It should be noted, however, that certain FERC 
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commissioners have called for FERC to reevaluate its merger policy; and it cannot be predicted how 
any such reevaluation would affect the FERC's review of the Mergers. On Marci 1; 1996, WPLH,1ES 
and IPC. filed a combined application with the FERC requesting that the FERC approve the Mergers 
under Section;203 of the Federal Power Act (the "FERC. Application"),. Following the filing of the 
FERC Application, certain parties, including several consumer-owned municipal electric utilities, 
intervened in the FERC proceeding. The intervenors have raised issues regarding their access to 
transmission facilities following consummation of the Mergers and the impact'of the Mergers on 
existing power supply agreements. It is presently anticipated that such 'issues will be favorably 
resolved and will not adversely impact the FERC proceedings relative to 'approval of the Mergers.  
Based on recent FERCproceedings and prior experience, WPLH, IES and IPC believe that FERC will 
reject several df the issies raisedby the intervenors and that any remaining issues Will be susceptible 
to successful resolution through negotiations with the intervening parties.' 

In addition, Utilities and IPC hold certain certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act. The Mergers will constitute transfers of the certificates of public 
convenience and necessity, requiring approval from the FERC..  

Furthermore, prior to the IPC Reincorporation Merger and the Utilities Reincorporation Merger, 
if such mergers are to be effected, the approval of the FERC under Section 204 of the Federal Power 
Act is required! for New IPC and New Utilities to assume the debt of IPC and Utilities, respectively.  
Antitrust Considerations 

The HSR Act and the rules and regulations promulgated thereunder provide that certain tran sac
tions (including the Mergers) may not be consummated until certain information has been submitted 
to the Antitrust Division of the Department of Justice (the "Antitrust Division") and the Federal 
Trade Commission (the "FTC") and specified HSR Act waiting period requirements have been 
satisfied. On June 7, 1996, WPLH, IES and IPC filed their premerger notification forms pursuant to 
the HSR Act and on July 7, 1996 the HSR Act waiting period expired. The expiration of the HSR Act 
waiting period does not preclude the Antitrust Division or the FTC from challenging the Mergers on 
antitrust grounds. However, neither WPLH, IES nor IPC believes that the Mergers will violate federal 
antitrust laws. !With the 'expiration of the waiting period; there are no remaining federal 'antitrust 
issues to be resolved in order to consummate the Mergers. If the Mergers are not consummated within 
12 months after the expiration of the initial HSR Act waiting period, WPLH, IES and IPC would be 
required to submit new information to the Antitrust Division and the FTC, and a new HSR Act 
waiting period would have to expire or be earlier terminated before the Mergers' could be 
consummated.  

Atomic Energy Act 
Utilities holds an NRC operating license authorizing Utilities to 'hold an ownership interest in the 

Duane Arnold Energy Center and to operate the facility. WP&L also holds anr NRC operating license 
authorizing WP&L to hold an ownership interest in the Kewaunee nuclear generating facility. The 
Atomic Energy Act 'provides that no NRC license may be transferred, assigned, or in any manner 
disposed of, directly or indirectly, through transfer of control of any license to any person unless the 
NRC finds that 'the transfer is in accordance with the Atomic Energy Act and consents to the transfer.  
WPLH and IES will seek any approvals required from the NRC pursuant to the Atomic Energy Act to 
reflect the fact that New Utilities or Utilities, as the case may be, and WP&L will continue to hold 
their existingNRC licenses as operating company subsidiaries of Interstate Energy upon the consum
mation of the Mergers.  

Other 

Utilities and IPC possess municipal franchises and environmental permits and licenses that may 
need to be renewed or replaced as a result of the Mergers. Utilities and IPC do not anticipate any 
difficulties at the present time in obtaining such renewals.or replacements.  
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General 
Under the Merger Agreement, WPLH, IES and IPC have agreed to use all reasonable efforts to 

obtain all necessary material permits, licenses, franchises and other governmental authorizations 
necessary or advisable to consummate or effect the transactions contemplated by the Merger Agree
ment. Various parties may seek to intervene in 'these proceedings to oppose the Mergers or to have 
conditions imposed upon the receipt of necessary approvals. While WPLH, IES and IPC believe that 
they will receive the requisite regulatory approvals for the Mergers, there can be no assurance as to 
the- timing of such approvals or the ability of such parties to obtain such approvals on satisfactory 
terms or otherwise.  

It is a condition to the consummation of the Mergers that final orders approving the Mergers be 
obtained from the various federal and state regulatory bodies described above on terms and conditions 
which would not have, or would not be reasonably likely to have, a material adverse effect on the 
business, assets, financial condition, -results of operations or prospects of Interstate Energy or which 
would be materially inconsistent with the agreements of the parties contained in the Merger Agree
ment. There can be no assurance that any such approvals will not contain' terms or conditions that 
cause such approvals to fail to satisfy such condition -to the consummation of the Mergers. Should any 
approvals contain terms or conditions unsatisfactory to WPLH, IES or IPC, such party may waive 
such condition to consummation of, and may proceed with, the Mergers. Any determination to waive a 
condition would' depend upon the facts and circumstances existing at the time of 'such waiver and 
would be made by the waiving party's Board of Directors, exercising its fiduciary duties to its 
shareowners. Such facts and circumstances may be different than the facts and circumstances ex
isting at the time the parties entered into the Merger Agreement or at the time of the WPLH Meeting, 
the IESMeeting or the IPC Meeting and could be more or less favorable to WPLH, IES, IPC or their 
respective shareowners than such earlier facts and circumstances. No shareowner approval will be 
required or sought for any such waiver, and the shareowners' approval of the Merger Agreement 
constitutes approval of such waivers as may be granted by the WPLH' Board, the IES Board or the IPC 
Board, as the case may be, in its discretion.  

THE MERGER AGREEMENT 

The following is a brief summary of 'Certain provisions of the Merger Agreement; which is 
attached as Annex A and is incorporated -herein by reference. This summary is qualified in its entirety 
by reference to the Merger Agreement.  

The Mergers 
The Merger Agreement provides that, following the approval of the Merger Agreement by the 

shareowners of WPLH, IES and IPC, and the satisfaction or waiver of the other conditions to the 
Mergers, including obtaining the requisite regulatory approvals and, if the Utilities Reincorporation 
Merger is' to be effected, the redemption of the then. issued and outstanding shares of Utilities 
Preferred Stock, either the IES Merger and the IPC Direct Merger will be effected or the IPC 
Reincorporation Merger, the IES Merger, the IPC Merger and the Utilities Reincorporation Merger.  
will be effected.  

If the Merger Agreement is approved by the shareowners of WPLH, IES and IPC, and the other 
conditions to the Mergers are satisfied or waived, the closing of the Mergers (the "Closing") will take 
place on the second business day immediately following the date on which the last of the conditions 
referred to below under "- Conditions to Each Party's Obligation to Effect the Merger" is fulfilled or 
waived, or at such time and date as WPLH, IES and IPC shall mutually agree (the "Closing Date"). On 
or.after the Closing Date, (i) the IES Merger will become effective at the Effective Time, as.specified in 
the articles of merger filed by WPLH with the Secretaries of State of the States of Wisconsin and Iowa 
and (ii) the IPC Direct Merger will become effective at the Effective Time, as specified in the articles of 
merger filed by IPC with the Secretaries of State of the States of Delaware and Wisconsin. It is 
intended that both the IES Merger and the IPC Direct Merger will be effected simultaneously. If the 
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IPC Reincorporation Merger and the Utilities Reincorporation Merger are deemed by the parties to be 
required for regulatory purposes, (i) the IES Merger will become effective at the time specified in the 
articles of merger filed by WPLH with the Secretaries of State of the States of Wisconsin and Iowa, 
(ii) the .IPC Reincorporation Merger will become effective at the IPC Reincorporation Effective Time, 
as specified in the articles of.merger and certificate of merger filed by New IPC with the Secretaries of 
State of the States of Wisconsin and Delaware, (iii) the IPC Merger will become effective; at the time 
specified in the articles of merger filed by New IPC with the Secretary of State ,of the State of 
Wisconsin, and (iv) the Utilities Reincorporation Merger will become effective at the time specified in 
the articles of merger filed by New Utilities with the Secretaries of State of the States of Wisconsin and 
Iowa. If the IPC Reincorporation Merger and the Utilities Reincorporation Merger are to be consum
mated, it is intended that the IES Merger, the IPC Merger and thettilities ReincorporationMerger 
would be effected simultaneously after the IPC Reincorporation Effective Time.  

Subject to the condition that the opinions from Merrill Lynch, MorganStanley and Salomon 
Brothers as to the fairness of the IES Ratio and IPC Ratio to WPLH.and to the holders of IES Common 
Stock and IPC Common Stock, respectively, shall not have been withdrawn, WPLH, IES and IPC have 
agreed in the Merger Agreement to call, give notice of, convene and hold a meeting of their respective 
shareowners as soon as reasonably practicable for the purpose of securing their approval to the 
Mergers.  

Consummation of the Mergers. Upon the consummation of the Mergrs: 

* Each share of IES that is owned by IES, WPLH or IPC or any of their respective subsidiaries 
("IES Cancelled Shares") will be cancelled and wilf cease to.exist., 

* Each share of IPC or New IPC that is owned by IES, WPLH or IPC or any of their respective 
subsidiaries ("IPC Cancelled Shares") will be cancelled and will cease to exist.  

* Each issued and outstanding share of IES Common Stock, other than IES Cancelled Shares and 
IES Dissenting Shares, will be converted into the rightto receive .1.01 shares of Interstate 
Energy Common Stock (as adjusted from 0.98, to reflect satisfaction of the McLeod Contin
gency in the IES Merger.  

* In the IPC Direct Merger, each issued and outstanding share of IPC Common Stock, other than 
IPC Cancelled Shares, will be converted into the right to receive 1.11 shares' of Interstate 
Energy Common Stock.  

* In the IPC Direct Merger, each issued and outstanding share of IPC Preferred Stock, other than 
IPC Dissenting Shares, will be unchanged (including with respect. to. the additional voting 
rights proposed to be approved at the IPC Meeting) as, a result of the IPC Direct Merger and will 
remain outstanding thereafter.  

* IES Dissenting Shares will be cancelled and converted into such consideration as may be due 
with respect to such, shares pu-suant to the applicable provisions of the IBCA, unless and until 
the right of such holder to- receive fair value for such IES Dissenting. Shares terminates in 
accordance with.the IBCA, in which case such shares will cease to be IES Dissenting Shares and 
will represent the right to receive Interstate Energy Common Stock pursuant to the Merger 
Agreement.  

If the IPC Reincorporation Merger is consummated, each issued and outstanding share of IPC 
Common Stock, other than IPC Cancelled Shares, will be converted into an equal number of 
shares of New IPC Common Stock." 

* If the IPC Reincorporation Merger is consummated, each issued and outstanding share of IPC 
Preferred Stock, other than IPC Dissenting Shares; will be converted into an equal number of 
shares of New IPC Preferred Stock.  
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* If the IPC Merger is consummated, each issued and outstanding share of New IPC Common 
Stock, other than IPC Cancelled Shares, will immediately be converted into the right to receive 
1.11 shares of Interstate Energy Common Stock.  

* If the IPC Merger is consummated, each issued and outstanding share of New IPC Preferred 
Stock, other than IPC Dissenting Shares, will be unchanged as a result of the IPC Merger and 
will remain outstanding thereafter.  

* IPC Dissenting Shares will be cancelled and converted into such consideration as may be due 
with respect to such shares pursuant to the applicable provisions of the DGCL, unless and until 
the right of such holder to receive fair value for such IPC Dissenting Shares terminates in 
accordance with the DGCL, in which case such shares will cease to be IPC Dissenting Shares 
and will either represent the. right to receive New IPC Preferred Stock or remain as IPC 
Preferred Stock, as the case may be, pursuant to the Merger Agreement.  

* If the Utilities Reincorporation Merger is consummated, each issued and outstanding share of 
Utilities Common Stock will be converted into an equal number of shares of New Utilities 
Common Stock.  

* Upon the conversions of the IES Common Stock in the IES Merger and the IPC Common Stock 
in the IPC Direct Merger or, in the alternative, the New IPC Common Stock in the IPC Merger, 
except for IES Dissenting Shares, all such shares of IES Common Stock and IPC Common 
Stock or New IPC Common Stock, as the case may be, will be cancelled and cease to exist, and 
each'holder thereof will cease to have rights with respect thereto, except the right to receive the, 
shares of Interstate Energy Common Stock and any cash in lieu of fractional shares of Inter
state Energy Common Stock to be issued in consideration therefor.  

* Each -issued and outstanding share of WPLH Common Stock will remain outstanding and 
unchanged as a result of the Mergers and will remain as one 'share of Interstate Energy 
Common Stock.  

Based upon the capitalization of WPLH, IES and IPC on November 10, 1995, and the IES Ratio of 
1.01 shares of Interstate Energy Common Stock per share of IES Common Stock and the IPC Ratio of.  
1:11 shares of Interstate Energy Common Stock per share of IPC Common Stock, holders of WPLH 
Common Stock, as a group, IES Common Stock, as a group, and IPC Common Stock, as a group, would 
have held 43.3%, 41.7% and 15.0% of the common equity of Interstate Energy if the Mergers had been 
consummated as of such date.  

Based on the capitalization of WPLH, IES and IPC on July 10,' 1996, and the, IES Ratio and the 
IPC Ratio, holders of WPLH Common Stock, as a group, IES Common Stock, as a group, and IPC 
Common' Stock, as a group, would have held 43%, 42.2% 'and 14.8% of the common equity of Interstate 
Energy' if the Mergers had been consummated as of such date: 

If any holder of IES Common Stock or IPC Common Stock would be entitled to receive a number 
of shares of Interstate Energy Cmmon' Stock that includes a fraction, then in lieu of a fractional 
share, such holder will be' entitled to receive a cash payment in an amount determined by multiplying 
the fractional share interest by the average of the last reported sales price, regular way, per share of 
WPLH Common Stock on the NYSE for the ten business days prior to and including the last business 
day prior to the Effective Time on which shares of IES Common Stock and IPC Common Stock were 
traded on the NYSE, without any interest thereon.  

As soon as practicable after the Effective Time, a company mutually acceptable to WPLH, IES 
and IPC (the "Exchange Agent") will mail to each holder of record of a Certificate which immediately 
prior to the Effective Time (or, if applicable, the IPC Reincorporation Effective Time) represented 
outstanding shares of IES Common Stock or IPC Commoh Stock that were cancelled and became 
instead the right to receive shares of Interstate Energy Common Stock and a.letter of transmittal and 
instructions for use in effecting the surrender of the Certificates for certificates representing shares of 
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Interstate Energy Common Stock. Upon surrender of a Certificate to the Exchange Agent for cancella
tion, together with a duly executed letter of transmittal and such other documents, if any, as the 
Exchange-Agent may require, the holder of such Certificate will be entitled to receive a. certificate 
representing that number of whole shares of Interstate Energy Common Stock and any cash in lieu of 
fractional shares of Interstate Energy Common Stock which such holder has the right to receive 
pursuant to the provisions of the Merger Agreement. Until surrendered, each Certificate will be 
deemed at any time after the Effective Time to represent only the right to receive upon surrender the 
certificate representing shares of Interstate Energy Common Stock and cash in lieu of any fractional 
share of Interstate Energy Common Stock.  

The letter of transmittal.may, at the option of Interstate Energy, provide for the ability of a holder 
of one or more Certificates to elect that the shares of Interstate Energy to be received in exchange for 
the shares of IES Common Stock and/or IPC Common Stock formerly represented by such surren
dered Certificates be issued in' uncertificated form or to elect that such shares be credited to an 
account established for such holder under the WPLH DRIP which will become the Interstate Energy 
DRIP following the Effective Time.  

No dividends or other distributions declared or made after the Effective Time with respect to 
shares of Interstate Energy Common Stock with a record date after the Effective Time will be paid to 
the holder of any unsurrendered Certificate and no cash payment in lieu of fractional shares will be 
paid to any such holder until such Certificate is surrendered. After such surrender, subject to applica
ble law, there will be paid to such holder, without interest, the unpaid dividends and distributions, and 
any cash payment in lieu of a fractional share, to which such holder is entitled.  

Certificates which immediately prior to the Effective Time represented shares of WPLH Common 
Stock need not be exchanged and will be deemed to represent a like number of shares of Interstate 
Energy Common Stock from and after the Effective Time. Certificates which immediately prior to the 
Effective Time represented shares of IPC Preferred Stock also need not be exchanged and will, except 
for IPC Dissenting Shares, continue to represent IPC Preferred Stock, or, if applicable, will be deemed 
to represent a like number of shares of New IPC Preferred Stock, from and after the Effective Time.  

HOLDERS OF IES COMMON STOCK AND IPC.COMMON STOCK SHOULD NOT SEND IN 
THEIR CERTIFICATES UNTIL THEY RECEIVE A LETTER OF TRANSMITTAL. SHAREOWNERS OF 
WPLH AND HOLDERS OF IPC PREFERRED STOCK NEED NOT EXCHANGE THEIR 
CERTIFICATES.  

Subsidiaries and Joint Ventures 

The Merger. Agreement designatesthe majority-owned subsidiaries of WPLH, IES and IPC, 
respectively, as;"WPLH Subsidiaries," "IES Subsidiaries" and "IPC Subsidiaries" (which are collec
tively referred to as "Subsidiaries"). The remaining subsidiaries, jomt~yenture interests and invest
ments of WPLH, IES and IPC are referred to as "WPLH Joint Ventures," "IES Joint Ventures" and 
"IPC Joint Ventures," respectively. The representations, warranties and covenants of WPLH, IES and 
IPC in the*MergerAgreement apply orily to the parties themselves and their Subsidiaries.  

Representations and Warranties 

The Merger Agreement contains customary representations and warranties by each of WPLH, 
IES and IPC relating to, among other things, (a) their respective organizations, the organization of 
their respective Subsidiaries and similar corporate matters; (b) their respective capital structures; 
(c) authorization, execution, delivery, performance and enforceability of the Merger Agreement and 
related matters;.(d) required regulatory approvals; (e) their -compliance With applicable 'laws and 
agreements; (f) reports and financial statements filed with the SEC and the accuracy of information.  
contained therein; (g) the absence of any material adverse effect on their business, assets, financial 
condition, results of operations, or prospects; (h) the absence of adverse material suits, claims or 
proceedings, and other litigation issues; (i) the accuracy of information supplied by each of WPLH, 
IES and IPC for use in the Joint Registration Statement of which this Joint Proxy Statement/ 
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Prospectus forms a part; () tax matters; (k) retirement and other employee benefit plans and matters 
relating to the Employee Retirement Income Security Act of 1974, as amended ("ERISA"); (1) labor 
matters; (m) compliance with all applicable environmental laws, possession of all material environ
mental, health, and safety permits and other environmental issues; (n) the regulation of WPLH, IES 
and IPC and their subsidiaries as public utilities in specified states; (o) the shareowner vote required 
in connection with the Merger Agreement and the transactions contemplated thereby (as set forth in 
this Joint Proxy Statement/Prospectus) being the only vote required;'(p) that neither WPLH, IES and 
IPC or any of their respective affiliates have taken or agreed to take any action that would prevent the 
Mergers as being accounted for as a pooling of interests; (q) the inapplicability of certain provisions of 
applicable state law relating to changes in control; (r) the delivery of fairness opinions by Merrill 
Lynch iin the case of WPLH, Morgan Stanley in the case of IES, and Salomon Brothers, in the case of 
IPC; (s) the maintenance of adequate insurance and (t) the absence of ownership of each other's stock.  
In addition, each of WPLH and IES provides representations with respect to their respective share
owner rights plans not being triggered by the consummation of the Mergers and with respect to the 
operations of their nuclear facilities.  

Certain Covenants 
Pursuant to the Merger Agreement, each of WPLH, IES and IPC have agreed that, during the 

period from the date of the Merger Agreement until the Effective Time, except as permitted by the 
Merger Agreement (including the disclosure schedules thereto) or the Stock Option Agreements, or as 
otherwise consented to in writing by the other parties, it will (and will- cause its Subsidiaries to), 
subject to certain exceptions specified therein, among other things: (a) carry on its business in the 
ordinary course consistent with prior practice; (b) not declarie or pay any dividends on or make other 
distributions in respect of any of its capital stock, other than to such party or its wholly-owned 
subsidiaries, dividends required to be paid on any IES Preferred Stock (no shares of which are 
currently outstanding), Utilities Preferred Stock, WP&L Preferred Stock or IPC Preferred Stock, and 
regular quarterly dividends to be paid on WPLH Common Stock not to exceed in any fiscal year.105% 
of the;dividends for the prior.fiscal year, and regular.quarterly dividends to be paid on IES Common 
Stock and IPCCommon Stock not-to exceed in any fiscal year 100% of the dividends for the prior fiscal 
year; (c) not effect certain other changes in its capitalization other than redeeming any series of IES 
Preferred Stock, Utilities Preferred Stock, WP&L Preferred Stock or IPC Preferred Stock, as required 
by their respective terms, or inconnection with a refunding of preferred stock at a lower cost of funds, 
or if necessary to facilitate the transactions contemplated by the Merger Agreement; (d) not issue or 
encumber any capital stock, rights, warrants, options or convertible or similar securities other than (i) 
issuances pursuant to the Stock Option Agreements, (ii) issuances pursuant to the benefit plans 
relating to certain WPLH Subsidiaries; (iii) intercompany issuances, (iv) issuances in connection with 
refunding preferred stock with preferred stock or debt at a lower cost of funds, (v) issuances in 
connection with dividend reinvestment plans or shareowner rights plaris, as applicable, and (vi) up to 
450,000 shares of IES Common Stock, 1,000,000 shares of WPLH Common Stock and 200,000 shares 
of IPC Common Stock to be issued for* general corporate purposes, including issuances in connection 
with acquisitions and financings and issuances pursuant. to .employee benefit. plans,.stock option and 
other incentive compensation plans and directors" plans;. (e) not amend its articles of incorporation, 
by-laws or regulations or similar corporate documents; (f) not engage in material acquisitions in 
excess of $10,000,000 in the case of each of WPLH and. IES or $5,000,000 in the case of IPC in the 
aggregate over the amounts budgeted or forecasted by each such party; (g) not enter into any written 
commitments for the purchase'of sulfur dioxide emission allowances as provided for by the Clean Air 
Act Amendments of 1990 in excess of an aggregate of $1,000,000 in the case of WPLH, $500,000 in the 
case of IES and $250,000 in the case of IPC; (h) not make any capital expenditures in excess of 
$50,000,000 in the case of WPLH, $80,000,000 in the case of IES and $16,000,000 in the case of IPC in 
the aggregate over the amounts budgeted by each such party for capital expenditures; (i) not sell, 
lease, encumber or otherwise dispose of material assets in an aggregate amount equalling or exceeding 
$10,000,000 in the case of each of WPLH and IES and $2,000,000 in the case of IPC, other than 
planned or ordinary course of business dispositions and encumbrances; () not incur indebtedness (or 
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guarantees thereof), other than (i) short-term indebtedness in the ordinary course of business consis
tent with prior practice, (ii) long-term indebtedness not aggregating more than $40,000,000 in the 
case of WPLHI $60,000,000 in the case of IES and $20,000,000 in the case of IPC; (iii) arrangements 
between such' party and its Subsidiaries or among its Subsidiaries, (iv) in connection with the 
refunding of existing indebtedness at a lower cost of funds, or (v) in connection with any permitted 
refunding of preferred stock; (k) not enter into, adopt or amend or increase the amount-or accelerate 
the payment or vesting of any benefit or amount payable under, any employee benefit plan or other 
agreement, commitment, arrangement, plan or policy, except for normal increases in the ordinary 
course of business consistent with past practice that, in the aggregate, do not result in a material 
increase in benefits or compensation expense to such party or any of its Subsidiaries; (1) not engage in 
any activity which would cause a change in its status under the 1935 Act; (m) not commence 
construction of or obligate itself to purchase any additional generating, transmission or delivery 
capacity in an amount in excess of $30,000,000 in the case of WPLH, $80,000,000 in the case of IES 
and $16,000,000 in the case of IPC, other than in the ordinary course of business consistent with past 
practice or pursuant to tariffs on file with the FERC or as budgeted or forecasted;-(n) not make any 
material change in their accounting methods other than as required by law or in accordance with 
generally accepted accounting principles; (o), not take any action to prevent Interstate Eneigy from 
accounting for the business combination to be effected by the Mergers as a pooling of interests; (p) not 
take any Action that would adversely affect the status of the Mergers as a tax-free transaction; (q) not 
enter into agreements with affiliates (other than wholly-owned Subsidiaries) other than on an arm's
length basis; (i) cooperate with the other parties, provide reasonable access to its books and records 
and notify the other parties of any significant changes; (s) use all commercially reasonable efforts to 
obtain certain third-party consents to the Mergers; (t) not take any action that would or is reasonably 
likely to result in a material breach of any provision of the Merger Agreement or the Stock Option 
Agreements or' cause any of the representations and warranties therein to be untrue on or as of the 
Closing Date; (u) not take any action that is likely to jeopardize the qualification of WP&L's, Utilities' 
or IPC's outstanding revenue bonds as tax-exempt industrial revenue bonds; (v) create a joint transi
tion steering team to examine alternatives to effect the integration of the parties after the Effective 
Time; (w) take, and cause their Subsidiaries to take, only those actions that are required, permitted or 
contemplated by the Merger Agreement from the date thereof to the Effective Time; (x) refrain from 
taking specified actions relating to certain tax matters; (y) not discharge or satisfy any claims, 
liabilities. or obligations, other than discharges in the ordinary course of business or in accordance 
with their terms, of liabilities reflected in the most recent consolidated financial statements; (z) not, 
except in the ordinary course of business, change the status of' any of its material contracts or 
agreements or waive or release or assign any material rights or claims; and (aa) maintain adequate 
insurance and use reasonable efforts to maintain all existing governmental permits.  

The parties also agreed in the Merger Agreement that, prior to the Closing Date, (a) WPLH.and 
IPC will take all actions necessary so the WPLH Charter Amendments become effective no later than 
the Effective Time and the IPC Charter Amendment becomes effective prior to the Effective Time; 
and (b) IES will amend its rights agreement to terminate no later than the EffectiveTime.  

The Merger Agreement provides that if the parties are unable to obtain the necessary statutory 
approvals and other third-party consents which are necessary. to effect the strategic combination of 
WPLH, IES and IPC in the form contemplated by the Merger Agreement, and the adoption of an 
alternative structure (that otherwise substantially preserves for WPLH, IES and IPC the economic 
benefits of the Mergers) would result in such conditions being satisfied or waived, then the parties 
shall use their respective best efforts to effect a business combination among themselves by means of a 
mutually, agreed upon structure other than the Mergers that so preserves such benefits.  
No Solicitation of Tansactions 

The. Merger Agreement provides that no party thereto will, and, each such party will cause its 
Subsidiaries ndt to, and each such party will not permit any of its officers, directors, employees, 
accountants, counsel, investment bankers, financial advisors and other representatives (collectively, 
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"Representatives") to, and each such party will use its best efforts ,to cause such persons not to, 
directly or indirectly: initiate, solicit or encourage, or take any action to facilitate the making of any 
offer or proposal which constitutes 'r is reasonably likely to lead to, any Business Combination 
Proposal (as defined herein), or, in the event of an unsolicited Business Combination Proposal, except 
to the extent required by their fiduciary duties under applicable law if so advised in a written opinion 
of outside counsel, engage in negotiations or provide any information oi data to any person relating to 
any Business Combination Proposal. As used above, "Business Combination Proposal" means any 
tender or exchange offer, proposal for a merger, consolidation or other business combination involving 
any party to the Merger Agreement or any of its material Subsidiaries, or any proposal or offer (in each 
case, whether or not in writing and whether or not delivered to the shareowners of a party generally) 
to acquire in any manner, directly or indirectly, a substantial equity interest in or a substantial portion 
of the assets of any party to the Merger Agreement, or any of its material Subsidiaries, other than 
pursuant to the transactions contemplated by the Merger Agreement.  

Interstate Energy Board of Directors 
The Merger Agreement provides that the WPLH Board, the IES Board and the IPC Board will 

take such action as may be necessary to cause the number of directors comprising the full Interstate 
Energy Board at the Effective Time to be fifteen persons. The directors will be divided into three 
classes (hereafter referred to as "Class I," "Class II" and "Class III") of five directors each. Class I 
directors will be appointed for a term expiring at the first annual meeting of the shareowners of 
Interstate Energy following the Effective Time, Class II directors will be appointed for a term expiring 
at the second annual meeting of shareowners of Interstate Energy following the Effective Time, and 
Class III directors will be appointed for a term expiring at the third annual meeting of shareowners of 
Interstate Energy following the Effective Time, and in each case until their respective successors have 
been duly elected and qualified. Prior to the Effective Time, WPLH and IES will each designate two 
directors and IPC will designate one director for each of Classes I and II. Class III directors will consist 
of Mr. Liu, Mr. Davis and Mr. Stoppelmoor, as well as two additional directors, one of whom will be 
designated by each of WPLH and IES prior to the Effective Time. Directors designated by WPLH, IES 
and IPC (including'their successors) are hereinafter sometimes referred to as the "WPLH Directors," 
the "IES Directors" and the "IPC Directors," respectively. To date, WPLH, IES and IPC have not 
determined who, in addition to Messrs. Liu, Davis and Stoppelmoor, will be designated to serve on the 
Interstate Energy Board after the Effective Time. If after their selection and prior to the Effective 
Time, any of such designees shall decline or be unable to serve, the party that designated such person 
shall designate another person to serve in such person's stead.  

The Merger Agreement also provides that for a period commencing with the Effective Time and 
expiring on the date of the third annual, meeting of the shareowners of 'the Company following the 
Effective Time, the WPLH, IES and IPC Directors (each as a separate group) will be entitled to 
nominate those persons who will be eligible to be appointed, elected or reelected as WPLH, IES and 
IPC Directors, respectively. The WPLH Board, the IES Board and the IPC Board will also take such 
action as may be necessary to cause the Nominating, Audit and Compensation Committees of the 
Interstate Energy Board at the Effective Time to consist proportionately (to the extent reasonably 
practicable) of designees of each of WPLH, IES and IPC.  

The Merger Agreement further provides that for a period of five years following the Effective 
Date, no person who is an executive officer or employee of Interstate Energy or any, of its subsidiaries 
will be eligible to serve as a director of Interstate Energy except for Messrs. Liu, Davis and Stop
pelnioor. However, if Mr. Davis is not then serving as Chief Executive Officer of Interstate Energy, the 
person serving in such capacity 'will be eligible to serve as a director' 'of Interstate Energy.  

Indemnification 
The Merger Agreement provides that, to the extent, if airy, not provided by an existi ng right of 

indemnification or other agreement or policy, from and after the Effective Time, Interstate Energy 
will, to the fullest extent permitted by applicable law, indemnify, defend and 'hold harmless each 
person who was at, or who had been at any time prior to, the date of-the Merger Agreement, or who 
becomes prior to, the Effective Time, an officer, director 'or employee of any of the parties thereto or 
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any subsidiary (the "Indemnified Parties") against all losses, expenses (including reasonable attor
ney's fees and expenses), claims, damages or liabilities or, subject to the proviso of the next succeeding 
sentence, amounts paid in settlement, arising out of actions or-omissions occurring at or prior to the 
Effective Time (and whether asserted or claimed prior to, at or after the Effective Time) that are, in 
whole or in part, based on or, arising out of the fact that such person is or was a director, officer or 
employee of such party, and all such indemnified liabilities to the extent they are based on arise out of 
or pertain to the transactions contemplated by the Merger Agreement. In the event of any such loss, 
expense, claim, damage or liability (whether or not arising before the Effective Time), (i) Interstate.  
Energy will pay the reasonable fees and expenses of counsel selected by the Indemnified Parties, which 
counsel will be reasonably satisfactory to Interstate Energy and otherwise advance to such Indemni
fied Party upon request reimbursement of documented expenses reasonably incurred, (ii) Interstate 
Energy will cooperate in the defense of any such matter and (iii) any determination required to be 
made with respect to whether an Indemnified Party's conduct complies with the standards set forth 
under Wisconsin law and the Interstate Energy Charter or the Interstate Energy Bylaws will be made 
by independent counsel mutually acceptable to Interstate Energy and the, Indemnified Party; pro
vided, :however, that Interstate Energy, will not be liable for any settlement effected without its 
written consent (which consent shall not be unreasonably withheld). The Merger Agreement further 
provides that the Indemnified Parties as a group may retain only one law firm with respect to each 
unrelated matter except to the extent there is, in the opinion of counsel to an Indemnrified Party, under 
applicable standards of professional conduct, a conflict on any significant issue between positions of 
such Indemnified Party and any other Indemnified Party- or Indemnified Parties.  

In addition, the Merger Agreement requires that for a period of six years after the Effective Time, Interstate Energy will cause to be maintained in effect policies of directors' and officers' liability 
insurance maintained by WPLH, IES and IPC for the benefit of those persons who were covered by 
such policies a of the date of the Merger Agreement on terms no less favorable than the terms, of such 
insurance coverage, provided that Interstate Energy will not be required to expend in any year an 
amount in excess of 150% of the annual aggregate premiums currently paid by WPLH, IES and IPC 
for such insurance and, provided further that if the annual premiums of such insurance coverage 
exceed such amount, Interstate Energy shall be obligated to obtain a policy with the best coverage 
available, in the reasonable judgment of the Interstate Energy Board, for a cost not exceeding such 
amount. Also, the Merger Agreement provides that to the fullest extent allowed by law, from and after 
the Effective Time, all rights to indemnification existing in favor of the employees, agents, directors 
and officers of WPLH, IES and Interstate and their respective subsidiaries with respect to their 
activities as such prior to the Effective Time, as provided in their respective articles of incorporation 
and bylaws in effect ohithe date of the Merger Agreement or otherwise in effect on the date of the 
Merger Agreement will survive the Mergers and will continue in full force and effect for a period of-not 
less than six years from the Effective Time.  

Conditions to Each Party's Obligation to Effect the Mergers 
The respective obligations of WPLH, IES and IPC to effect the Mergers are subject to the 

following conditions: (a) the. approval of the Merger Agreement and the transactions contemplated 
thereby by the shareowners of WPLH, IES and IPC, the approval of the IPC Charter Amendment by 
the shareowners of IPC and the approval of the WPLH Charter Amendments by the shareowners of 
WPLH; (b) no'temporary restraining order, preliminary or permanent injunction or other order by 
any federal or state court shall be in effect that prevents consummation of the Mergers; (c) the Joint 
Registration Statement shall have become effective in accordance with the provisions bf the Securities 
Act and shall not be the subject of a stop order suspending such effectiveness; (d) the shares of 
Interstate Energy Common Stock issuable in connection with the Merger shall have been authorized 
for listing on the NYSE, upon official notice of issuance; (e) the receipt of all material governmental 
authorizations, consents, orders or approvals which do not impose terms or conditions which could 
reasonably be expected to have a material adverse effect on Interstate Energy; (f) the receipt by each 
of WPLH, IES and' IPC of. letters from their independent accountants stating that the business 
combination to be effected by the Mergers will qualify as a pooling-of interests transaction under 
generally accepted accounting principles and applicable SEC regulations; (g) the performance in all 
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material respects of all obligations of the other parties required to be performed under the Merger 
Agreemeiit and the Stock Option Agreements; (h) the accuracy of the representations and warranties 
of the other parties set forth in the Merger Agreement as of the date of the Merger Agreement and as 
of the Closing Date (except as would not reasonably be likely to result in a material adverse effect); 
(i) WPLH, IES and IPC having received officers' certificates from each other stating that certain 
conditions set forth in the Merger Agreement have been satisfied; (j) there having been no material 
adverse effect on the business, assets, financial condition, results of operations or prospects-of the 
other parties and their subsidiaries taken as a whole; (k) the receipt of tax opinions from counsel to 
each party to the effect that the Mergers will be treated as tax-free reorganizations under Sec
tion 368(a) of the Code; (1) the receipt by the other parties of certain material third-party consents; 
and (m) the receipt by Interstate Energy of letter agreements relating to trading in securities of 
WPLH, IES and IPC (substantially in the form attached as an exhibit to the Merger Agreement), duly 
executed by each affiliate of the other party.  

In addition, the Merger Agreement provides that it shall be a condition to the obligations of 
WPLH to hold the WPLH Meeting that the opinion of Merrill Lynch attached hereto as Annex L shall 
not have been withdrawn, it shall be a condition to the obligation of IES to hold the IES Meeting that 
the opinion of Morgan Stanley attached hereto as Ainex M shall not have been withdrawn, and it shall 
be a condition to the obligation of IPC to hold'the IPC Meeting that the opinion of Salomon Brothers 
attached hereto as Annex N shall not have been withdrawn.  

At any time prior to the Effective Time, to the extent permitted by applicable law, the conditions 
to the obligations of each of WPLH, IES or IPC to consummate the Mergers may be .waived in writing 
by such party. Any determination to waive a condition would depend upon the facts and circumstances 
existing at the time of such waiver and would. be made by the waiving party's Board of Directors, 
exercising its fiduciary duties to its shareowners. No shareowner approval will be required or sought 
for any such waiver; a shareowner's approval of the Merger Agreement constitutes approval of such 
waivers as may be granted by the Board of Directors in its discretion. See " - Amendment and 
Waiver." 

Benefit Plans 
Except for the benefit plans referred to in the immediately following paragraph, each of the 

benefit plans of WPLH, IES and IPC in effect as of the date of the Merger Agreement will be continued" 
for. the employees or former employees of WPLH, IES and IPC and any of their Subsidiaries who are 
covered by such plans immediately prior to the Closing Date, until Interstate Energy otherwise 
determines after the Effective Time (subject to any reserved right contained in any such benefit plan 
to amend, modify, suspend, revoke or terminate such plan). To the extent certain of such benefit plans 
are not continued, Interstate Energy or its subsidiaries have agreed to provide,. for at least one year 
following the.Effective Time, benefits which are no less favorable in.the aggregate that the benefits 
provided under the affected WPLH, IES or IPC benefit plans. Each participant in a WPLH, IES or IPC 
benefit plan shall receive credit for purposes of eligibility to receive benefits under, vesting and benefit 
accrual under an. Interstate Energy benefit plan for service credited for the corresppnding purpose 
under such benefit plan. Any employee first hired after the Closing Date will be eligible to participate 
in any benefit plan maintained, or contributed to, by the subsidiary, division or operation employing 
such person, so long as such person meets the eligibility requirements of such plan.  

Prior to the Effective Time, (i) each outstanding option to purchase shares of IES.Common Stock 
under an IES stock plan (each an "IES Stock Option") along with any tandem stock appreciation 
right, will constitute an option to acquire on the same terms and conditions as were applicable under 
such option (subject to the adjustments necessary to give effect to the IES Merger),-shares of Inter
state Energy Common Stock based on the same number of shares of Interstate Energy Common Stock 
as the holder of such IES Stock Option would have been entitled to receive pursuant to the IES Merger 
had such holder exercised such option in full immediately prior to the Effective Time and (ii) each 
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other outstanding award under an IES stock plan (each an "IES Stock Award") will constitute an 
award based upon the sanie number of shares of Interstate. Energy Common Stock as the holder of 
such IES Stock Award would have been entitled to receive pursuant to the IES Merger had such holder 
been the owner, immediately before the Effective Time of the shares of IES Common Stock on which 
such IES Stock Award is based, and otherwise on the same terms and conditions as governed such IES 
Stock Award immediately before the Effective Time.  

Termination 
The Merger Agreement may be terminated at any time prior to the Closing Date, whether before 

or after approval by the shareowners of WPLH, IES and IPC: (a) by mutual written consent of WPLH, 
IES and IPC; (b) by any party thereto, by written notice to the other parties, if the Effective Time shall 
not have occurred on or before May 10, 1997 (which date shall be extended to May 10, 1998 if the 
required statutory approvals and consents have not been obtained by 'May 10, 1997, but all other 
conditions to Closing shall be, or shall be capable of being fulfilled); provided, howeve,; that'such right 
to terminate the Merger Agreement -will not be available to any party whose failure to fulfill any 
obligation under the Merger Agreement has been the cause of, or resulted in, the failure of the 
Effective Time to occur 'on or before that date; (c) by any party thereto if any required shareowner 
approval was niot obtained at a duly held meeting of shareowners or at any adjournment thereof; (d) by 
any party thereto, if any state or federal law, order, rule or regulation is adopted or.issued, which has 
the effect of prohibiting the Mergers, or any court of competent jurisdiction in the U.S. or any state 
shall have issued an order, judgment or decree permanently restraining, enjoining or otherwise 
prohibiting the Mergers, and such order, judgment or decree shall have become final and nonappeala
ble; (e) by WPLH, IES or IPC upon two days' prior notice to the other parties, if, as a result of a tender 
offer by a person other than the other parties, or any of their affiliates, or any written offer or proposal 
with respect to a merger of such party, sale of a material portion of such party's assets or other 
business combination involving such party (each, a "Business Combination") by a person other than 
the other parties, or any of their affiliates, the Board of Directors of such party determines in good 
faith that its fiduciary obligations under applicable law require that such tender offer or other written 
offer or proposal be accepted; provided, however, that (i) the Board of Directors of such party has been 
advised in writing by outside counsel that notwithstanding.a binding commitment to consummate an 
agreement of the nature, of the Merger Agreement entered into in the proper exercise of their 
applicable fiduciary duties and notwithstanding all concessions which may be offered by the- other 
parties, such fiduciary duties would also require the directors to reconsider such.commitment as a 
result of such tender offer or other written offer or proposal; and (ii) prior to any such termination, 
such party shall, and shall cause its respective financial and legal advisors to, negotiate with the other 
parties to make such adjustments in the terms and conditions of the Merger Agreement as would 
enable such party to proceed with the transactions contemplated thereby on such adjusted terms, or 
(f) by either WPLH, IES or IPC, by written notice to the' other parties, if (i) there exist breaches of the 
representations and warranties on the part of either of the'other'parties made in the Merger-Agree
ment or the Stock Option Agreements as of the date thereof which breaches, individually or in the 
aggregate, would or would be reasonably likely to result in a material adverse effect on the business, 
assets, financial condition, results of operations or prospects of such other party and its subsidiaries 
taken as a whole, and such breaches shall not have been remedied within 20 days after receipt by the 
breaching party of notice in writing from the non-breaching party or parties, specifying the nature of 
such breaches and requesting that they be -remedied; (ii) either of the other .parties (and/or their 
appropriate Subsidiaries) has not performed and complied in all respects with certain agreements and 
covenants relating to the absence of changes in capitalization or issuance of securities or has failed to 
perform and 5omply, in all material respects, with its other agreements and covenants under the 
Merger Agreement or under the Stock Option Agreements, and such failure to perform or comply has 
not been remedied within 20 days after receipt by the breaching party of notice in writing from the 
non-breaching party, specifying the nature of such failure and requesting that it be remedied, or 
(iii) the Board of Directors of either of the other parties or any committee thereof (A) shall withdraw or 
modify in any manner adverse to such party its approval or recommendation of the Merger Agreement 
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or the Mergers, (B) shall fail to reaffirm such approval or recommendation-upon such party's request, 
(C) shall approve or recommend any acquisition of either of the other parties or a material portion of 
their assets or any tender offer for either of the other parties' common stock, in each case by a party 
other than such party or any of its affiliates or (D) shall resolve to take any of the actions specified in 
clause (A), (B), or (C).  

In the event of termination of the Merger Agreement by either WPLH, IES or IPC as provided 
above, there shall be no liability or obligation on the part of WPLH, IES or IPC or their respective 
officers or directors thereunder other than: to hold in strict confidence all documents furnished to the 
other in accordance with the Confidentiality Agreement, dated September 19, 1995, as may be 
amended from time to time (the "Confidentiality Agreement"); to pay certain fees and expenses 
pursuant to certain specified provisions of the Merger Agreement described below under "- Termina
tion Fees" and "- Expenses"; and to comply with certain other specified provisions of the Merger 
Agreement.  

The Merger Agreement does not provide for any modification in the Ratios due to changes in the 
operating results, financial condition or trading prices of the WPLH Common Stock, IES Common 
Stock or IPC Common Stock between the time of the execution of the Merger Agreement and the 
consummation of the transactions contemplated thereby.  

Termination Fees 

The Merger Agreement provides that if the Merger Agreement is terminated at such time as it is 
terminable by WPLH, IES or IPC (but not all three) for breaches 6f any representations or warranties 
contained in the Merger Agreement as of the date thereof, or of agreements and covenants contained 
in the Merger Agreement or the Stock Option Agreements, pursuant to the provisions of the Merger 
Agreement described in clauses (f)(i) and (f)(ii) under "- Termination" above, then if such breach is 
not-willful, each. non-breaching party is entitled to reimbursement of its documented out-of pocket 

* expenses, not to exceed $5,000,000 per each non-breaching party. In the event of a willful breach, the 
non-breaching party or parties will be entitled to its or their out-of-pocket expenses and fees (which 
shall -not be limited to $5,000,000) and any remedies it or they may have at law or in equity, and 
provided that if, at the time of the breaching party's or parties' willful breach, there shall have been a 
third-party tender offer or proposal for a Business Combination which has not been rejected by the 
breaching party or parties or withdrawn by the third party, and within two and one-half years of any 
termination by the non-breaching party or parties, the breaching party or parties become a subsidiary 
of such offeror or of an affiliate of such offeror or accept an offer to consummate or consummates a 
Business Combination with such third party, then such breaching party or parties, upon the closing of 
such Business Combination, will pay to the non-breaching party or parties an additional aggregate fee 
equal to $25,000,000, if WPLH or IES is the breaching party, or $12,500,000, if IPC is the breaching 
party.  

The Merger Agreement also requires payment of an aggregate termination fee of $25,000,000, if 
WPLH or IES is the Target Party (as hereinafter defined), or $12,500,000, if IPC is the Target Party, 
together with reimbursement- of out-of-pocket expenses, by one party (the "Target Party") to the 
other parties in the following circumstances: (1) the Merger Agreement is terminated (x) as a result of 
the acceptance by the Target Party of a third-party tender offer or proposal for a Business Combina
tion, (y) following a failure of the shareowners of the Target Party to grant their approval to the 
Mergers or (z) as a result of the Target Party's material failure to convene a shareowner meeting, 
distribute proxy materials and, subject to its Board of Directors' fiduciary duties, recommend the 
Mergers to its shareowners; (2) at the time of such termination or prior to the meeting of such party's 
shareowners there has been a third-party tender offer or proposal for a Business Combination which 
shall not have been rejected by the Target Party or withdrawn by such third party; and (3) within two 
and one-half years of any such termination described in clause (1) above, the Target Party accepts an 
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offer to consummate or consummates a' Business Combination with such third party. The applicable 
termination fee and out-of-pocket expenses referred to in the previous sentence will, be paid at the 
closing of such third-party Business Combination.  

In addition to the foregoing if the Merger Agreement is terminated under circumstances that 
give rise to.the payment of the termination fee discussed above by the Target Party referred'to above 
and within nine months of such termination one of the non-terminating parties is acquired by the 
same third-party offeror, the sole remaining party 'will be entitled to (i) a second termination fee of 
$25,000,000, if WPLH or IES is the second target party, or $12,500,000 if IPC is the second target 
party, on the signing of a definitive agreement, or if no such agreement is signed- at the closing, relating 
to such Business Combination, and (ii) payment of any termination fee paid to such ,second target 
party by the original terminating party (i.e., the first Target Party) pursuant to the terminationof the 
Merger Agreement. If only one party must pay expenses, or is entitled to receive a termination fee as 
set forth above, such party will pay or 'eceive one hundred percent (100%) of the applicable expenses 
or fee. If two parties are required to pay expenses or entitled to receive any such fee, each'such party's 
percentage of such expenses or fee will equal a fraction, the numerator of which shall be, in the case of 
IES or IPC, the number of shares of Interstate Energy Common Stock which would have been issuable 
(on a fully diluted basis) to such party's shareowners, or, in the case of WPLH, the number of shares of 
Interstate Energy Common Stock (on a fully diluted basis) that would have been retained by .its 
shareowners, had the Effective Time occurred at the time the Merger Agreement is terminated, and 
the denominator of which willbe the aggregate number of shares'of Interstate Energy Common Stock 
that would have been issuable to or retained by (in either case on a fully diluted basis) the shareowners 
of the two parties required to pay expenses or entitled to receive such fee had the Effective Time 
occurred at thetime the Merger Agreement is terminated.  

In the event that the Merger Agreement becomes terminable under circumstances in which a 
termination' fee could be payable by one or more parties (the "Payor" or "Payors") pursuant to the 
immediately preceding paragraph, such event will also constitute'a "Trigger Event" under the Stock 
Option Agreements pursuant to which the Payorsissued Options to the other party or:parties, so as to' 
entitle the other party or parties to require the Payors to repurchase such Option or the Option Shares 
(as defined herein) issued upon exercise thereof or to make a Trigger Payment (as'defined herein). The 
termination fees payable by WPLH, IES and/or IPC under the foregoing provisions plus the aggregate 
amount which could be payable by WPLH, IES and/or IPC under the 'Stock Option Agreements may 
not exceed $40,000,000 (for WPLH or IES) or $20,000,000 (for'IPC) in the aggregate. See "The Stock 
Option Agreements." 

The Merge Agreement further provides that all termination fees constitute liquidated damages 
and not a penalty and, if one party should fail to. pay any terminatiol fee due, the defaulling party 
shall pay the cost and expenses in connectionwith any action taken to collect payment, together with 
interest on the amount of any unpaid termination fee.  

Expenses 

Except as set forth above, all costs and expenses incurred in connection with the Merger Agree
ment and the transactions' contemplated thereby shall be paid by the party incurring such expense, 
except that those expenses 'incurred ii. connection with the printing and filing of this Joint Proxy 
Statement/Prospectus shall be shared 43% by WPLH, 43% by IES and 14% by IPC. .  

Amendment and Waiver 

The Merger Agreement may be amended by the directors of the parties thereto, at any time before 
or after approval thereof by the shareowners of WPLH, IES 'and IPC 'and prior to theEffective Time, 
but after such approvals no such amendment shall alter or change the amount or kind of shares, rights 
or manner of conversion of such shares, alter or change any of the terms or conditions of the Merger 
Agreement if any of the alterations or changes, alone or in the aggregate, would materially adversely 
affect the rights of holders of WPLH, IES or IPC Common Stock, or alter or change any term of the 
WPLH, IES dr IPC Charters as approved by the shareowners, of WPLH, IES or IPC, except for 
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alterations or changes that could otherwise be adopted by the Interstate Energy Board without the 
further approval of such shareowners (such as to delete the name and address of a former registered 
agent or office, to change the registered agent or office or to make certain limited changes in the 
corporate name). The.parties to the Merger Agreement may extend the time for the performance of 
any of the obligations or other acts of the other parties thereto, waive any inaccuracies in the 
representations and warranties contained therein or in any document delivered pursuant thereto, and 
waive compliance with any of the agreements or conditions contained in-the Merger Agreement to the 
extent permitted by law.  

Standstill. Provisions 
Pursuant to the Confidentiality Agreement, WPLH, IES and IPC have each agreed (other than as 

contemplated in the Merger Agreement or Stock Option Agreements), that they will not, for a period 
of two years from the date thereof, (i) acquire or agree to acquire any securities of either or both of the.  
other -parties or any warrant or option for such securities or any security convertible into such 
securities; (ii) make or in any way participate in any solicitation of proxies to vote, or seek to advise or 
influence any person with respect to the voting of, securities of either or both of the other parties; 
(iii) otherwise act to seek control or influence the management, Board of Directors or policies of either 
or both of the other parties; or (iv) make any public request to waive any provision of the Confidential
ity Agreement to permit such party to take any action prohibited above.  

THE STOCK OPTION AGREEMENTS 

The following is a brief summary of the terms of the Stock Option Agreements, copies of which are 
attached as Annexes B through G and which are incorporated herein by reference. Such summary is 
qualified in its entirety by reference to the Stock Option Agreements. The Stock Option Agreements 
are intended to increase the likelihood that the Mergers will be consummated in accordance with the 
terms .of the Merger Agreement. Consequently, certain aspects of the Stock Option Agreements may 
have the effect of discouraging persons who might now or prior to the Effective Time be interested in 
acquiring all or a significant interest in, or otherwise effecting a Business Combination with, WPLH, 
IES or IPC from considering or proposing such a transaction, even if such persons were prepared to 
offer to pay consideration to shareowners of WPLH, IES or IPC, as the case may be, which had a 
higher value. than the shares of Interstate Energy Common Stock to be received per share of IES or 
IPC Common Stock or to be retained by holders of WPLH Common Stock, as the case may be, 
pursuant to the Merger Agreement.  

General 

Concurrently with the Merger Agreement, WPLH, IES and IPC entered into the Stock Option, 
Agreements. As holders of Options thereunder (the "Option Holders"), WPLH, IES.and IPC have the 
right, under certain circumstances, to purchase, up to (i) with respect to the Options granted by 
WPLH (the ''WPLH Options"), 6,123,944 shares of WPLH Common Stock; (ii) with respect to the 
Options granted by IES (the "IES Options), up to 5,861,115 shares of IES Common Stock; and 
(iii) with respect to the Options granted by IPC (the "IPC Options"), up to 1,903,293 shares of TPC 
Common Stock (shares of common stock purchasable pursuant to the WPLH Options, the IES 
Options and the IPC Options are collectively referred to as the "Option Shares") at an exercise price 
of $30.675 per share for the WPLH Common Stock, $26.7125 per share for the IES Common Stock and 
$28.9375 per.share for the IPC Common Stock,, such prices being equal to the average of the daily 
closing sale prices for such shares on the NYSE during the ten NYSE trading days prior to the fifth 
NYSE trading day preceding the date of the Merger Agreement.  

The Options may be exercised by an Option Holder, in whole or in part, at any time orfroni time to 
time after the Merger Agreement becomes terminable by such Option Holder under circumstances.  
which could entitle such Option Holder to termination fees from the issuer of the Options (the 
"Option Grantor") as a result of a Trigger Event (as defined in- the Stock Option Agreements and 
described above under "The Merger Agreement - Termination Fees"), regardless of whether the 
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Merger Agreement is actually terminated or whether there occurs a closing of any Business Combina
tion. If only one Option Holder becomes entitled to exercise its Option as it relates to a specific Option 
Grantor, the Option will be for 100% of the shares subject thereto. If more than one Option Holder 
becomes entitled to exercise its Option with respect to a specific Option Grantor, the percentage of the 
number of shares of the Option Grantor's common stock that the Option Holder may purchase upon 
exercise of the Option shall be equal to a fraction, the numerator of which will be the number of shares 
of Interstate Energy Common Stock (on a fully diluted basis) that would have been acquired or 
retained by the Option Holder's shareowners had the effective time of the Mergers occurred as of the 
date on which the exercise notice under the Stock Option Agreement is delivered or the date on which 
demand for a Trigger Payment is given, as the case may be, and the denominator of which will be the 
aggregate number of shares of Interstate Energy Common Stock that would have been issuable to or 
retained by (in either case on a fully diluted basis) the shareowners of both of the Option Holders 
entitled to exercise their respective Options had the effective time.of the Mergers occurred as of the 
date on which the exercise notice is delivered or the date on which demand for a Trigger Payment is 
given, as the case may be. The exercise price under the Stock 'Option Agreements may be paid, at the 
Option Holder's election, either in cash or shares of the common stock of the Option Holder.  

The Options will terminate upon the earlier of (i) the Effective Time, (ii) the termination of the 
Merger Agreement pursuant to its terms (other than a termination under circumstances which would 
constitute a Trigger Event), or (iii) 180 days following any termination of the Merger Agreement upon 
or during the continuance of a Trigger Event (or, if at the expiration of such 180-day period the Option 
cannot be exercised by. reason of any applicable judgment, decree, order, law or regulation, ten 
business days after such impediment to exercise shall have been removed or'shall have become final 
and not subject to appeal, but in no event under this clause (iii) later than May' 10, 1998).  

Notwithstanding the foregoing, no Option may be exercised (a) if the Option Holder is in material 
breach of any: of its material representations or warranties, or in material breach of any of its 
covenants or agreements contained in the applicable Stock Option Agreement or in the Merger 
Agreement, 'or (b) if a Trigger Payment has been paid pursuant to the applicable Stock Option 
Agreement or a demand theiefor has been made and not withdrawn.  

Certain Repurchases and Other Payments 
Under the terms of the Stock Option Agreements, at any time during which the Option is 

exercisable (the "Repurchase Period"), the Option Holder has the right'to require the Option'Grantor 
to repurchase from the Option Holder all or any portion of the Option or, at any time prior to May 10, 
1997 (provided that such date shall be extended to May 10, 1998 under the circumstances where the 
date-after which any party may terminate the Merger Agreement has been extended to May 10, 1998), 
all or any portion of the Option Shares purchased by the Option Holder pursuant to the exercise of the 
Option., The amount that the Option Grantor will pay to the Option Holder to repurchase the Option 
is the difference between' the Market/Offer Price for shares of the Option Grantor's common stock as 
of the date the Option Holder gives notice of its inteit to exercise its, rights (the "Notice Date") and 
the exercise price for the Option, multiplied by the number of Option Shares purchasable pursuant to 
the Option, or the portion thereof to be so repurchased, but only if the Market/Offer Price. is greater 
than such exercise price. The amount that the Option Grantor. will pay to the Option Holder to 
repurchase the Option Shares is the exercise price paid by the Option Holder for the Option Shares 
plus the difference between the Market/Offer Price' and the exercise price paid by the Option Holder 
for the Option Shares (but only if the Market/Offer Price -is greater than such exercise price), 
multiplied by the number of Option Shares to be so repurchased.. The Stock Option Agreements define 
"Market/Offer Price" as the 'higher of (A) the price per share (the "Offer Price") offered as of the 
Notice Date pursuant to any tender or exchange offer or other Business Combination offer which was 
made prior to the Notice Date and not terminated or withdrawn as of such date or (B) the Fair Market 
Value of the 'Option Grantor's common stock as of the Notice Date (which is defined in the Stock.  
Option Agreements as the average of the daily closing sale price for such shares on the NYSE during 
'the ten NYSE trading days prior to the' fifth NYSE trading day preceding such date). The Offer Price 
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for the repurchase by the Option Grantor of Option .Shares purchased by the Option Holder pursuant 
to the Option is the highest price per share offered pursuant to a tender or exchange offer or other 
Business Combination-offer which was made during the Repurchase Period prior to the Notice Date.  
At any time prior to May 10, 199.7 .(which date may be. extended to May 10, 1998 under the circum
stances described above), the Option Holder may also require the Option Grantor to sell to the Option 
Holder any shares of the Option Holder's common stock delivered by the- Option Holder to the issuer 
in payment for the exercise price of the Option, at the price attributed to such shares for such 
purchase plus interest at the rate of 8.75% per annum (from the date of the delivery of such shares 
through the date of such repurchase) less any dividends paid or declared and payable thereon. In 
addition, the Stock Option Agreements provide that in the event during the Repurchase Period any 
regulatory Approval or order required for the issuarce of the Option by the Option Grantor thereof or 
the acquisition of such Option by the Option Holder has' not been obtained, the Option Holder will be 
entitled to demand an amount in cash (the "Trigger Payment") from the Option Grantor. The Trigger 
Payment will be equal to the product of the number of shares the Option Holder would have been 
entitled to receive upon exercise of the Option if the regulatory approvals or orders had been obtained 
and the difference between the Market/Offer Price determined as of the date notice of demand for the 
Trigger Payment is given and the exercise price of the Option, but only if the Market/Offer Price is 
higher than the exercise price. In the event the Trigger Payment is made, the Option Holder will 'have 
no right to exercise the Option.: 

Voting 

Each party has agreed to vote, until November 10, 2000,.any shares of the capital stock of the 
other party acquired pursuant to the Stock Option Agreements or otherwise beneficially owned by 
such party on each matter submitted to a vote of shareowners of such other party for and against such 
matter in the same proportion as the vote of all other shareowners of such other party.is voted for and 
against, such matters..  

*estrictions on Transfer 
The Stock Option Agreements provide that,. until November 10, 2000, neither party may 'sell, 

assign, pledge or otherwise dispise of.or transfer the shares it acquires pursuant to the Stock Option 
Agreements (collectively, the "Restricted Shares") except as described below. In addition to the 
repurchase rights described above under "- Certain Repurchases and Other Payments," subsequent 
to the termination of the Merger Agreement, the parties have the right to have such 'shares of the 
other party' or parties registered under the Securities Act for sale -in a public offering. The Stock 
Option Agreements also provide that, following the termination of the Merger Agreement, any party 
may sell any Restricted Shares of another party then held' by it in response to a tender.or exchange 
offer approved -or. recommended,or otherwise determined to be fair and in the best interests of the.  
shareowners of the issuer of the Restricted Shares,'by a majority of the Board of Directors of the issuer 
of the Restricted Shares.  

AMENDMENTS TO WPLH RESTATED ARTICLES OF INCORPORATION 

The information contained in this Joint Proxy Statement/Prospectus with respect to the proposed 
amendments to the WPLH Charter is qualified in its entirety' by reference to the text of the proposed 
amendments to the Interstate Energy Charter attached hereto as AnnexO and incorporated herein by 
reference.-.  

Pursuant to the terms of the Merger Agreement, WPLH shareowners are being asked to consider 
and approve each of the WPLH Charter Amendments, which would amend the WPLH Charter to (i) 
change the-name of WPLH to Interstate Energy Corporation and (ii) increase the number of shares of 
WPLH Common Stock authorized for issuance from 100,000,000 to 200,000,000. The WPLH Charter.  
as so amended will be the Interstate Energy Charter at the Effective Time 'and. until thereafter 
amended in accordance with the WBCL and the Interstate Energy Charter..  
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The WPLH Board unanimously recommends a vote FOR approval of the WPLH Charter Amendments.  
Approval of each of the WPLH Charter Amendments is a condition to consummation of the Mergers. If 
approved by WPLH shareowners, each of the WPLH Charter Amendments will not become effective 
until immediately prior to or concurrent with the Effective Time. If, after WPLH shareowner approval 
of each of the WPLH Charter Amendments, the Mergers are not consummated, WPLH will not file the 
WPLH Charter Amendments with the Wisconsin Secretary of State and the WPLH Charter Amend
ments will therefore not become effective.  

Name Change Amendment 

Pursuant to the. Merger Agreemehit, WPLH agreed to change its name to Interstate Energy 
Corporation. Each of WPLH, IES and IPCObelieves that the new name reflects the nature of the 
merged company as a multi-state utility holding company. Changing WPLH's name does not substan
tively or otherwise alter.any of the rights of WPLH shareowners.  

-The affirmative vote of a majority of the votes entitled to be cast by the holders of the shares of 
WPLH Common Stock represented at the WPLH Meeting and entitled to vote thereon is required for 
approval of the Name Change Aiendment.  

Common Stock Amendment 

As of the WPLH Record Date, of the 100,000,000 shares of WPLH Common Stock presently 
authorized, 30,795,260 shares were issued and outstanding, and. 21,138,992 shares of WPLH Common 
Stock were reserved 'for issuance for a specific purpose, as follows: 399,497 shares under the WPLH 
DRIP 386,763 shares under the WP&L Savings Plan, 1,000,000 shares under the WPLH Long-Term 
Equity Incentive Plan and 19,352,732 shares under the Rights Agreement. An additional 6,123,944 
shares (subject to adjustment) are reserved for issuance pursuant to 'the WPLH Options, but such 
Options to putchase-shares granted to IES and IPC thereunder will terminate at the Effective Time.  
See "The Stock Option Agreements." If the Mergers are consummated, up to 42,798,875 additional 
shares of WPLH Common Stock will be issued to former holders of IES Common Stock and IPC 
Common Stock. Additional. shares of WPLH Common Stock will be issuable to holders of employee 
stock options to purchase IES Common Stock that are outstanding at the Effective Time, and will be 
converted into options to acquire shares of WPLH Common' Stock, upon exercise of such options.  

The additional 100,000,000 authorized shares of Interstate Energy Common Stock may be issued 
for any proper corporate purpose approved 'by the Interstate Energy, Board. Without the Common.  
Stock Amendment, WPLH would not have a sufficient' number of authorized shares to complete the 
Mergers. The availability of additional authorized shares will also enable the Interstate Energy Board 
to act with flexibility when and as the need arises to issue additional shares in the future without the 
delays necessitated by having to obtain a shareowner. vote. Among the reasons for issuing additional 
shares would be to increase Interstate Energy's capital through sales of Interstate Energy Common 
Stock, to engage in other types of capital transactions, to undertake acquisitions, and to satisfy 
contractual commitments,.including pursuant to employee. stock options.. The WPLH Board has not 
proposed. the -increase in the amount of authorized' WPLH -Common Stock with the intention of 
discouraging tender offers or takeover attempts of Interstate Energy. However, the availability of 
additional authorized shares for issuance could render more difficult or discourage a merger, tender 
offer, proxy contest or other attempt to obtain control of Interstate Energy, which may adversely affect 
the ability of Interstate Energy shareowners to obtain a premium for their shares of Interstate Energy 
Common. Stock and, accordingly, have a negative effect on the price of Interstate Energy Common 
Stock.  

WPLH management regularly reviews a range of possible financing transactions, including the 
issuance of WPLH Common Stock. Except for (i) shares to be issued in connection with the Mergers 
and (ii) shares issued in connection with the benefit plans mentioned above, WPLH has no present 
intention of issuing or selling WPLH Common Stock for any purpose, but may do so if market and 
other conditions should indicate that such a course of action were advisable. Under the Merger 
Agreement, WPLH has agreed (other than for issuances under the WPLH DRIP and the Rights 
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Agreement), from the date of the Merger Agreement through the Effective Time or earlier termina
tion of the Merger Agreement, to issue, without the consent of IES and IPC, no more than1,000,000 
additional shares of WPLH Common Stock for .general corporate.purposes, including issuances in 
connection with acquisitions and financings and pursuant to employee benefit plans, stock option and 
other incentive compensation plans and director plans.  

If the Common Stock Amendment is approved, while the Interstate Energy Board generally may 
issue such additional authorized shares of Interstate Energy Common Stock without further share
owner approval, such issuances will 'generally require the approval of the SEC under the 1935 Act as 
presently in effect. See "Regulatory Matters." In some insfances, shareowner. approval for the issu
ance of additional shares.may be required by law or by the requirements of the NYSE, on which the 
Interstate Energy Common-Stock will be listed, or the obtaining of such approvals may be otherwise 
necessary or desirable. Except in such cases, it is not anticipated that further shareowner authoriza
tion wrill be solicited.. Holders of WPLH Common Stock are not entitled to preemptive rights to 
subscribe for or purchase any part of any new or additional issue of WPLH Common Stock or 
securities convertible into WPLH Common Stock.  

The affirmative vote of a majority of the votes entitled to be cast by the holders of the shares of 
WPLH Common Stock represented at the WPLH Meeting and entitled to vote thereon is required for 
approval of the Common Stock Amendment.  

AMENDMENT TO IPC RESTATED CERTIFICATE OF INCORPORATION 

The information contained. in this Joint Proxy Statement/Prospectus with respect to the proposed 
amendment to the IPC Charter is qualified in its entirety by reference to the text of the proposed 
amendment to the IPC Charter attached hereto as Annex R and incorporated herein by reference.  

In furtherance of the Merger Agreement and the transactions contemplated thereby, IPC stock
holders are being asked to consider and approve the IPC Charter Amendment, which would amend 
the IPC Charter to provide that each share of IPC Preferred Stock outstanding from time to time will 
be entitled to one vote, voting together as one class with the holders of IPC Common Stock except as 
otherwise required by law or as specifically provided in the IPC Charter, on all matters to come before 
a vote of the IPC stockholders.  

The IPC Board unanimously' recomimends a vote FOR approval of the IPC Charter Amendment.  
Approval of the IPC Charter Amendment is a condition to consumimation of the Mergers. If approved 
by the IPC stockholders,, the IPC Charter Aneidment will become effective as soon as practicable 
following the date of the IPC Meeting.  

As discussed above, the Mergers are designed to be tax-free reorganizations under the Code..It is a 
condition to the Mergers that each of the parties receive from its respective counsel an opinion to the 
effect that the Mergers will be treated for federal income tax purposes as tax-free reorganizations 
under the Code.  

For the IPC .Direct Merger or the IPC Merger, as the case may be, to qualify as a tax-free 
reorganization under applicable Code provisions, IPC stockholders must exchange a ''controlling" 
stock interest in IPC or New IPC as the case may be, for WPLH (or Interstate Energy after the 
Mergers) voting stock. To satisfy 'this "control" requirement, the ultimate acquiror of IPC's stock 
(Interstate Energy) must acquire at least 80% of the total combined voting power of IPC or New IPC, 
as the case may be, plus at least 80% of the total number of shares of all other IPC or New IPC, as the 
case may be, stock classes. Because the Merger Agreement contemplates that holders of IPC Preferred 
Stock or New IPC Preferred Stock, as the case may be, will not participate in the IPC Merger or the 
IPC Direct Merger, as the case may be, (i.e., the'IPC Preferred Stock or New IPC Preferred Stock, as 
the case may be, will remain outstanding), the "control" requirement will bermet only if the IPC 
Preferred Stock or New IPC Preferred Stock, as the case may be, is voting stock before the Effective 
Time and the vote constitutes less than.20% of the total voting stock. Granting the IPC Preferred 
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Stock one vote per share will enable the ultimate acquiror of IPC's Common Stock (Interstate Energy) 
to acquire "control" because it will acquire at least 80% of the total combined voting power of IPC, 
there being no other classes of IPC stock outstanding.  

As of July 10, 1996, IPC had outstanding 9,595,028 shares of IPC Common Stock and an 
aggregate of 761,381 shares of IPC Preferred Stock. Assuming approval of the IPC Charter amend
ment by the IPC stockholders at the IPC Meeting, theIPC Preferred.Stock would represent, in the 
aggregate, approximately 7.35% of the total combined voting power of IPC, and the IPC Common 
Stock would represent approximately 92.65% of the total combined voting power of IPC. The exchange 
then of IPC Common Stock for Interstate Energy Common Stock in the IPC Merger would constitute 
an exchange of a "controlling" stock interest within the meaning of Section 368(a)(2)(E) of the Code, 
and the IPC Merger would be eligible for tax-free reorganization treatment under that provision.  

Approval of the IPC Charter Amendment would result in dilution of the voting power of the IPC 
Common Stock of approximately 7.35%.  

No other aspects of IPC's Charter will be affected by the IPC Charter Amendment nor will the 
IPC Charter Amendment result in any. other change in the relative rights, preferences and other 
terms of the IPC Preferred Stock.  

The affirmative vote of a majority of the votes entitled to be cast by the holders of shares of IPC 
Common Stock is required for approval of the IPC Charter Amendment.  

DESCRIPTION OF INTERSTATE ENERGY CAPITAL STOCK 
General 

Pursuant to the Merger Agreement, no later than the Effective Time, the WPLH Charter will be 
amended substantially in the manner set forth in Annex 0, subject, to shareowner approval of each of 
the WPLH QIarter Amendments at the WPLH Meeting, and, as so amended, shall be the Interstate 
Energy Charter until thereafter amended in accordance with the WBCL and the Interstate Energy 
Charter. See ''Amendments to WPLH Restated Articles of Incorporation." The authorized capital 
stock of Interstate Energy, as of the Effective Time, will consist of 200,000,000 shares of Interstate 
Energy Common Stock. The description of Interstate Energy capital stock set forth herein does not 
purport to be complete and is qualified in its entirety by reference to *the Interstate Energy Charter 
and the Interstate Energy Bylaws, copies of.which are filed as 'exhibits to the Joint Registration 
Statement and are incorporated hereby by referehce, the proposed amendments to the WPLH Char
ter, attached hereto.as Annex-0, and applicable statutory or other law.  

Interstate Energy Common Stock 
The holders of Interstate Energy Common Stock will be entitled to receive such'dividends as the 

Interstate Energy Board may from'time to timedeclare. Except as provided by the WBCL as described 
below, each holder of Interstate Energy Common Stock will be entitled to one vote per share on each 
matter submitted to a vote at a meeting of shareowners. The holders of Interstate Energy Common 
Stock will not be entitled to cumulate votes for the election of directors. In the event of any liquidation, 
dissolution or winding up of Interstate Energy, the holders of Interstate Energy Common Stock will be" 
entitled to receive the remainder, if any, of the assets of Interstate Energy after the discharge of its 
liabilities. Holders of Interstate Energy Common Stock will not be entitled to preemptive rights to 
subscribe for or purchase any part of any new or additional issue of stock or securities convertible into 
stock. The Interstate Energy Common Stock does not contain any iedemption provisions or conver
sion rights.  

The shares of Interstate Energy Common Stock that will be issued pursuant to the Merger 
Agreement, when so issued, will be fully paid and nonassessable except as provided by. Section 
180.0622(2)(b) of the WBCL, which provides that shareowners will he personally liable up to the par 
.value of the shares owned by them for all debts owing to employees of the Company for services 
performed for the Company not exceeding 6 months service in any one case. A Wisconsin trial cou rt 
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has interpreted "par value" to mean the subscription price paid for the shares rather than the lower 
par value. While the Wisconsin Suprenie'Courbby an' 6hily di~ded vote affirmed the trial court's 
decision, such affirmation technically. provides no precedential effect because of the court's even 

*division.  

Interstate Energy's ability to pay dividends will depend primarily upon the ability of its subsidiar
ies to pay dividends or otherwise transfer funds to it. Various financing arrangements and regulatory 
requirements will impose certain restrictions on the ability of Interstate Energy's public utility 
subsidiaries to transfer funds to Interstate Energy in the form of cash dividends, loans or advances.  

Under WP&L's current Wisconsin Commission retail rate order, the Wisconsin Commission 
would have to approve the payment of any dividends by WP&L.to Interstate Energy that in the 
aggregate exceeded $58.1 million per year for the period from January 1,1995 to December 31, 1996, if 
such dividends would reduce WP&L's average common equity ratio below 51.93%. The Wisconsin 
Commission's dividend limitation is subject to review and modification as part of WP&L's rate cases.  
In connection with its First Mortgage Bond-Indenture, WP&L is subject to restrictions on the amount 
of net accumulated -reinvested earnings available for the payments of dividends: WP&L also has 
outstanding various, series of WP&L Preferred Stock that have certain preferential rights relating to 
the payment of dividends. Historically, WPLH's ability to pay dividends has, not been affected by 
compliance with the dividend restrictions described above.  

Under Utilities' current IUB retail iate order, there is no restriction on the amount of dividends 
that Utilities is, permitted to pay to IES. However, the IUB could in the future impose conditions in 
rate orders that would have the effect of limiting the payment of dividerids by Utilities. Utilities also 
has outstanding various series of Utilities Preferred Stock that have certain preferential rights 
relating to the payment of dividends, which Utilities Preferred Stock will remain outstanding after 
the Effective Time if the parties to the Mergers determine that the Utilities Reincorporation Merger 
will not be effected. Historically, Utilities' ability to pay dividends on its common stock has not been 
affected by actions -by the IUB or compliance with such preferential dividend -rights. .  

Under IPC's current IUB, Minnesota Commission and ICC retail rate orders, there is no restric
tion on the amount of dividends that IPC is permitted to pay to its stockholders. However, the IUB, 
Minnesota Commission or ICC could in the future impose conditions in rate orders that would have 
the effect of limiting the payment of dividends by IPC. IPC also has outstanding various series of IPC 
Preferred Stock that have certain preferential rights relating to the payment of dividends, which IPC 
Preferred Stock (or New IPC Preferred Stock, in the event the IPC Reincorporation Merger is 
consummated) will remain outstanding after the Effective Time. In addition, under IPC's First 
Mortgage Bond Indenture, IPC's ability to pay dividends on the IPC Common Stock is restricted in the 
event that certain financial ratios are not maintained. Historically, IPC's ability to pay dividends has 
not been affected by actions -by-the IUB, Minnesota Commission- or ICC, compliance with such 
preferential dividend rights or compliance with the dividend restrictions contained in IPC's First 
Mortgage Bond Indenture...  

In addition, under the Wisconsin Holding Company Act, Interstate Energy'spublic utility affili
ates will be prohibited from lending funds, either directly or indirectly,.to Interstate Energy. Further
more, the SEC, under the 1935 Act, and the Wisconsin Commission, under the Wisconsin Holding 
Company Act, will have the power to preclude the payment to Interstate.Energy of dividends by public 
utility affiliates thereof. Under the 1935 Act, the SEC will also have- the power to preclude the 
payment of dividends by Interstate Energy. See "Regulatory Matters." 

It is a condition to consummation of the Mergers that the Interstate Energy Common Stock be 
approved for listing on the NYSE.subject to official notification of the issuance.  

Certain Anti-Takeover Provisions 
The Interstate Energy Charter, the Rights Agreement and the WBCL contain provisions that may 

have the effect of discouraging persons from acquiring large blocks of Interstate Energy stock or 
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delaying or preventing a changeain control of Interstate Energy. The Interstate Energy. Charter will 
provide that the Board of Directors is to be divided into three classes, with staggered terms of three 
years each. See "The Merger Agreement - Interstate Energy Board of Directors." 

Interstate Energy will be subject to the Rights Agreement pursuant towhich each outstanding 
share of Interstate Energy Common Stock will have attached thereto one Common Stock Purchase 
Right ("Right'') and each share subsequently issued byInterstate Energy prior to the expiration 'of 
the Rights Agreement, including the shares issued pursuant to the Merger Agreement, will have 
attached thereto one Right. Under certain circumstances described below, the Rights will entitle the 
holder thereof to purchase additional. shares of Common Stock.  

Currentlyi the Rights are not exercisable and trade with the WPLH Common Stock. In the event 
the Rights become exercisable, each Right (unless held by b person or group which beneficially owns 
more than 20% of the outstanding Interstate Energy Common Stock) will initially 'entitle the holder to 
purchase one-half share of Interstate Energy Common Stock at a price of $60 per full share (equiva
lent to $30 for each one-half share), subject to adjustment. The Rights will only'become exercisable if a 
person or group has acquired, or announced an intention to acquire, 20% or more of the outstanding 
shares of Inter tate Energy Common' Stock. Under certain circumstances, including the existence of a 
20% acquiring party, each holder of a Right, other than the acquiring party, will be entitled to purchase 
at the exercise price of Interstate Energy Common Stock having a market value of two times the 
exercise price. In the event of the acquisition of Interstate Energy by another corporation subsequent 
to a party acquiring 20% or more of the Interstate Energy.Common Stock, each holder of a Right will 
be entitled to receive the acquiring corporation's common shares. having a niarket vahie of two times 
the exercise price. The Rights may be.redeemed at a pric6 of $.01 per Right prior to the existence of a 
20% acquiring'party. The Rights will expire on February 22, 1999. 'Under the Rights Agreement, the 
Interstate Energy Board will be able to reduce the thresholds applicable to the Rights from 20% to not 
less than 10%. The Rights do not have voting or dividend rights, and, until they become exercisable, 
have no dilutive effect on the earnings of the Company.  

Section 180.1150 of the WBCL provides that the voting power of shares of Wisconsin corporations 
such as Interstate Energy held by any person or persons acting as a group that hold in excess of 20% of 
the' voting power for the election of directprs is limited to 10% of the full voting power of those.shares.  
This restriction does not apply' to shares acquired directly from Interstate.Energy.or in certain 
specified transactions or shares for which full voting power has been restoredptirsuant to a vote of 
shareowners.  

Sections 180.1140 to 180.1144 of the WBCL contain certain limitations and special voting provi
sions applicable to specified business combinations involving Wisconsin corporations such as Inter
state Energy and a significant shareowner, unless'the board of directors of the Wisconsin corporation 
approves the business combination or the shareowner's acquisition-of shares before such shares are 

acquired. Similarly,: Sections 180.1130 to 180.1133'of the WBCL contain special voting provisions 
applicable to certain business combinations, unless specified minimum price and procedural require
ments are met. Following commencement of a takeover offer, Section 180.1134 of the WBCL imposes 
special voting requirements on certain share repurchases effected at apremium to the market and on 
certain asset sales by the corporation, unless, as it relates to the potential sale of assets, the corpora
tion has at least three independent directors and a majority of the independent directors vote not to 
have the provision apply to the corporation.' 

Finally, Section 196.795(3) of the WBCL provides that no person may hold or acquire directly or 
indirectly more than 10%'of the outstanding securities of a public utility holding company such as 
Interstate Energy without the approval of the Wisconsin Commission.  
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DESCRIPTION OF NEW IPC PREFERRED STOCK 

The terms of the shares of New IPC Preferred Stock, as set-forth in'the New IPC' Charter, are 
substantially identical to the terms of the corresponding shares of IPC Preferred Stock, as set forth in 
the IPC Charter, as amended by the IPC Charter Amendment. The New IPC Charter is included as an 
exhibit to this Joint Registration Statement. The bylaws of New IPC, which are included as an exhibit 
to this' Joint Registration Statement, will be substantially the same as the IPC Bylaws, except for 
changes reqiuired by the WBCL. At the IPC Reincorporation Effective Time, assuming that the IPC 
Reincorporation Merger is effected, IPC will merge with and into New IPC, with New IPC being the 
surviving corporation of the IPC Reincorporation Merger. The purpose of the IPC Reincorporation 
Merger is to provide one alternative to comply with the Wisconsin Holding Company Act. See "Regu
latory Matters - State Approvals and Related Matters.' Assuming that the IPC Reincorporation 
Merger is effected, each share of IPC Preferred Stock issued and outstanding immediately prior to the 
IPC Reincorporation Effective Time (other than IPC Dissenting Shares) will be converted into one 
share of New IPC Preferred Stock with terms (including dividend rights) and designations under the 
New IPC Charter substantially identical to those of the converted shares of IPC Preferred Stock under 
the IPC Charter, as amended by the IPC Charter Amendment. IPC Preferred Stock and a correspond
ing.share of New IPC Preferred Stock also differ due' to differences in the laws of Delaware and 
Wisconsin. See "Comparison of Shareowner Rights - Comparison of Wisconsin, Iowa and Delaware 
Law." 

The following is a description of both (i) the IPC Common Stock, the IPC Preferred Stock and the 
preference stock, $1.00 par value, of IPC ("IPC Preference Stock") as they exist under the IPC 
Charter prior to the IPC Reincorporation Merger and (ii) the New IPC Common Stock, the New IPC 
Preferred Stock and the preference stock, $1.00 par value, of New IPC ("New IPC Preference Stock") 
as they will exist under the New IPC Charter following the IPC Reincorporation Effective Time 
assuming that the IPC Reincorporation Merger is effected: As used in the following description, unless 
otherwise stated,. the..term "IPC" refers to IPC with respect to any period, prior to the IPC 
Reincorporation Effective Time and to New IPC with respect to any period after the IPC Reincorpora
tior Effective Time. Except as otherwise indicated, the following summary describes certain provi
sions of the IPC Charter and the New IPC Charter, and is qualified in its entirety by reference to the 
IPC Charter and the New IPC Charter.  

General 

The capital stock of IPC consists of three classes: IPC Common Stock, par value $3.50 per share 
(30,000,000 shares authorized, of which 9,595,028 shares were outstanding on the IPC Record Date); 
IPC Preferred Stock, par value $50 per share (2,000,000 shares authorized, of which the following 
series were outstanding as of the IPC Record Date: 4.36% Series - 60,455 shares; 4.68% Series 
55,926 shares; 7.76% Series - 100,000 shares; and 6.40% Series - 545,000 shares); and IPC Prefer
ence'Stock,,par value $1.00 per share (2,000,000 shares authorized, of which none were issued and 
outstanding as of the IPC Record Date). The IPC Board is authorized to provide for the issuance from 
time to time of IPC Preferred Stock and IPC Preference Stock in series and, as to each series,'to fix the 
designation, dividend rates and time of payment, redemption price, and liquidation price or preference 
as to assets in voluntary liquidation. Cumulative dividends, redemption provisions and sinking fund 
requirements, to the extent that some or all of these features. are or may be present when IPC 
Preferred Stock or IPC Preference Stock is issued, could have an adverse effect on the availability of 
earnings for distribution to the holders of the IPC Common Stock or for other corporate purposes.  

Dividend Rights 

Before any dividends. may' be paid on the IPC. Common Stock, the holders of each series of IPC 
Preferred Stock and IPC Preference Stock are entitled to receive all accumulated and unpaid divi
dends for past dividend periods at.the respective rates provided for the shares of the respective series 
and classes.  
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Dividend Restrictions 

In an Indenture, dated as of January 1, 1948, between IPC and the Chase National Bank of the 
City of New York (now known as the Chase Manhattan Bank (N.A.)) and Carl E. Buckley, as Trustees 
(the Chase Manhattan Bank (N.A.) and C. J. Heinzelmann, Successor Trustees), as amended and 
supplemented,1IPC has covenanted that while any of the bonds issued thereunder (the "IPC Bonds") 
are outstanding, it will not pay any cash dividends on or make any other distribution with respect to 
the IPC stock unless the earned surplus of IPC, less the aggregate amount of all such payments and 
other distributions made during the period from December 31, 1946, to the date of the proposed 
payment of such dividend or. the making of such distribution that have not been charged to such 
earned surplus, shall be at least equal to the amount of the proposed dividend or distribution.  

IPC has covenanted that, so long as any IPC Bonds of the series issued subsequent to May 1, 1963 
which were outstanding on October 15, 1975, remain outstanding, it will not pay any cash dividends 
on or make any other distribution with respect to the IPC Common Stock unless the earned surplus of 
IPC, less the sum of (a) the aggregate amount of all such payments and other distributions made 
during the period from December 31, 1946, to the date of the proposed payment of such dividend or the 
making of such distributions that have not been charged to such earned surplus and (b) the excess, if 
any, of 15% of electric operating revenues and 12.5% of the gas and steam operating revenues of IPC, 
less expenditures made during such period by IPC by. charges against earnings or earned surplus 
during the period, shall be at least equal to the amount of the proposed dividend or distribution.  

Voting Rights 

Existing Voting Rights Under the IPC Charter Currently, the holders of shares of each series of 
IPC Preferred Stock and IPC Preference Stock generally are not entitled to vote. However, if and 
whenever full cumulative dividends on the IPC Preferred Stock have not been paid for four quarterly 
dividend' periods, holders'of IPC Preferred Stock are entitled to elect a majority of the Board of 
Directors as then constituted with holders of IPC Common Stock being entitled to elect the remaining 
directors. The right of the holders of IPC Preferred Stock to elect directors in such cases shall cease 
when full cumlative dividends on all series of IPC Preferred Stock have been paid, or declared and set 
aside for payment. In addition, if and whenever full cumulative dividends on the IPC Preference Stock 
have not been paid for six quarterly dividend periods (whether or not consecutive), the size of the IPC 
Board shall belincreased by two directors and the holders of IPC Preference Stock, as a class, will be 
entitled to elect the additional two directors and,. in such cases, holders of IPC Common Stock are 
entitled to elect the remaining directors, subject to the voting rights of the holders of IPC Preferred 
Stock at that time, if any. The right of the holders of the IPC Preference. Stock to elect the two 
additional directors in such cases shall cease when full cumulative dividends have been paid, or 
declared and set aside for payment.  

The affirmative vote or consent of the holders of various specified percentages of IPC Preferred 
Stock is requiired to: merge, consolidate or sell substantially all of the assets of IPC unless such 
transaction is approved by the SEC or other regulatory authority of the federal government or unless 
such transaction is undertaken with a subsidiary of IPC; increase the total authorized amount of IPC 
Preferred Stock or authorize any other preferred stock on a parity therewith with respect to dividends 
or liquidation rights; issue any additional shares of IPC Preferred Stock on a parity with the outstand
ing IPC Preferred Stock with respect to payment of dividends or liquidation rights unless (i) IPC's 
consolidated gross income for 12 consecutive calendar months within a period of 15 calendar months 
immediately preceding such issuance 'is equal to at least 150% of IPC's aggregate consolidated interest 
charges and the annual dividend charges of all IPC Preferred Stock that will be outstanding immedi
ately after such issuance and (ii) the stated capital of IPC less the liquidation preferences of the IPC 
Preferred Stock and IPC Preference Stock is at least equal to the aggregate par value of the IPC 
Common Stock; issue or assume any unsecured debt for any purpose other than to refund existing 
unsecured debt, redeem any indebtedness pursuant to authorization by state or federal regulatory 
authority, or redeem any outstanding shares of IPC Preferred Stock if after such transaction'IPC's 
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aggregate unsecured debt exceeds 20% of IPC's then. outstanding secured debt and total equity; 
authorize any class of stock with rights greater than the IPC Preferred Stock; or change adversely the 
express terms and provisions of the IPC Preferred Stock.  

In the event that the IPC Charter Amendment is approved at the IPC Meeting, holders of IPC 
Preferred Stock will thereafter have one vote per share, voting together as a class with the holders of 
IPC Common Stock (except as otherwise provided by law or specifically set forth in IPC's Charter as 
summarized above), on all matters to come before a vote of stockholders of IPC. See "Amendment to 
IPC Restated Certificate of Incorporation." 

The affirmative vote or consent of the holders of various specified percentages of IPC Preference 
Stock is required to: authorize or increase, the authorized amount of any class of stock with rights 
greater than the IPC Preference Stock other than IPC Preferred Stock; change adversely the express 
terms of the IPC Preference Stock; increase the authorized amount of IPC Preference, Stock; autho
rize or increase the authorized amount of any class of stock with rights on a parity to the IPC 
Preference Stock; merge, consolidate or sell substantially all the assets of IPC unless such transaction 
is approved by the SEC or any regulatory authority of the federal government.  

Voting Rights Under the New IPC Charter. In the event the IPC Reincorporation Merger is 
effected, the holders of New IPC Preferred Stock will have the right to cast one vote per share, voting 
with the holders of New IPC Common Stock, on all matters submitted to a vote of New IPC's 
shareowners including the election of directors. In addition, Where the holders of IPC Preferred Stock 
and IPC Preference Stock had a right to vote under the IPC Charter, the holders of New IPC Preferred 
Stock and New IPC Preference Stock.will have the right to vote as separate classes on such matters.  

Redemption Provisions 
IPC, at its option, generally may redeem the whole or any part of the IPC Preferred Stock or IPC 

Preference Stock of any series or of all series upon at least 30 days written notice. However, IPC may 
not redeem any shares of the 6.40% IPC Preferred Stock before May 1, 2003 if the redemption is being 
made to refund such IPC Preferred Stock with funds with an effective cost of less than 6.40% per 
annum.  

IPC has issued and outstanding three series of IPC Preferred Stock with optional sinking fund 
provisions and one series of IPC Preferred Stock with mandatory sinking fund provisions.  

Under the provisions of the IPC Charter, beginning in 2003 IPC is required to redeem annually 
$1.4 million of IPC's 6.40% Preferred Stock, par value $50 per share (27,250 shares).  

Change in Control 
The IPC Charter and the DGCL contain provisions that could discourage or make.more difficult a 

change in control of IPC, including provisions requiring a higher vote for certain business transac
tions. Assuming that the IPC Reincorporation Merger is effected, following the IPC Reincorporation 
Effecti& Time, the rights of holders of New IPC Preferred Stock, including rights; relating to a 
potential change. in control of New IPC,. will be governed by the WBCL. For a discussion of the 
differences between such provisions under the DGCL and the WBCL, see "Comparison of Shareowner 
Rights - Comparison of Wisconsin, Iowa and Delaware Law." Following consummation of the Merg
ers, Interstate Energy will be an Interested Stockholder of IPC or New IPC, as the case may be, as 
such term is defined in the IPC Charter or the New IPC Charter, as applicable. As a result, a 
supermajority vote, of the holders of outstanding shares of IPC Preferred Stock or New IPC Preferred 
Stock, as the case may be, would be required to effect certain transactions constituting a change in 
control in accordance with the terms of the IPC Charter or the New IPC Charter, as applicable.  

Liquidation Rights 
In the event of liquidation, holders of all series of.IPC Preferred Stock are entitled to $50 per 

share, in the event of involuntary liquidation, or the then applicable redemption prices in the case of 
voluntary liquidation, plus in either case, an amount equal to all accumulated and unpaid dividends.  
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Following distributions to holders of IPC Preferred Stock, holders of IPC Preference Stock are entitled 
to the amount of consideration originally received by IPC for sichshares, in 'the event of involuntary 
liquidation, or the applicable amount determined to be payable in the event of voluntary liquidation.  
Following the! distributions to the holders of IPC Preferred Stock and IPC Preference Stock, the 
holders of IPC Common Stock are entitled to the remaining assets. If upon any such liquidation the 
assets distributable among the holders of IPC Preferred Stock, of all series, or IPC Preference Stock, 
of all series, are insufficient to pay in full the amounts to which such holders are entitled, the amount 
distributable to the holders of IPC Preferred stock, of all series, or IPC Preference Stock, of all series, 
as the case may be, will be apportioned among them ratably in proportion to the amounts to which 
they are respectively then entitled..  

Preemption and Subscription Rights 
No holder of IPC Common Stock, IPC Preferred Stock or IPC Preference Stock has the preemp

tive right -to purchase or subscribe for any additional capital stock of IPC.  

COMPARISON OF SHAREOWNER RIGHTS 

If the Mergers are consummated, the persons who were holders of WPLH Common Stock immedi
ately prior to.the Mergers will remain common shareowners of Interstate Energy immediately after 
consummation of the Mergers and their rights will be governed by the Interstate Energy Charter, the 
Interstate Energy Bylaws and the WBCL. The WPLH 'Charter, as amended by the WPLH Charter 
Amendments, which are being submitted-for shareowner approval at the WPLH Meeting, will be the 
Interstate Energy Charter at the Effective Time. See "Amendments to WPLH Restated Articles of 
Incorporation"' The Interstate Energy Bylaws 'will be the TLH Bylaws as in effect at the Effective 
Time.  

The holders of IES and IPC Common Stock, upon consummation of the Mergers, will become 
holders of Interstate Energy Common Stock and their rights will be governed by the Interstate 
Energy Charter, the Interstate Energy Bylaws and the WBCL. The Interstate Energy Charter and the 
Interstate Energy Bylaws are different in certain respects from the IES Charter and the IPC Charter 
and the IES Bylaws and IPC.Bylaws. In addition, certain 'differences exist between the WBCL, IBCA 
and DGCL with respect to shareowners' rights. While it is impracticable to compare all these differ
ences, material significant differences between the Interstate Energy Charter and the Interstate 
Energy Bylaws, on the one hand, and the IES Charter and IPC Charter and the IES Bylaws and IPC 
Bylaws, on the other hand, are summarized below under "- Comparison 'of Interstate Energy 
Charter and Bylaws to IES and IP C Charter and Bylaws," and material similarities and differences 
between the WBCL, the IBCA and the DGCL with respect to shareowners' rights are summarized 
below under '- Comparison of Wisconsin, Iowa and Delaware Law." 

The followingldiscussion is not intended to be complete and is quidlifibd in its bntiretby ief6ikeide 
to the 'Interstate Energy Charter and the Interstate Energy Bylaws which are filed as exhibits to the 
Joint Registration Statement and incorporated by reference'herein, the WBCL, IBCA and DGCL and 
the IES Charter, the IPC Charter, the IES Bylaws. and the IPC Bylaws.  

Comparison of Interstate Energy Charter and Bylaws to IES and IPC -Charter and.Bylaws 

Board of Directors. The IES Chaiter provides that the IES Board shall be comprised of not less 
than five members, as fixed in the IES Bylaws. The IES Bylaws provide that the IES Board will consist 
of nine directors effective on the date of the IES Meeting. The IES Board currentlyconsists of nine 
directors. TheIPC Charter provides that the number of directors on the IPC Board shall be fixed by 
the IPC Bylaws. The IPC Bylaws provide that the IPC Board'will consist'of seven directors. The IPC 
Board currently consists. of seven directors. The Interstate Energy Charter 'will provide that the 
number of directors will be fixed by the Interstate Energy Bylaws, but shall not be less thai seven.  
The Interstate Energy Bylaws will be amended to provide that at the Effective Time the number of 
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directors on the Interstate Energy Boardwillbbe set atfifteen, with. six directors designated by WPLH, 
six directors designated by IES and three directors designated byIPC. The Interstate Energy Board, 
like the WPLH Board and the IPC Board, will be classified into 'three classes.  

Certain Share Acquisitions and Business Combinations. The IPC Charter contains provisions 
that have the effect of discouraging persons from acquiring large blocks of IPC stock or delaying or 
preventing a change 'in control of IPC. Under certain circumstances, these provisions could have the 
effect of, among other things (i) prohibiting a 5% stockholder from engaging in a business combination 
with IPC unless certain requirements are satisfied, (ii) prohibiting the payment of a market premium' 
(i.e., greenmail) to a 5% stockholder, and (iii) prohibiting a potential tender offeror from engaging in 
an unequal two-tier tender offer. The DGCL, in addition, contains certain provisions that have the 
effect of discouraging persons from acquiringlarge blocks of IPC stock or delaying or preventing a 
change in control of IPO. Under 'certain circumstances, -these provisions could have the effect of, 
among other things, prohibiting a 10% stockholder from engaging in a business combination with IPC 
for three years following the date such 10% interest was acquired. See "- Cohparison of Wisconsin, 
Iowa and Delaware Law" below for a more complete discussion of such provisions, including the.  
circumstances under which such provisions are triggered.  

The IES Charter contains certain provisions that have the effect of discouraging persons from 
acquiring large blocks of IES stock or delaying or preventing a change in control of IES. Under certain 
circumstances, these provisions could ,have 'the effect of, among other things, (i) prohibiting a 5% 
shareholder from engaging in a business combination with IES unless certain requirements are 
satisfied, (ii) prohibiting the payment of a market premium (i.e., greenmail) to a 5% shareholder and 
(iii) prohibiting a potential tender offeror from engaging in an unequal two-tier tender offer. The IBCA 
is silent with regard to certain share acquisitions and business combinations.  

Certain provisions of the WBCL have the effect of discouraging persons from acquiring large 
blocks of WPLH stock or delaying or preventing a change in control of WPLH. Under certain 
circumstances, these provisions could have the effect of,.'among other things, (i) reducing the voting.  
power of shares acquired by a 20% shareowner, (ii) prohibiting a 10% shareowner from' engaging in a 
business 'combination with WPLH for three years following the date of acquisition of such 10% 
interest, (iii) prohibiting a potential tender offeror from engaging in an unequal two-tier tender offer 
and (iv) prohibiting the payment of a-market premium (i.e., greenmail) to a:5% shareowner who has 
held such shares for less than two years. See "- Comparison of Wisconsin, Iowa and Delaware Law" 
below for a more complete discussion of such provisions, including the circumstances under which.  
such provisions are triggered.  

Removal of Directors. The IES Charter and IES Bylaws provide that directors may be removed 
only for cause. The IPC Charter provides that directors may be removed only for cause, except that in 
certain situations involving the non-payment of dividends on the IPC Preferred Stock, a, majority of 
the directors may be replaced .by nominees of the preferred stockholders. The Interstate Energy 
Charter and Interstate Energy Bylaws are silent as to the removal of directors. The WBCL provides 
that directors may be removed with or. without 'cause but only at a special meeting called for the 
purpose of removing the director provided that the-notice of such meeting states the purpose of the 
meeting is to remove the director.-For a discussion of who can call a special meeting, see "'-'Special 
Meetings 'of Shareowners; Shareowner Action By Written Consent" below.  

Vacancies on the Board of birectors.'' The IES Bylaws. provide that vacancies caused by an 
increase'in the size 'of the board; or by any other cause may be filled by the remaining directors.  
Directors filling such vacancies shall serve 'for the unexpired term'of the vacant directorship or. the full 
term of the new directorship.  

* The IPC Charter and IPC Bylaws provide that vacancies on the IPC Board and newly created 
directorships resulting from an increase in the authorized number of directors may' be filled by' a 
majority vote of the directors then in office, even though they may be less 'than a quorum, provided' 
that, if at the time of filling any vacancy or newly created directorship; the directors then in office 
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constitute less than a majority of the whole board, any stockholder or stockholder group holding at 
least ten percent of the total number of shares entitled to vote for directors may petition the Delaware 
Court of Chancery to order an election to fill such vacancies or newly created directorships or to 
replace the directors chosen by the directors then in office. Such directors shall serve until the next 
election of the class for which they were selected.  

The Interstate Energy Charter provides that any vacancies may be filled by the remaining 
directors. If the remaining directors are less than a quorum, vacancies may be filled by the affirmative 
vote of a majority of all directors remaining in office. Directors selected by majority vote of the 
directors then' in office shall serve until the next annual meeting of the shareowners.  

Amendments to Articles of Incorporation. The IES Charter is silent as to amendment proce
dures, except that an 80% vote of the outstanding voting stock is required to amend the provisions 
governing business combinations or amendments of the article provisions regarding business combi
nations (except in situations where the proposed article amendments are unanimously recommended 
by the Company's Unaffiliated Directors). The IBCA requires that, unless a greater proportion is 
required by the articles, amendments to the articles -of incorporation must be approved by the 
affirmative vote of the holders of a majority of the voting power of the shares entitled.to vote. In 
certain. circumstances, a vote by class or series is. required.  

The IPC Charter provides that amendments thereto shall be made in the manner prescribed by 
statute. The DGCL provides that amendments to the IPC Charter must be approved by a majority of 
the outstanding stock entitled to vote and by a majority of the outstanding stock entitled to vote as a 
class.  

The Interstate Energy Charter is silent with regard to amendments thereto. The WBCL generally 
provides that amendments to the articles of incorporation ritust be approved by a majority of the votes 
cast, unless a greater or lesser proportion is required by the articles or bylaws.  

Amendment to Bylaws. . The IES Charter provides that the IES Board has the authority to make, 
and alter the IES Bylaws, subject to the power of the shareholders to change or repeal the IES Bylaws 
contained in the IBCA.. The IPC Charter provides that the IPC Board may make and amend the IPC 
Bylaws without any action on the part of the stockholders, subject to the rights of the stockholders to 
amend bylaws made by directors. The IPC Bylaws provide that the IPC Bylaws may be amended and 
new bylaws made at any annual, regular or special meeting of stockholders by the affirmative vote of a 
majority in interest of the stock issued, outstanding and entitled to vote. The literstate; Energy* 
Bylaws provide that the Interstate Energy Bylaws may be amended by the Interstate Energy Board at 
any regular or special meeting of the Interstate Energy Board or by the shareowners by the affirma
tive vote of a majority of the outstanding voting stock possessed by all owners at any annual or special 
meeting of shareowners (provided that the notice calling any special meeting must state the proposal 
to amend the Bylaws).  

Voting/Cumulative Voting. The IES Charter provides that each share of IES Common Stock is 
entitled to one voteion each matter suibmitted to a vote of shareholders. The IES Charter does not 
provide for cimulative voting in connection' with the election of directors. Pursuant to the IES 
Charter, shares of IES Preferred Stock may have such voting rights.as are' designated by the IES 
Board at the time of issuance. The IPC Charter provides that each share of IPC Common Stock is 
entitled to one vote on each matter submitted to a vote of stockholddrs. The IPC Charter flrther 
provides that holders of IPC Preferred Stock and IPC Preference Stock have no votes except when 
certain arrearages have occurred with respect to the IPC Preferred Stock and IPC Preference Stock or 
when certain specified transactions adversely affect the rights of holders of either class of such.shares.  
In such case, the holders of such shares are entitled to one vote, voting as separate classes, on each 
matter submitted to such class for a vote. The IPC Charter provides that there is no cumulative voting 
for any class of stock. The IPC Charter is proposed to be amended to provide certain voting rights to 
holders of IPC Preferred Stock. See "Amendment to IPC Restated Certificate of Incorporation." The 
Interstate Energy Charter and Interstate Energy Bylaws are silent with regard to the voting power of 
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holders of Interstate Energy Common Stock. The WBCL provides that each outstanding share is 
entitled to one vote on each matter voted on at a shareowner meeting. The WBCL further provides 
that shareowners do not have a right to cumulative voting unless the articles of incorporation' 
otherwise provide, which the Interstate Energy Charter does not so provide.  

Special Meetings of Shareowners; Shareowner Action By Written Consent. The IES Bylaws 
provide that special meetings of IES shareholders may be called by the Chairman of the Board, the 
President, the IES Board or the holders of not less than 10% of all the shares entitled to vote at the 
meeting. The IPC Bylaws provide that special meetings of IPC stockholders may be called by the IPC 
Board, the Chairman of the Board, the President, a Vice-President or the holders of at least twenty
five percent of the shares issued and outstanding and entitled to vote. The Interstate Energy Bylaws 
provide that special meetings of the shareowners may be called by the Chairperson of the Board, the 
Chief Executive Officer or the Interstate Energy Board. Pursuant to the WBCL, special meetings of 
shareowners may also be called by the holders of at least 10% of the votes entitled to be cast on any 
issue.  

The IES Bylaws are silent as to whether shareholders may take action by written consent without 
a meeting. The IBCA authorizes shareholders to take action without a meeting by written consents 
signed by the holders of not less than 90% of the votes entitled to be cast. The IPC Charter is also silent 
as to whether stockholders may take. action by written consent in lieu of a meeting. The DGCL allows 
stockholders to take action in lieu of a meeting by written consent signed by the holders of outstanding 
stock having not less than the number of votes that would be necessary to authorize such action at a 
meeting. The Interstate Energy Bylaws are also silent regarding whether shareowners may take 
action by written consent without a meeting. The WBCL permits shareowners to take action without 
a meeting by unanimous written consent.  

Indemnification/Limitation of Liability. The IES Charter provides that IES shall indemnify any 
director, officer, employee or agent to the fullest extent permitted under the IBCA. The IES Charter 
further authorizes IES to purchase and maintain insurance for any such person or any person serving 
at the request of IES as a director,. officer, employee or agent of another enterprise against any liability 
incurred as a result of the person serving in such official capacity. The IES Charter also limits the 
personal liability of directors for monetary -damages for breach of their fiduciary duties, except for 
liability relating to (i) any breach of the director's duty of loyalty to the corporation or its sharehold
ers, (ii) acts or omissions not in good faith or which involve intentional misconduct or knowing 
violation of the law, (iii) any transaction from which the director derived an improper personal benefit, 
or (iv) unlawful distributions.  

The IPC Bylaws provide that IPC shall indemnify any person who is a Party or threatened to be 
made a party to any legal proceeding by reason of the fact that such person is or was a director, officer, 
employee or attorney of IPC, or is or was serving at the request of IPC as a director, officer, employee or 
attorney of another enterprise, against expenses (including attorneys' fees), judgments, fines and 
amounts paid in settlement. actually and reasonably incurred by such person. This right of indemnity 
includes the advancement of expenses upon receipt of an undertaking to repay upon specified condi-' 
tions. The right to indemnification does not extend to matters in which the person seeking indemnifi
cation is found liable to the corporation by'a court of competent jurisdiction, by a majority. of the 
directors who are not seeking indemnification or by independent counsel appointed by the IPC Board 
unless and only to. the extent that a court determines such person is fairly and reasonably entitled to 
indemnification despite a final determination of liability. The IPC Charter limits the personal liability 
of directors for any acts or omissions in the performance of their duties as directors to the full extent 
permitted under the DGCL.  

The Interstate Energy Bylaws provide that Interstate Energy shall indemnify a director or officer 
or any person serving at the request of Interstate Energy as a director, officer, agent or employee of 
another enterprise against all reasonable expenses (including attorneys' fees) incurred in connection 
with any threatened or pending legal proceeding to which the director or officer was a party because 
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such person was a director or officer to the extent such person was successful on the merits or 
otherwise in the defense of the threatened or pending proceeding-. 'The Interstate Energy Bylaws 
further provide that Interstate Energy shall indemnify directors and officers against liability incurred 
in threatened or pending legal proceedings to which the director or officer was a party because such 
party was a director or officer unless the liability was incurred because the director or, officer 
(i) willfully failed to deal fairly with the corporation or its shareowners in connection with a matter in 
which. the, director or officer had a material conflict of interest, (ii) violated criminal law unless the 
director or officer had reasonable cause to believe his or her conduct was lawful or had rno reasonable 
cause to believe such conduct was unlawful, (iii) engaged in 'a transaction from which he or she' 
received an improper personal benefit, or (iv) engaged in willful misconduct. This right of indemnity 
includes the advancement of expenses upon receipt of an undertaking to.repay upon specified condi
tions. The riglt to indemnification (except in the event of a successful defense, in which case such 
indemnification is automatic). will be determined at the indemnified party's election by (i) majority 
vote of a quorum of disinterested directors, (ii) independent legal counsel, (iii) a panel of three 
arbitrators, (iv) majority vote of the shareowners, (v) a court, or (vi) such other method provided for in 
any additi6nal right to indemnification.  

Comparison ofrWisconsin, Iowa and Delaware Law 
As described below, the DGCL, IBCA and WBCL generally provide shareowiers with similar 

rights and protections. A comparison of the DGCL as it applies to IPC, the IBCA as it applies to IES 
and the WBCL as it applies to WPLH is set forth below: 

Classified Board of Directors; Removal of Directors; Vacancies. The DGCL, IBCA and WBCL 
each allow the board of directors to be divided into classes. Under the DGCL, directors 'erving on a 
classified board of directors may be removed onily for.cause unless thecertificate of incorporation 
provides otherwise. Under both the IBCA and WBCL, absent a provision to the contrary contained in 
the corporation's articles of incorporation or bylaws; a director can be removed with or without cause 
by the affirmative vote of the holders of the proportion of the voting power of the shares of the classes 
or series such director represents sufficient to elect such director. ..  

The DGCL provides, that vacancies on the board of directors will be filled as the certificate of 
incorporation or the bylaws provide, and that in the absence of any such certificate of incorporation or 
bylaw provision, vacancies will be filled by the board of directors. The IBCA and WBCL both provide 
that unless the articles of incorporation otherwise provide, vacancies may be filled by the shareowners 
or by 'the' affirmative vote of a majority, of the directors, even if the directors remaining in the office 
'constitute less than a quorum. The IBCA and WBCL also both provide that if the vacant office was 
held by a director elected by a voting group of shareowners, only the shareowners of that voting group 
may vote to fill the vacancy if filled by shareowners, and only the remaining directors elected by that 
voting group may vote to fill the vacancy if filled by the directors.  

Interested Director Transactions. The DGCL, IBCA and WBCL each provide that contracts or transactions in which one or. more of the corporation's directors have 'an interest ("Interested Con
tracts or, Transactions") are not. void or voidable solely 'because of such interest or because stich 
director was present at the 'directors' or shareowners' meeting'where such contracts or transactions 
were approved, provided certain conditions are met. Interested Contracts or Transactions may be 
approved by a majority vote of the disinterested directors or by vote of disinterested shareowners if the 
material facts of the contracts or transactions and the director's interest in such contracts or transac
tions are fully disclosed and a vote is taken in good faith. Furthermore, Interested Contracts 'or 
Transactions may be approved if such contracts or transactions are shown to be fair and reasonable to 
the' corporation at the time they are authorized, approved or ratified by the board of directors or 
shareoN ners.and separate disinterested shareowner or disinterested director approval is not required.  

Indemnificaltion of Directors and Officers. The WBCL provides for mandatory indemnification 
of a'director or officer against certain liabilities'and expenses if the director or officer was a party to a 
proceeding because of his or her status as such: (a) to the extent such director or officer is successful on 
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the merits or otherwise in the defense of the proceeding; and (b) in proceedings in which the director 
or officer is not successful in the defense thereof, unless it is determined that the liability was incurred 
because the director or officer breached or failed to perform a duty that he or she owes to the 
corporation and the breach or failure to perform constitutes: (i) a willful failure to deal fairly with the 
corporation or its shareowners in connection with a matter in which the director or officer has a 
material conflict of interest; (ii) a violation of criminal-law, unless the director or officer had reason
able cause to believe that his or her conduct was lawful or no reasonable cause to believe that his or her' 
conduct was unlawful; (iii) a transaction from which the director or officer derived an improper 
personal profit; or (i) willful misconduct. Indemnification under the WBCL is not required if the 
director or officer has previously received indemnification from any person, including the corporation, 
in connection with the same proceeding. The WBCL provides that a corporation's articles of incorpo
ration may limit its obligation to indemnify directors and-officers. The WBCL specifically states that it 
is the public policy of Wisconsin to require or permit indemnification in connection with a proceeding 
involving securities regulation, as described therein, to the extent otherwise required or permitted 
under the WBCL.  

The IBCA provides that 'a corporation shall. indemnify a director or officer, made party. to a 
proceeding because of his or her status as such, who was wholly successful on the merits or otherwise 
in the defense of such proceeding. Under the IBCA, the corporation may indemnify'a director or officer 
against liability incurred in a proceeding provided the director or officer: (a) acted in good faith; 
(b) reasonably believed that his or her conduct was in the corporation's best interests (in the case of 
conduct in such person's official capacity) or not opposed to the corporation's best interests (in all 
other cases); (c) in the case of any criminal proceeding, he or she had no reasonable cause to believe 
that the conduct was unlawful; (d) was not adjudged liable to the corporation; and (e) did not receive 
an improper personal benefit. The IBCA provides that a corporation's articles of incorporation may 
limit its obligation to indemnify directors and officers.  

The DGCL provides that a director or officer shall be indemnified against expenses (including 
attorneys' fees) actually and reasonably incurred to the. extent such director or officer.has been 
successful on the merits or otherwise in any action brought against such director or officer because of 
his or her status as such. With respect to a third-party action, the DGCL provides that a corporation 
may indemnify a director or officer against liability if such director or officer (a) acted in good faith and 
in .a manner he or she reasonably believed to be in or not opposed to the best interests of the 
corporation and (b) with respect to any criminal action, had no reasonable cause to believe his or her 
conduct was unlawful. With respect to claims brought against a director or officer by or in the right of 
the corporation, such director or officer may be indemnified against expenses (including attorneys' 
fees) actually and reasonably incurred by him or her except that no indemnification shall be made in, 
respect to any claim as to which such director or officer was adjudged to be'liable to the corporation 
unless and only to the extent that the Delaware Chancery Court determines otherwise.  

Limited Liability of Directors. The DGCL, IBCA and WBCL each provides for the limitation or 
elimination of the-personal-liability of a company's directors to the company or its shareowners for 
monetary .damages for a breach of a director's fiduciary duty. This imminity is automatic under 
Wisconsin law, but must be provided for in the certificate or articles of incorporation under Delaware 
and Iowa law. In any case, directors cannot be immunized in certain instances including: (i) breach of 
the duty of 'loyalty; (ii) acts or omissions not in good faith that involve intentional misconduct or'a 
knowing violation of law, (iii) unlawful distributions; and (iv) transactions in which the director 
received an improper personal benefit. Other limitations specific to each state also exist.  

Amendment of Articles. The DGCL, IBCA and WBCL each provide that the board of directors 
may propose amendments to a corporation's 'certificate or articles of incorporation, respectively.  
Under the DGCL,.proposed amendments must be approved by the affirmative vote of the holders of a 
majority of the voting power of the shares entitled to vote. Under the IBCA and WBCL, unless the 
articles of incorporation, bylaws adopted under authority granted in the articles, the board (if the . board is proposing the amendment), or the IBCA or WBCL, as applicable, requires a greater vote or 
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vote by voting groups, a proposed amendment is adopted if approved by a majority of the votes cast by 
every voting group entitled to vote on the amendment. In addition, each of the DGCL, IBCA and 
WBCL require that certain amendments must be approved by a separate vote of a class or series of 
stock if, among other things, the amendment would adversely affect the rights or preferences of such 
shares.  

Amendment of Bylaws. Under the DGCL, the power to adopt, amend or repeal the bylaws is 
vested in the stockholders entitled to vote, unless the certificate of incorporation confers the power to 
adopt, aniend or repeal the bylaws upon the directors. Under the IBCA and WBCL, unless reserved by 
the certificate of incorporation to the shareowners, the power to adopt, amend or repeal the bylaws is 
generally vested in the directors, subject to the power of the shareowners to adopt, amend, or repeal 
bylaws adopted, amended or repealed by the directors.  

Vote Required for Certain Mergers, Consolidations or Dissolutions. The DGCL, IBCA 'and 
WBCL each require shareowner approval (except as indicated below and for certain mergers between 
a parent company and its 90% owned subsidiary) by the shareowners of each corporation that is party 
to a plan of merger and the selling corporation for the sale by .the corporation of substantially all its 
assets-if not in the usual or regular course of business. (The DGCL does not refer to the usual or 
regular course of business). The IBCA and WBCL further provide for a shareowner vote of the 
corporation whose shares will be acquired in a statutory share exchange. Each of the DGCL, IBCA and 
WBCL require a shareowner vote to.approve the dissolution of a corporation.  

The DGCL provides that the vote required to approve a plan of merger, sale of substantially all the 
assets or dissolution is a majority of the outstanding stock of the corporation entitled to vote thereon.  
Under the IBCA and the WBCL, unless a higher voting requirement is imposed by the articles of 
incorporation or, in the case of the WBCL by the bylaws adopted under authority, granted by the 
articles of incorporation, or, in the case of the IBCA by the board of directors requiring a higher vote as 
a condition toits submission of the plan to shareowners, the vote required to approve a plan of merger, 
statutory.share.exchange, sale of substantially all assets not in the ordinary course of business or 
dissolution is a majority of the voting power of all shares entitled to vote of each corporation whose 
shareowners have a right to vote; approval of a plan of merger or statutory share exchange (and in the 
case of the WBCL, a sale of substantially all assets or dissolution) also may require the affirmative vote 
of one. or more classes or series of stock.  

Neither the IBCA nor the WBCL requires the vote of the shareowners of a surviving corporation 
in a merger if (i) the corporation's articles of incorporation will not be amended in the transaction 
(except for amendments permitted to be made by the board without a shareowner vote under the 
WBCL), (ii) shareowners of the corporation immediately before the effectiv4 date of the transaction 
will hold the same number of shares with identical rights immediately after the effective date, (iii) the 
number of shares entitled to vote immediately after the merger (plus shares issuable upon certain 
conversions or pursuant to certain rights) does not exceed by more than. 20% the number of shares 
entitled to-vote immediately before the transaction, and (iv) the number of participating shares of the 
corporation (outstanding shares of the corporation that entitle their holders to participate, without 
limitation, in distributions by the corporation) immediately after the merger, plus the number of 
participating shares of the corporation issuable on the.conversion of, or on the exercise of rights to 
purchase, securities issued in the transaction, will not exceed by more than 20% the number of 
participating shares of the corporation immediately before the transaction. The DGCL similarly does 
not require a stockholder vote of the stockholders of a surviving corporation to a merger if (i) the 
agreement of merger does not amend in any respect the surviving corporation's certificate, (ii) each 
share of stock outstanding immediately prior to the merger is identical to outstanding or treasury 
shares following the merger, and (iii) no shares of stock (and no securities convertible into shares of 
stock) are to be issued pursuant to the merger or the number of shares issued (or the securities 
convertible into shares of stock) does not exceed 20% of the number of shares outstanding immedi
ately prior to the merger.  
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Class Vote for Certain Reorganizations. The IBCA and the WBCL both provide,, with certain 
exceptions, that a class or series of shares of a corporation is entitled to vote on a plan of merger or 
statutory share exchange as a class or series if'any provision of the plan would, if contained in a 
proposed amendment to the articles of incorporation, entitle the class or series of shares to vote as a 
class or series and, in the case of an exchange, if the class or series is included in the plan of exchange.  
The DGCL does not contain similar provisions. In addition to the voting requirements discussed 
above, anti-takeover legislation adopted in Wisconsin and Delaware imposes additional restrictions on 
mergers and other business combinations between certain shareowners and the corporation. See 
"- Anti-Takeover Statutes." 

Shareowner Action by Consent. The DGCL, IBCA and WBCL each permit shareowners to take 
action without a meeting by written consent. However, the DGCL and IBCA both allow corporations 
to opt out of such written consent provisions by so stating in th6ir certificate or articles of incorpora
tion, respectively. To approve an action in lieu of meeting by written consent, the DGCL requires each 
written consent to be signed by the holders of outstanding stock having not less than the minimum 
number of votes that would be necessary to approve such action at a meeting where all shares entitled 
to vote thereon were present and voted. The IBCA requires written consents -to be signed by the 
holders of 90% of the votes entitled to be cast for shareowner action to be approved. The WBCL 
requires unanimous consent unless the articles of incorporation provide for action by less than 
unanimous consent.  

Statutory Shareowner Liability. The WBCL provides that shareowners of Wisconsin corpora
tions are personally liable up to an amount equal to the par value of shares owned by-them (and to the 
consideration for which shares without par value were issued) for debts owing to employees of the 
corporation for services performed for such corporation, but not exceeding six months' service in any 
one case. The liability imposed by the predecessor to this statute was interpreted in a trial court 
decision, to extend to the original issue price for shares, rather than the stated par value. Although 
affirmed by the Wisconsin Supreme Court, the case offers no precedential. value due to the fact that 
the decision was affirmed by an equally divided court. The DGCL and the IBCA do not contain 
comparable provisions.  

Distributions. The IBCA and the WBCL both provide that the board of directors may authorize 
and the corporation may make, subject to any restriction by the articles of incorporation, distributions 
to its shareowners unless after such distribution the corporation would not be able to pay its debts as 
they become due or -its total assets after the distribution would be less than the sum of its total 
liabilities, plus the amount that would be needed, if the corporation were to be dissolved at the time of 
the distribution, to satisfy the preferential rights upon dissolution of shareowners whose preferential 
rights are superior to those receiving the distribution.  

The DGCL provides that, subject to any restrictions contained in a corporation's certificate of 
incorporation, the directors may declare and pay dividends either (i) out of the corporatioh's surplus, 
or (ii) if there shall be no surplus, out of the corporation's net profits for the fiscal year in which the 
dividend is declared and/or the preceding fiscal year, unless the corporation's capital is. diminished.by 
depreciation to an amount less than the aggregate capital represeiited by the corporation's issued and 
outstanding.stock having a distribution preference.  

Special Meetings of Shareowners. Under the DGCL, IBCA and WBCL, a special meeting of 
shareowners may be called. by the board of directors or by any person authorized by the certificate or.  
articles of incorporation or bylaws to call a special meeting. The IBCA and WBCL further provide for 
the calling of a special meeting pursuant to a written demand of the holders of not less than 10% of the 
votes entitled to be cast at such a meeting.  

Dissenters' Rights. The DGCL, IBCA and WBCL each entitle shareowners of a corporation to 
dissent from and obtain fair value for their shares in the event of certain corporate actions. Subject to 
certain exceptions, limitations and conditions', shareowners of corporations incorporated in these 
states may dissent from a plan of merger: The IBCA and WBCL also both provide that shareowners 
may dissent from a statutory share exchange or a sale of all or substantially all' of the assets of the 

117



corporation. The IBCA also provides that dissenters' rights are available to shareholders in the event 
of any amendment to the articles of incorporation that materially and adversely affects the rights or 
preferences of the dissenting shareholders' shares in certain specified ways. The DGCL, IBCA and 
WBCL provide that a corporation may create additional dissenters' rights in its certificate or articles 
of incorporatibn. The IBCA and WBCL also allow corporations to create additional dissenters' rights 
in their bylaws or by board resolution..  

The DGCL and WBCL both provide that dissenters' rights are not available to holders of shares 
listed on a national securities exchange or quoted on the Nasdaq National Market. In addition, the 
DGCL provides that dissenters' rights are not available to holders of shares that are held of record by 
more than 2,000 holders. The DGCL provides that such shares do not carry dissenters' rights unless 
the holders thereof are required to accept in consideration of their shares anything other than listed 
securities or cash in lieu of fractional shares. The WBCL provides that such shares do not carry 
dissenters' rights unless the articles of incorporation provide otherwise or except- in a Business 
Combination (as defined under the WBCL and described below under "Anti-Takeover Statutes").  

Director dnd Officer Discretion. The WBCL provides that, in discharging his or her duties to the 
corporation and in determining what he or she believes to be in the best interests of the corporation, a 
director or officer may, in addition to considering the effects of any action on shareowners, consider 
(i) the effects of the action on employees, suppliers and customers of the corporation, (ii) the effects of 
the action on the communities in which the corporation operates and (iii) any other factors that the 
director or officer considers pertinent. The IBCA contains comparable provisions. The IBCA provides 
that, in discharging the duties of the position of director, a director may, in considering the best 
interests of the corporation, consider the interests of the corporation's employees, customers, suppli
ers, and creditors, the economy of the state and nation, community and societal considerations, and 
the long-term, as well as short-term interests of the corporation and its shareholders including the 
possibility that these interests may be best served by the continued independence of the corporation.  
Delaware judicial doctrine allows directors to consider similar factors. .  
Anti-Takeover Statutes 

Wisconsin law regulates a broad range of "business combinations" between a Wisconsin corpora
tioh and an "interested stockholder." Wisconsin law defines a "business combination" to include a 
merger or a share exchange, sale of assets, issuance of stock or rights to purchase stock and certain 
related party franisactions. An "interested stockholder" is defined as a person who beneficially owns, 
directly or indirectly, 10% of the outstanding voting stock of a corporation or who is an affiliate or 
associate of the corporation and beneficially owned 10% of the voting stock within the last three years.  
With certain exceptions, Wisconsin law prohibits a corporation from engaging in a business combina
tion with an interested stockholder for a period of three years following the date on which the person 
became an interested stockholder, unless the board of directors approved the business combination or, 
the acquisition of the stock prior to the interested stockholder's stock acquisition. date. A corporation 
may engage in, a business combination with ai interested stockholder after the third anniversary of 
the acqiisitiorn date provided any of the foll6wing is satisfied: (i) the board of directors approved the' 
purchase of stock by the interested stockholder prior to the interested stockholder's stock acquisition 
date, (ii) the business combination is approved by a majority of the outstanding voting stock not 
owned by the interested stockholder, (iii) the consideration to be received by shareowners meets 
certain requirements of the statute with respect to form and amount or (iv) the business combination 
is of a type specifically excluded from the coverage of the statute.  

Section 180.1150 of the WBCL provides that in particular circumstances the voting of shares of a 
Wisconsin "issuing public corporation" (a Wisconsin corpioration which has at least 100 Wisconsin 
resident shareowners, 500 or more shareowners of record and total assets exceeding $1 million) held 
by any person in excess of 20% of the voting power is limited to 10% of the full voting power of such 
excess shares. Full voting power may be restored under Section 180.1150 if a majority of the voting 
power of shares represented at a meeting, including those held by the party seeking restoration, are 
voted in favor of such restoration.  

118



In addition, the WBCL sets forth certain fair price provisions which govern mergers and share 
exchanges with, or sales of substantially all of a Wisconsin issuing public corporation's assets to, a 10% 
shareowner, mandating that any such. tiansactior meet one of two requirements. First, the transac
tion must be approved by 80% of all shareowners and two-thirds of "disinterested" shareowners, 
which generally exclude the 10% shareowner. Second, the corporation must pay a statutory fair price, 
which is intended to insure that shareowners in the second step merger, share exchange or asset sale 

receive at least what shareowners received in the first step.  

Further, the WBCL requires shareowner approval for certain transactions in the context of a 
tender offer or similar action for an amount in excess of 5% of a Wisconsin corporation's stock.  
Shareowner approval is required for the acquisition of more than 5% of the corporation's stock at a 
price above market value, unless the corporation makes an equal offer to acquire all shares. Share
owner approval is also required for the sale or option of assets which amount to at least 10% of the 
market value of the corporation, but this requirement does not apply if the corporation meets certain 
minimum outside director standards.  

Section 203 of the DGCL (the "Delaware Business Combination Statute") applies to certain 
business combinations involving a corporation and certain of its stockholders. The Delaware Business 
Combination Statute prevents a corporation from engaging in any "business combination" (defined to 
include a variety of transactions, including the sale of assets, mergers and most related party transac-_ 
tions) with an ''interested stockholder" (defined geneially as a person owning 15% or more of the 
corporation's outstanding voting stock) for three years following the date. such stockholder became an 
interested stockholder, unless (i) before such person became an interested stockholder, the board of 
directors of the corporation approved the business combination or the transaction in which the 
interested stockholder became an interested stockholder, or (ii) upon consummation of the transac
tion which resulted in the stockholder becoming an interested stockholder, the interested stockholder 
owned at least 85% of the voting stock of the corporation outstanding at the. time the transaction 
commenced (excluding stock held by directors who are also officers of the corporation and by certain 
employee stock ownership plans), or (iii) following the transaction in which such person became an 
interested stockholder, the business combination is approved by the board of directors of the corpora
tion and authorized at a meeting of stockholders by the affirmative vote of the holders of two-thirds of 
the outstanding voting stock of the corporation not owned by the interested stockholder.  
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION 

The following unaudited pro forma financial information combines the historical consolidated 
balance sheets and statements of income of WPLH, IES and IPC, including their respective Subsidiar
ies, after giving effect to the Mergers. The historical data for WPLH have been adjusted to reflect the 
restatement of such data to account for certain discontinued operations discussed in the notes hereto.  
The unaudited pro forma combined balance sheet at March 31, 1996 gives effect to the Mergers as if 
they had occurred at March 31, 1996. The unaudited pro forma combined statements of income for 
each of the three years in the period ended December 31, 1995, the three-month periods ended 
March 31, 1996 and 1995, and the twelve-month period ended March 31, 1996 give effect to the 
Mergers as if they had occurred at January 1, 1993. These statements are prepared on the basis of 
accounting for the Mergers as pooliIng of interests and are based on the assumptions set forth in the 
notes thereto.! In addition, the pro forma financial information does not give effect to the expected 
synergies or the costs to be incurred to achieve such synergies. The pro forma'financial information, 
however, does reflect the transaction costs to effect the Mergers.  

The -following pro forma financial information has been prepared from, and should be read in 
conjunction with, the historical consolidated financial statements and related notes thereto of WPLH, 
IES and IPC, incorporated by reference herein. The following information is not necessarily indicative 
of the financial position or operating results that would have occurred had the Mergers been consum
mated on the date, or at the beginning of the periods, for which the Mergers are being given effect nor 
is it necessarily indicative of future operating results or financial position. In addition, due to the 
effect of weather on sales and other factors which are characteristic of public utility operations, 
financial results for the three-month periods ended March 31, 1996 and 1995 are not necessarily 
indicative of trends for any twelve-month period.  
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED BALANCE SHEET 

MARCH 31, 1996 
(In thousands) 

ASSETS 
WPLH IES IPC Pro Forma Pro Forma 

(As Reported) (As Reported) (As Reported) Adjustments Combined 

UTILITY PLANT' 
Electric ... ...................................................... $1,674,322 $1,909,500 $ 836,863 - $4,420,685 
Gas.................. ......................................... .218,973 166,248 63,344 - 448,565 
Other .. ....................................................... .163,576 106,504 - 270,080 

Total ................................................................ 2,056,871 2,182,252 900,207 - 5,139,330 
Accumulated provision for depreciation .......................................... 908,603 973,304 409,051 - 2,290.958 
Construction work in progress .......................................... ..... 42,848 65,862 3,945 - 112,655 
Nuclear fuel - net....................................................... . 14,976 34,915 - - A9,891 

Net utility plant............................................... 1,206,092 1,309,725 495,101 - 3,010,918 
OTHER PROPERTY, PLANT AND EQUIPMENT - NET AND INVESTMENTS ....... 148,100 250,703 . 1,231 - 400,034 
CURRENT ASSETS 

Cash and cash equivalents........ ...... ............................. 7,935 10,435 1,218 - 19,588 
Accounts receivable - net ..................................... ..... 81,797 54,838 29,559 - 166,194 
Fossil fuel inventories, at average cost ................................. .. 12,285 12,313 11,938 - 36,536 
Materials and supplies, at average cost ......... ........................ ....... 20,904 25,164 5,762 - 51,830 
Prepayments and other............................................ 24,163 40,224 14,165 - 78,552 

Total current assets . ........................................... 147,084 142,974 62,642 - 352,700 
EXTERNAL DECOMMISSIONING FUND .... : ..................................... 82,523 49,543 - - 132,066 
DEFERRED CHARGES AND OTHER .................................. . 254,875 . 233,999 71,133 - . 560,007 

TOTAL ASSETS...................... ........................ $1,838,674 $1,986,944 $ 630;107 $ - $4,455,725 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements



INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED BALANCE SHEET (Continued) 
MARCH 31, 1996 

(In thousands) 
WPLH IES IPC Pro Forma Pro Forma 

(As Reported) (As Reported) (As Reported) Adjustments Combined 

LIABILITIES AND EQUITY 
CAPITALIZATION 

Common Stock Equity: 
Common stock (Note 1). ............................................ $ 308 $ 396,230 $ 33,475 $(429,299) $ 714 Other stockholders' equity (Note 1) ... ................................. 613,320 219,590 168,238 421,039 1,422,187 

Total common stock equity . ...... .... I ..... ...... 613,628 615,820 201,713 (8,260) 1,422,901 Preferred stock not mandatorily redeemable ......... ......................... 59,963 18,320 10,819 89,102 Preferred stock mandatory sinking.fund .................... ................ 24,062 24,062 
Long-term debt - net ........-....-.-............... ....................... 428,347 600,677 188,899 1,217,923 
R Total capitalization ............................... ........ 1,101,938 1,234,817 425,493 (8,260) 2,753,988 *CURRENT LIABILITIES 

Current maturities, sinking funds, and capital lease obligations . ................ 1,406 30,234 31,640 Commercial paper, notes payable and other ................................. 57,896 92,000 23,150 173,046 Variable rate demand bonds ........... 56,975 -56.975 
Accounts payable and accruals ........ ............................. 93,463 68,656 14,145 176'264 Taxes accrued .......................................................... 24,103 *69,294 20,801 1 Other accrued liabilities ............................................. 41,455 64,000 1149,93 41,455 69,370 14______ ______ 39539 

Total current liabilities 275,298 329,554 72,810 14,000 691,662 OTHER LIABILITIES' 
Deferred income taxes ......... ..... ....... . .................... 245,153 256,066 
Deferred investment tax credits ............................ . ........... 38,364 36,454 17,784 92,602 Accrued environmental remediation costs. ...................................... 76,763 43,680 6,834 127,277 Capital lease obligations ................. ................... ............ 20,135 - 20,135 Other liabilities and deferred credits ... . . ................. . 101,158 66,238 10,523 177919 

Total other liabilities ................................................. 461,438 422,573 131,804 (5,740) 1,010,075 
TOTAL CAPITALIZATION AND LIABILITIES............................. $1,838,674- $1,986,944 $ 630,107 $- $4,455,725 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED STATEMENTS OF INCOME 

THREE MONTHS ENDED MARCH 31, 1996 
(In thousands, except per share amounts) 

WPLH IES IPC Pro Forma Pro Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating Revenues 
Electric ..................... .. $148,500 $125,368 $65,915 $ - $339,783 
Gas ................ . . . . . . . 71,741 90,024 .21,134 - 182,899 
Other ...................... . 40,636 27,805 - - .68,441 

Total operating revenues ........ 260,877 243,197 87,049 591,123 
Operating Expenses 

Electric production fuels ......... ... 28,604 20,292 14,774 - 63,670 
Purchased power .............. 15,344 14,469 14,193 - 44,006 
Cost of gas sold ............. .. 45,364 67,437 11,473 - 124,274 
Other operation ............... .. 76,565 52,525 11,712 - 140,802 
Maintenance ............ . ...... . 8,551 10,833 3,693 - 23,077 
Depreciation and amortization ..... 23,116 27,384 7,577 - 58,077 
Taxes other than income taxes ..... .. 9,171. 13,262 4,550 - 26,983 

Total operating expenses ........ 206,715 206,202 67,972 - 480,889 

Operating Income . .............. 54,162 36,995 19,077 - 110,234 
Other Income (expense) 

Allowance for equity funds used 
during construction ............. .. 529 - - - 529 

Other income and deductions - net ., 3,950 1,677 812 - 6,439 

Total other income (expense) . . . . 4,479 1,677 812 - 6,968 

Interest Charges ................. .. 8,674 12,216 4,077 - 24,967 

Income from continuing operations 
before income taxes and preferred 
dividends...................... .. . 49,967 26,456 15,812 - 92,235 

Income Taxes .................... 17,459 12,132 6,271 - 35,862 
Preferred dividends of subsidiaries 

(Note 2) ....................... 828 229 '615 - 1,672 

Income from Continuing Operations 
(Notes 3 and 6) ................. . $ 31,680 $ 14,095 $ 8,926 $ - $54,701 

Average Common Shares Outstanding 
(Note 1) . . . ...... ....... .... 30,774 29,645 9,564 1,348: 71,331 

Earnings per share of Common Stock 
from continuing operations ........ $1.03 $0.48 $0.93 $- $0.77 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED STATEMENTS OF INCOME 

THREE MONTHS ENDED MARCH 31, 1995 
(In thousands, except per share amounts) 

WPLH IES IPC Pro Forma Pro Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating. Revenues 
Electric....................... .$131,151 $116,577 $63,803 $311,531 
Gas.......................... 55,207 .64,982 18,962 -139,151 

Other ........................ 29,516 24,833 - 54,349 
Total operating revenues ..... .... 215,874 206,392 82,765 505,031 

Operating Expenses 
Electric production fuels ........... ... 2,713 19,443 16,840 65,996 
Purchased power ............... 7,148 16,314 12,102 35,564 
Cost of gas sold ................. .. 33,882 49,289 9,957 93,128 
Other operation . ............ 59,991 48,090 12,031 120,112 
Maintenance .................... 9,832 12,163 3,440 25,435 
Depreciation land amortization . . .... 21,284 25,538 7,226 -54,048 

Taxes other than income taxes ..... 9,323 13,440 4,505 27,268 
Total operating expenses ........ 171,173 184,277 66 i01 421,551, 

Operating Income ................. 44,701 .22,115 16,664 83,480 
Other Income (expense) 

Allowance for equity funds used 
during construction .......... .. 271 282 - 553 

Other income and deductions - net. 35 360 270 665 
Total other, income (expense) . . . . 306 642 270 1,218 

Interest Charges ................ 10,157 11,136 4,217 25,510 
Income from continuing. operations 
before income taxes and preferred 
dividends...................... 34,850 11,621 12,717 -59,188 

-Income Taxes ................ . 13,963 4,652 4,960 .23,575 
Preferred dividends of subsidiaries 
(Note 2) ..................... 828 229 614 1,671 

Income from Continuing Operations 
(Notes. 3 and 6) ................. . $ 20,059 $ 6,740 $ 7,143 $ $33,942 

Average Common Shares Outstanding 
(Note 1) ..................... 30,774 28,889 9,564 1,341 70,568 

Earnings per share of Common Stock 
from continuing operations.......... $0.65 $0.23 $0.75 $ $0.48 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED STATEMENTS OF INCOME 

TWELVE MONTHS ENDED MARCH 31, 1996 
(In thousands, except per share amounts) 

WPLH IES IPC . Pro Forma Pro Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating Revenues 
Electric ....... ............. . $563,672 $569,262 $276,986 $ - $1,409,920 
Gas ....................... ... 155,703 215,381 45,840 - 416,924 
Other ..................... 132,883 .103,173 - - 236,056 

* Total operating revenues ...... ... 852,258 887,816 322,826 - 2,062,900 
Operating Expenses .............  

Electric production fuels ........ 115,380 97,105 60,099 - 272,584 
Purchased power ............. .. 52,210 65,029 59,656 - .176,895 
Cost of gas sold .............. 95,483 159,864 27,404 - 282,751 
Other operation .............. ... 267,371 205,822 45,398 - 518,591 
Maintenance ................ 40,762 44,763 15,134 - 100,659 
Depreciation and amortization . . . . 88,151 99,803 29,911 - 217,865 
Taxes other than income taxes. .. . 34,036 48,836 16,034 - 98,906 

Total operating expenses ...... 693,393 721,222 253,636 - 1,668,251 
Operating Income .............. ... 158,865 166,594 69,190 - 394,649 

Other Income (expense) ..........  
Allowance for equity funds used 
during construction ............ ... 1,684 104 - 1,788 

Other income and deductions - net 7,018 4,489 (2,330) - 9,177 

Total other income (expense) . .. 8,702 4,593 (2,330) - 10,965 
Interest Charges ............... .. 41,414 48,772 16,655 - 106,841 

Inconie from continuing operations 
before income taxes and preferred 
dividends ................... ... 126,153 122,415 50,205 - 298,773 

Income Taxes ................. .. 39,604 49,970 20,764 - 110,338 
Preferred dividends of subsidiaries 

(Note 2) .................... 3,310 914 2,459 - 6,683 

Income from Continuing Operations 
(Notes 3 and 6) ................ . $ 83,239 $ 71,531 $ 26,982 $ - $ 181,752 

Average Common Shares Outstanding 
(Note 1) ..................... ... 30,774 29,391 9,564 1,346 71,075 

Earnings per share of Common Stock 
from continuing operations ....... .. $2.70 $2.43 $2.82 $- $2.56 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED STATEMENTS OF INCOME 
YEAR ENDED DECEMBER 31, 1995 

(In thousands, except per share amounts) 

WPLH IES IPC Pro Forma Pro Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating Revenues 
Electric ...................... $546,324 $560,471 .$274,873 $- $1,381,668 .Gas........................ 139,165 190,339 43,669 -373,173 
Other ...................... 121,766 '100,200 - 221,966 

Total operating revenues ...... 807,255 851,010 318,542 
Operating Expenses 

Electric production fuels ......... .. 116,488 96,256 62,164 274,908 Purchased power .............. ... 44,015 66,874 57,566 168,455 Cost of gas sold ......... ...... .. 84,002 141,716 25,888 251,606 Other operation .............. ... 250,796 201,390 45,717 497,903 Maintenance . ....... ....... 42,043 46,093 14,881 
.Depreciation and amortization . . . . 86,319 97,958 29,560 213,837 Taxes other than income 

taxes...................... 34,188 49,011 15,990 -99,189 
Total operating expenses ...... 657,851 699,298 251,766 -1,608,915 

Operating Income .............. ... 149,404 151,712 66,776 367,892 
Other Income (.Expense) 

Allowance for equity funds used 
during construction ........... . 1,425 386 1,811 

Other income and deductions - net 3,103 3,170 (2,872) 3,401 
Total 'other income 

(expense) ................ 4,528 3,556 (2,872) 5,212 Interest Charges ................. 42,896. 47,689 16,795 107,380 
Income from continuing operations 
before income taxes and preferred 
dividends ... ................ 111,036 107,579 47,109, 265,724 Income Taxes ... ........ .. 36,108 42,489 19,453 98,050 Preferred dividends of subsidiaries 
(Note 2) ..................... .... 3,310 914 2,458 6,682 

Income from Continuing Operations 
(Notes 3 and. 6 .................. $ 71,618 $ 64,176 $ '25,198 $- $ 160,992 

Average Common Shares Outstanding 
(Note 1) ............... .;-. . . . '30,774 29,202 9,564 1,344 70,884 Earnings per share of Common Stock 
from continuing operations .......... $2.33 $2.20 $2.63 $$2.27, 

See,' accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA. CpMBINED STATEMENTS OF INCOME 

YEAR ENDED DECEMBER 31, 1994 
(In thousands, except per share amounts) 

WPLH JES IPC Pro Forma Pro Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating Revenues 
Electric ........................ $531,747 $537,327 $261,730 $- $1,330,804 
Gas ....................... .. 151,931 165,569 45,920 - 363,420 
Other ....................... .112,039 82,968 - - 195,007 

Total operating revenues ...... 795,717 785,864 307,650 - 1,889,231 
Operating Expenses 

Electric production fuels ........ ... 123,469 85,952 61,384 - 270,805 
Purchased power ............. .. 37,913 68,794 58,339 - '165,046 
Cost of gas sold ................ 100,942 120,795 30,905 - 252,642 
Other operation .............. ... 246,212 .176,863 51,917 - 474,992 
Maintenance .................... 41,227 52,841 17,160 - 111,228 
Depreciation and amortization . .. .. 80,351 86,378 28,212 - 194,941 
Taxes other than inconle 
taxes ............. ....... .... 33,788 46,308 16,298 96,394 

Total operating expenses ...... .663,902 637,931 264,215 - 1,566,048 

Operating Income .............. ... 131,815 147,933 43,435 - 323,183 
Other Income (Expense) 

Allowance for equity funds used 
during construction ........... .. 3,009 2,299 166 - 5,474 

Other income and deductions - net 7,610 3,472 3,100 - 14,182 

Total other income 
(expense) ................ .. 10,619 5,771 3,266 - 19,656 

Interest Charges ................. .. 36,657 44,399 16,845 - 97,901 

Income. from continuing operations 
before income taxes and preferred 
dividends ................... ... 105,777 109,305 29,856 - 244,938 

Income Taxes ................. .. 36,043 41,573 9,189 - 86,805 
Preferred dividends of subsidiaries 

(Note 2) .............. ....... . 3,310 . 914 2,454 - 6,678 

Income from Continuing Operations 
(Notes 3 and 6) ........ ....... . $ 66,424 $ 66,818 $ 18,213 $- $. 151,455 

Average Common Shares Outstanding 
(Note 1) ............. ....... 30,671 28,560 9,479 1,329 70,039 

Earnings per share of Common Stock 
from continuing operations ....... .. $2.17 $2.34 $1.92 $- $2.16 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

UNAUDITED PRO FORMA COMBINED STATEMENTS OF INCOME 

YEAR ENDED DECEMBER 31, 1993 
(In thousands, except per share amounts) 

WPLII IES IPC Pro Forma Pro, Forma 
(As Reported) (As Reported) (As Reported) Adjustments Combined 

Operating Revenues 
Electric .... ................ $503,187 $550,521 $255,759 $- $1,309,467 
Gas ........................ 137,270 181,923 53,709 - 372,902 
Other ....................... .. 98,147 68,822 - - 166,969 

Total operating revenues ...... 738,604 801,266 309,468 - 1,849,338 
Operating Expenses 

Electric production fuels ........ ... 123,919 87,702 64,059 - 275,680 
Purchased power .......... . ... 28,574 93,449 53,936 - 175,959 
Cost of gas sold ............ 90,505 135,830 38,309 - 264,644 
Other operation ............... ... 221,840 162,642 48,567 - 433,049 
Maintenance .................. 44,763 48,913 16,771 - 110,447 
Depreciation and amortization . . .. 68,680 77,012 26,955 - 172,647 
Taxes other than income taxes ..... 32,379 44,449 17,080 93,908 

Total operating expenses ...... . 610,660 649,997 265,677 1,526,334 
Operating Incone ............... ... 127,944 151,269 43,791 - 323,004 
Other Income (Expense) 

Allowance for equity funds used 
during construction ............ 2,978 824 *68 - 3,870 

Other income and deductions net . (633) (2,908) 1,209 - (2,332) 
Total other income (expense) . . . . 2,345 (2,084) 1,277 - 1,538 

Interest Charges ................ .. 37,020 43,292 16,617 - 96,929 
Income from continuing operations 
before income taxes and preferred 

. dividends ................... .... 93,269 105,893 28,451 - 227,613 
Income Taxes ................. .... 25,656 37,041 9,464 - 72,161 
Preferred dividends of subsidiaries 

(Note 2) ...................... 3,928 914 2,861 - 7,703 
Income from Continuing Operations 

(Notes 3 and 6) ................. .$ 63,685 $ 67,938 $ 16,126 $- $ 147,749 
Average Common Shares Outstanding 

(Note 1) ..... ............ 29,681 27,764 . 9,316 1,303 . 68,064 
Earnings per share of Common Stock 
from continuing operations ....... $2.15 $2.45 $1.73 $- $2.17 

See accompanying Notes to Unaudited Pro Forma Combined Financial Statements 
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INTERSTATE ENERGY CORPORATION 

NOTES TO UNAUDITED PRO FORMA 
COMBINED FIN NCIAL STATEMENTS 

1 The pro forma combined financial statements reflect the conversion of each share of IES Common 

Stock (no par value) outstanding into 1.01 shares of WPLH Common Stock ($.01 par value) and 
the conversion of each share of IPC Common Stock ($3.50 par value) into 1.11 of a share of WPLH 

Common Stock ($.01 par value), and the continuation of each share of WPLH Common Stock 

($.01 par value) outstanding as one share of Interstate Energy Common Stock, as provided in the 

Merger Agreement. The pro forma adjustment to common stock equity restates the common 

stock account to equal par value for all shares to be issued ($.01 par value per share of Interstate 

Energy Common Stock) and reclassifies the excess to other stockholders' equity. The pro forma 
combined statements of income are presented as if the companies were combined on January 1, 
1993. The pro forma combined balance sheet gives effeft to the Mergers as if they 9ccurred at 
March 31, 1996.  

The number of shares of common stock used for calculating per share amounts is based on the.  
exchange ratios shown below.  

Average Number of Shares Outstanding for the twelve months ended 

Exchange. As reported Pro forma As reported Pro forma As Reported Pro forma 
Ratio 3/31/96 3/31/96 12/31/95 12/31/95 12/31/94 12/31/94 

(in thousands) 

IES 1.01 29,391 29,685 29,202 29,494 28,560 28,846 
IPC ..... 1.11 9,564 10,616 9,564 10,616 9,479 -10,522 
WPLH ... N/A 30,774 30,774 30,774 30,774. 30,671 30,671 

Exchange As reported Pro forma 
Ratio 12/31/93 '12/31/93 

(in thousands) 

IES ................... 1. 01 27,764 28,042 
IPC .................... 1.11 9,316 10,341 
WPLH ................... N/A 29,681 29,681 

Average Number of Shares Outstanding for the three months ended 

Exchange As reported Pro forma As reported Pro forma 
Ratio 3/31/96 3/31/96 3/31/95 3/31/95 

(in thousands) 

IES ................... ... 1.01 29,645 29,941 28,889 29,178.  
IPC .................... 1.11 9,564. 10,616 9,564 10,616 
WPLH ..................... N/A 30,774 30,774 30,774 30,774 

2. The IPC Preferred Stock has been reclassified in the pro forma statements as preferred stock of 

subsidiary companies and deducted in the determination of income from continuing operations 

which reflects the holding company structure of the entity formed through the Mergers.  

3. Nonrecurring items affecting WPLH's 1994 performance included the impact of early retirement' 
and severance programs and the reversal of a coal contract penalty assessed by the Wisconsin 

Commission which was charged to income in 1989. The net after-tax impact of these items on 
income from continuing operations for the year ended December 31, 1994 was a decrease of $8.3 
million 'related to the early retirement and severance programs offset by an increase of $4.9 
million related to the coal contract penalty reversal.  
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INTERSTATE ENERGY CORPORATION 

NOTES TO UNAUDITED PRO FORMA 
COMBINED FINANCIAL STATEMENTS (Continued) 

IPC's income from continuing operations includes expenses associated with the environmental 
investigation and remediation costs of former manufactured gas plants. Operating expenses for 
the twelve months ended March 31, 1996 and for the years ended December 31, 1995, 1994 and 
1993 include $0.2 million, $0.3 million, $0.8 million and $3.5 million, respectively, for these costs.  
Other operating expenses for the twelve months ended March 31, 1996 and for the year ended 
December 31, 1995 also include $0.8 million and $0.7 million, respectively, of legal fees related to.  
coal tar remediation, compared with $1.0 million and $0.3 million for the years ended Decem
ber 31, 1994 and 1993, respectively. For the twelve months ended March 31, 1996 and for the 
years ended December 31, 1995, 1994 and 1993, $0.4 million, $0.6 million, $0.7 million and $0.6 
million, respectively, of the foregoing expenses were recovered in rates.  

Nonrecurring items affecting IES's income from continuing operations for the year ended Decem
ber 31, 1993 include various gains and losses related to sales of assets and property valuation 
adjustments associated with its nonregulated businesses. The net after-tax impact of these items 
on income from continuing operations for the year ended December 31, 1993 was a decrease of 
$2.0 million.  

4. The allocation between WPLH, IES and IPC and their customers of the estimated costs savings of 
apprdximately $749 million over ten years resulting from the Mergers, net of the costs incurred to 
achieve such savings, will be subject to regulatory review and approval. Costs arising from the 
proposed Mergers are currently estimated to be approximately $78.4 million (including transac
tion costs of $11.5 million related to fees for financial advisors and $2.5 million related to fees for 
attorneys, accountants, consultants, filings and.printing). None of these estimated cost savings, 
or the costs to achieve such savings, have been reflected in the pro forma combined financial 
statements. The transaction costs have been reflected in the pro forma balance sheet at March 31, 
1996 such that shareowner equity has been reduced by $8.26 million, accrued liabilities have been 
increased by $14.0 million, and-deferred taxes were decreased by $5.74 million..  

5. Intercompany transactions (including purchased and exchange power transactions) between 
WPLH, IES and IPC during the periods presented were included in the determination of regu
lated rates and were not material. Accordingly, no pro forma adjustments were made to eliminate 
such transactions.  

6. The financial statements of WPLH reflect the discontinuance of operations of its utility energy 
and marketing consulting business.in 1995. The discontinuance of this business resulted in a pre
tax loss of $7.7 million ($11.0 million net of the applicable income tax expenses) in 1995. Operat
ing revenues, operating expenses, other income and expense and income taxes for the discontin
ued operations for the time periods presented have been excluded from income from continuing 
operations. Interest expense has been adjusted for the amounts associated with direct obligations 
of the discontinued operations.  
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INTERSTATE ENERGY CORPORATION 

NOTES TO UNAUDITED PRO FORMA 
COMBINED FINANCIAL. STATEMENTS (Continued) 

Operating revenues, related losses, and income tax benefits associated with the discontinued 

operations for the indicated time periods were as follows: 

Iwelve Months 

Mard1, Year Ended December 31, 
1996 1995 1994 1993 

(Dollars in thousands) 

Operating revenues ........ ........... .. $15,969 $24,979 $34,798 $33,340 

Loss from discontinued operations before tax 
benefit ............................ $ 2,990 $ 3,663 $ 1,806 $ 1,761 

Income tax benefit .................... 1,184 1,451 632 599 

Loss from discontinued operations ........ . $ 1,806 $ 2,212 $ 1,174 $ 1,162 

7. Accounting principles have been consistently applied in the financial statement presentations for 
WPLH, IES and IPC with one exception. IPC does not include unbilled electric and gas revenues 
in its calculation of total revenues. The utility subsidiaries of WPLH and IES accrue unbilled 
revenues. The impact of this difference in accounting principles among the companies does not 
have a material impact on the unaudited pro forma combined financial statements as presented 
and, accordingly, no adjustments have been made to conform accounting principles.  
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SELECTED INFORMATION CONCERNING WPLH, IES AND IPC 
Business of WPLH 

WPLH, incorporated under the laws of the State of Wisconsin in 1981, is the holding company for WP&L and its'utility-related subsidiaries and for HDC, the parent corporation-for WPLH's non-utility businesses. WP&L is a public utility engaged principally in generating, purchasing, distributing and selling electric energy in. portions of southern and central Wisconsin. WP&L also purchases, distributes, transports and sells natural gas in parts of such areas and supplies water in two communities.  A wholly-owned subsidiary of WP&L supplies electric, gas and water service principally in Winnebago County, Illinois. WP&L provides retail electric service to approximately 377,000 customers in 663 cities, villages and towns, and wholesale service to 27 municipal utilities, one privately-owned utility, three rural electric cooperatives and the Wisconsin Public Power, Inc. system, which provides retail service to nine communities. WP&L owns 20,969 miles of electric transmission and distribution lines and 362 substations located adjacent to the communities served. WP&L provides retail natural gas service to approximately 146,000 customers in 239 cities, villages and towns.' 
HDC and its principal subsidiaries are engaged in business development in three major areas: (i) environmental engineering and consulting, (ii) affordable housing and (iii) energy services.  
The principal executive office of WPLH is located at 222 West. Washington. Avenue, Madison, Wisconsin 53703, telephone number (608) 252-3311.  

Business of IES 
IES, incorporated under the laws of the State of Iowa in 1986, is a holding company for Utilities and Diversified, the parent company for most of IES's non-utility businesses. Utilities is a public utility primarily engaged in providing electric energy, natural gas and, to a limited extent, steam used for heating and industrial purposes in Iowa. Utilities serves more than 333,000 electric customers and 174,000 natural gas customers in more than 550 communities across Iowa and provides wholesale electrical service to 30 Iowa municipal utilities.  

Diversified is a holding company that is engaged in various non-utility operations, including energy production and marketing, railroad and other transportation services, and local real estate development through its wholly-owned subsidiaries. IES Energy Inc. develops stand-by production facilities for large users of electricity, markets natural gas and steam to end users, and purchases, explores for, develops and produces crude oil and natural gas. IES Transportation Inc. provides shortline rail freight service .between Cedar Rapids and Iowa City, Iowa, provides barge terminal and hauling service on the Mississippi River, and provides transloading and storage services. IES Investments, Inc.,pursues 'real estate and economic development activities in Utilities' service territory, owns resort: properties, and holds certain other passive equity investments.  
The principal executive office of IES and Utilities is located at IES Tower, 200 First Street S.E., Cedar Rapids, Iowa 52401, telephone number (319) 398-4411.  

Business of IPC" . .  

IPC is an operating public utility incorporated in 1925 under the laws of the State of Delaware.  IPC services 162,000 retail electric customers in portions of 25 counties in northern and northeastern Iowa, portions of 22 counties in southern Minnesota and portions of four counties in northwestern Illinois. IPC also serves 48,600 natural gas customers in 39 communities, including Albert Lea, Minnesota; Cliriton, Mason City and Clear Lake, Iowa; and Fulton and Savanna, Illinois. In addition, IPC engages in the transportation of natural gas within Iowa, Minnesota and in'interstate commerce.  
The principal executive office of IPC is located at 1000 Main Street, Dubuque, Iowa 52001, telephone number (319) 582-5421.  
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Certain Business Relationships Between WPLH, IES and IPC 

In the normal course of business, WP&LUtilitia ndIPC bigy hnd sell electric power from and to 

each other in arm's-length transactions pursuant to filed. rate schedules. In addition, from time to 

time, a subsidiary of Diversified has provided WP&L with barge sei-vice across the Mississippi River to 

facilitate the delivery of coal to WP&L's generating facilities. IPC also has contracted with a subsidi

ary of HDC for certain energy brokerage services.  

INTERSTATE ENERGY FOLLOWING THE MERGERS 

No later than the Effective Time, subject to approval of the Name Change Amendment at the 

WPLH Meeting, WPLH will change its name to "Interstate Energy Corporation." Interstate Energy 
will be. the parent of IPC or New IPC, as the case may be, and, the operating subsidiaries of both 

WPLH and IES. The headquarters of Interstate Energy will be in Madison, Wisconsin. The utility 

subsidiaries of Interstate Energy will serve more than 870,000 electric customers and 360,000 natural 

gas customers, and its service territory will include portions of Wisconsin, Iowa, Illinois and Minne

sota. Thebusiness of Interstate Energy will consist of owning utilities and various non-utility subsidi

aries. WPLH, IES and IPC recognize that the divestiture of their existing gas operations and certain 

non-utility -operations is a possibility under the new registered holding company structure, but are 

seeking approval from the SEC to maintain such businesses. See '.'Regulatory Matters." 

Management of Interstate Energy 

Pursuant to the Merger Agreement, at the Effective Time, the Interstate Energy Board will 

consist of fifteen members, six members of which will be designated by WPLH, including Mr. Davis, six 
members of which will be designated by IES, including Mr. Liu, and three members of which will be 

designated by IPC, including Mr. Stoppelmoor. It is anticipated that simultaneously with the Mergers, 
all but six of the WPLH directors then in office will resign and the remaining WPLH directors will 

increase the size of the Interstate Energy Board to fifteen and appoint the six persons designated by 
the IES Board and the three persons designated by the IPC Board to fill the nine resulting vacancies.  

WPLH and IES will each designate two directors and IPC will designate one director for each of 

Classes I and II of the Interstate Energy Board. Class III directors will consist of Messrs. Liu, Davis 

and Stoppelmoor, as well as one additional designee of each of WPLH and IES. To date, WPLH, 

IES and IPC have not determined which individuals, in addition to Messrs. Liu, Davis and Stop

pelmoor, will be designated to serve as directors of Interstate Energy as of the Effective Time. Each 

designee shall serve for a term equal to the remaining balance of the three-year term of the class of 

directors in which such designee shall serve. At each annual shareowners' meeting after the Effective..  

Time, the number of directors equal to the number of the class whose term expires at the time of the 

meeting shall be elected for a term of three years. See "The Merger Agreement - Interstate. Energy' 
Board of Directors." 

At the Effective Time, Mr. Liu will be Chairman of Interstate Energy, Mr. Davis will be President 
and Chief Executive Officer of Interstate Energy, Mr. Stoppelmoor will be Vice Chairman of Interstate 
Energy and Mr. Chase will be President of IPC or New IPC, as the case may be. Each of Mr. Liu, 

Mr. Davis, Mr. Stoppelmoor and Mr. Chase will have an employment agreement with Interstate 

Energy or its subsidiaries following the Mergers. See "The Mergers - Employment Agreements." At 

the Effective Time, Mr. Ahearn will be President and Chief Oierating Officer of the holding company 
for the non-utility business of Interstate Energy.  

Operations 
After the Mergers, WP&L, Utilities or New Utilities, as the case may be, and IPC or New IPC, as 

the case may be, will operate as the principal subsidiaries of Interstate Energy. The headquarters of 

the three utilities will remain in their current locations.  

Exceptfor the transfer of WP&L's water utility business in Wisconsin to New Utilities and New 

IPC in the. event that the IPC Reincorporation Merger and the Utilities Reincorporation Merger are 

effected, the utility operations of WP&L, Utilities and IPC will continue and will be unaffected by 
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consumatin ofthe ergersi-The.Wiscon'sin w' ter. utility business of WP'&L wil etaserdt New U 'tihities and New IPO immediately after consummation of the Mergers in the event that the IPC Reincorporation Merger and the Utilities Reincorporation Merger are effected.. Upon receipt of the necessary approvals from the FERO and applicable state regulators 'and on or following the Effective Time, WP&L, Utilities or New Utilities, as the casenmay be, and IPC or New IPO, as the case may be, expect to enter into a p ower purchase agreement and agreements providin Ig for the integrated operation (including joint dispatch) of their systems and expect to become parties to a coordination agreement, whereby costs of generating capacity and transmission will be shared. The integration 'of the WPT&L, Utilities or New Utilities, as the case may be, and IPC or New IPO, as the case may be, generating capacity should increase the ability of these companies to meet demands for electricity within the. territories each serves. It -is.Palso anticipated that a -single administrative'and support system will be established following the Mergers.  
*The non-itility operations of WPLH are presently-conducted through H.DC, and most of the non-.  utility operations of IES are presently conducted through Diversified. Following the Mergers, it is anticipated that HDC and Diversified will be combined into, one entity to mang h iesfe 

operations of interstateEnry 
Dividends 

It is anticipated that'Inferstate Energy will retain WPTLH's-then current common share dividend.  Basedon the dividend paid for the first quarter of 1996, .WPLH's annualized dividend rate is currently $1.97 per share,. IES currently pays $2.10 per share an nually and IPC's annual dividend rate is currently $2.08 per share. However, no assurance can be giv en that such dividend rate will be in effect .or will remain unchanged, and Interstate Energy reserves the right to increase or decrease its dividend as'may be required by law or contract or as may be determined by the Interstate Energy Board, ini its discretion, to be advisable. Declaration and timing -of dividends on Interstate EnergyW Common Stock will be *a business decision to be made -by the I 'nterstate Energy *Board from time to time based uipo 'n the results of operations and financial condition of Interstate Energy arid its su bsidiaries and 'suchlother business considerations as the Interstate Energy Board considers relevant'in accordance with applicable laws. For a description of certain restrictions on Interstate Energy's ability to pay. dividends on theInterstate'Energy Common Stock, see "Description of. Interstate Energy Capital -Stock.", 

-EXPERTS 
The consolidated financial statements and schedules of WPLH at December 31, 1995 and 1994 and for each of the three years in the period-ending December 31, 1995 incorporated by reference in this Joint; Proxy'StAtement/Prospectus have been audited by Arthur Andersen 'LLIP' independent public accountants,' as indicated in their reports with respect thereto, and are included herein in reliance upon the authority.of said firm as experts in accounting and auditing in giving said reports.  
The consolidated financial statements and schedule of IES at December 31, 1995 and 1994 and for each of the threel years in the period ending December 3 1, 1995 incorporated by reference in this Joint Proxy Statement/Prospectus have been audited by Arthur Andersen LLP, independent public account- -ants, as indicated in their reports With respect thereto, and are included herein in reliance upon the authority of said firm as experts in accounting and auditing in giving. said'reports.  
The fliancialI statements and the related financial statement schedule of IPC at December 31, 1995 and 1994 and for each of the three years in the period ended December 31, 1995 incorporated in this~ Joint Proxy Sta'tement/Prospectus by -reference fromi IPC's Annual Rep6rt-on Form 10-K for the year ended December 31, 1995 have been audited by Deloitte &, Touche LLP, independent auditors, as stated in their reports, which are incorporated herein by reference, and have been so incorporat 'ed in reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.  
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LEGAL-MATTERS 

Foley & Lardner, Milwaukee, Wisonsin, will pasi up' th6 legality of the shares of Interstate 
Energy Common Stock and the shares of New IPC Preferred Stock, if any, to be issued in connection 
with the Mergers.  

SHAREOWNER PROPOSALS 

In order to be eligible to be considered for inclusion in WPLH's proxy materials relating to the 

WPLH annual shareowner meeting in 1997, any shareowner proposal intended to be presented at that 
meeting must be received at the principaloffice of WPLH on or before November 20, 1996.  

In order to be eligible to be considered for inclusion in IES's proxy materials relating to the 

IES annual shareowner meeting in 1997, any shareowner proposal intended to be presented at that 
meeting must be received at the principal office of IES on or before on or before November 20, 1996.  

In order to be eligible to be considered for inclusion in IPC's proxy materials relating to the 

IPC annual shareowner meeting in 1997, any shareowner proposal intended to be presented at that.  
meeting must be received at the principal office of IPC on or before on or before November 20, 1996.  
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ELECTION OF WPLH DIRECTORS 

Three directors are to be elected at the WPLH Meeting. Rockne G. Flowers, Katharine C. Lyall 
and Henry C; Prange are nominees to hold office for a term expiring at the 1999 Annual Meeting of 
Shareowners of WPLH or until their successors have been duly elected and qualified.  

The proxies solicited may be voted for a substitute nominee or nominees in the event that any of 
the nominees shall be unable to serve, or for good reason will not serve, a contingency not now 
anticipated.  

Brief biographies of the director nominees and continuing 'directors follow. These biographies 
include their age (as of December 31, 1995), an account of their business experience, and the names of 
publicly-held and certain other corporations of which they are also directors. Except as otherwise 
indicated, each nominee and continuing director has been engaged in his or her present occupation for 
at least the past five years.  

Nominees 

The WPLH Board recommends the following nominees for election as directors and urges each 
shareowner to vote "FOR" all nominees. Shares of WPLH Common Stock represented by executed but 
unmarked proxies will be voted "FOR" all nominees.  

Rockne G. Flowers Principal Occupation: President and.Director of Nelson Industries, Inc.  
(a muffler, filter, industrial silencer, and active sound and vibration' 
control technology and manufacturing firm), Stoughton, Wisconsin.  

Age: 64 

Served as director since 1981 

Annual Meeting at which nominated term.of office will expire: 1999 

Other Information: Mr. Flowers has served as a director of WP&L since 1994. He previously served 
as a director of WP&L from 1979 to 1990. Mr. Flowers is also a director of-RMT, Inc., a subsidiary of 
HDC; Digisonix, Inc.; American Family Mutual Insurance Company; Janesville Sand and Gravel 
Company; M&I Madison Bank; Meriter Health Services, Inc.; Meriter Hospital; and the Wisconsin 
History Foundation. He is also a me mber of the University of Wisconsin-Madison School of Business 
Board of Visitors.  

Katharine C. Lyall Principal Occupation: President, University. of Wisconsin System, 
Madison, Wisconsin.  

Age: 54 

Served as director from 1986 to 1990 and since 1994 

Annual Meeting at which nominated term of office will expire: 1999 

Other Information: Ms. Lyall has served as President of the University of Wisconsin System since 
April 1992. Prior to becoming President, she served as Executive Vice President of the University of 
Wisconsin System. Ms. Lyall has served as a director of WP&L since 1986. She also serves on the 
Board of Directors of the Kemper National Insurance Companies and the Carnegie Foundation for the 
Advancement of Teaching. She is a member of a variety of professional and community organizations, 
including the American Economic Association; the Association of American Universities (currently 
serving on the executive committee); the Wisconsin Academy of Sciences, Arts and Letters; the 
American Red Cross (Dane County); Competitive Wisconsin, Inc.; and Forward Wisconsin. In addition 
to her administrative position, she is a professor of economics at the University of Wisconsin-Madison.  
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Henry C. Prange Principal Occupation: Retired Chairman of the Board,' H. C. Prange 

Company (rethii si6rs), Green Bay, Wisconsin.  

Age: 68 

Served as director since 1986 

Annual Meeting at which nominated term of office will expire: 1999 

Other Information: Mr. Prange has served as a director of WP&L since 1965.  

Continuing Directors 

L. David Carley Principal Occupation: Consultant to institutions and associations in.  
higher education and health delivery, financial advisor to small 
businesses., 

Age: 67 

Served as director from 1986 to 1990 and since 1994 

Annual Meeting at which current term of office will expire: 1998 

Other Information: Mr. Carley has served as a director of WP&L from 1975 to 1977, and again since 
1983. He is also a trustee of the Kennedy Presidential Library, and is the Chairman of the Board of 
Alliance Therapies Inc., a health rehabilitation firm.  

Erroll B. Davis, Jr. Principal Occupation: President and Chief Executive Officer of WPLH; 
President and Chief Executive Officer of WP&L; Chairman of the Board 
of HDC.  

Age: 51 

Served as director since 1982 

Annual Meeting at which current term of office will expire: 1997 

Other Information: Mr. Davis was elected President of WPLH in January 1990, and was elected 
President and Chief Executive Officer of WPLH effective July 1, .1990. He has served as a director of 
WP&L since 1984. Mr. Davis joined WP&L in August 1978 and was elected President in July 1987. He 
was elected to his current position with WP&L in August 1988. Mr. Davis was elected Chairman of the 
Board of HDC effective July 1, 1990. He is a director of the Edison Electric Institute, the-Association of 
Edison Illuminating Companies, Amoco Oil Company, Competitive Wisconsin, Inc., Electric Power 
Research Institute, PPG Industries, Inc., Sentry Insurance Company (a mutual company), and the 
Wisconsin Utilities Association. Mr. Davis is also a director and immediate past chair of the Wisconsin 
Association of Manufacturers and Commerce and a director and vice chair of Forward Wisconsin.  
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Donald R. Haldeman Priincipal Occupation: Executive Vice President and Chief Executive 
Officer, Rural Insurance Companies (a mutual group), Madison, 
Wisconsin.  

Age: 59 

Served as director from 1986 to 1990 and since 1994 

Annual Meeting at which current term of office will expire: 1998 

Other Information: Mr. Haldeman has served as a director of WP&L since 1985. Mr. Haldeman 
is also a director of Competitive Wisconsin, Inc., and a member of the Board of Directors of the 
Natural Resources Foundation of Wisconsin, Inc.  

Arnold M. Neinirow Principal Occupation: President and Chief Executive Officer, 
Bowater, Inc. (a pulp and paper manufacturer), Greenville, South 
Carolina.  

Age: 52 

Served.as director since 1991 

Annual Meeting at which current term of office will expire: 1998 

Other Information: Mr. Nemirow served as President, Chief Executive Officer and Director of 
Wausau Paper Mills Company, a pulp and paper manufacturer, from 1990 until joining Bowater, Inc., 
in September 1994. Mr. Nemirow has served as a director of WP&L since 1994. He is a member of the 
New York Bar.  

Milton E. Neshek Principal Occupation: President, Chief Executive Officer and Director of 
the law firm of Godfrey, Neshek, Worth, and Leibsle, S.C., Elkhorn, 
Wisconsin, and General Counsel, Assistant Secretary and Manager, New 
Market. Development, Kikkoman Foods, Inc. (a food products 
manufacturer), Walworth, Wisconsin.  

Age: 65 

Served as director since 1986 

Annual Meeting at which current term of office will expire: 1997 
Other Information: Mr. Neshek has served as a director of WP&L since 1984.. Mr. Neshek is'a 
director of HPI and Capital Square Financial Corporation, a subsidiary of HDC. He is also a director of 
Kikkoman F6ods, Inc.; Midwest U.S.-Japan Association; Regional Transportation Authority (for 
southeast Wisconsin); and Wisconsin-Chiba, Inc. Mr. Neshek was the Chairman of the Governor's 
Commission.on University of Wisconsin System Compensation from 1991 through 1995 and is a 
former member of the University of Wisconsin Accountability Task Force. He is a fellow in the 
American College of Probate Counsel. Mr. Neshek is active in the Walworth County Bar Association 
and the State Bar of Wisconsin and is a member of the Wisconsin Sesquicentennial Commission.  
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Judith D. Pyle Principal Occupation: Vice Chair and Senior Vice President of Corporate 
Marketing ,of Rayovac , Corporation (a battery and lighting products 
manufacture), Madison, Wisc'onsin.  

Age: 52 

Served as a director since 1992 

Annual Meeting at which current term of office will expire: 1998 

Other Information: Ms. Pyle has served as a director of WP&L since 1994. Ms. Pyle is also a director 
of Rayovac Corporation, Firstar Corporation, and Oshkosh B'Gosh. She is also a member of the Board 
of Visitors at the University of Wisconsin School of Business and the School of Family Resources and 
Consumer Sciences. Further, Ms. Pyle is a member of Boards of Directors of the United Way 
Foundation, Greater Madison Chamber of Commerce, Madison Art Center, and Wisconsin Taxpayers 
Alliance, and is a trustee of the White House Endowment Fund.  

Carol T. Toussaint Principal Occupation: Consultant 

Age: 66 

Served as director from 1986 to 1990 and since 1994 

Annual Meeting at which current term of office will expire: 1997 

Other nfo rmation: Mrs. Toussaint has served'as a director of WP&L since.1976. She is a Senior 
Associate of Hayes Briscoe, a national fund development firm. She also works as an independent 
consultant to nonprofit organizations and operates a lecture program business. She is a member of the 
President's Advisory Council on the Arts of the Kennedy Center for the Performing Arts, and serves 
on the Board of Governors of the Madison Community Foundation and as Vice Chair of the Madison 
Rotary Foundation. Mrs. Toussaint also serves as a director of the Evjue Foundation, the Madison 
Civic Center Foundation and the Wisconsin History Foundation. At the University of Wisconsin
Madison, she serves as a director of the Research Park, the- School of Business Dean's Advisory Board 
and the Foundation's Council on Women's Giving, and as a director of the Alumni Association and 
convener of its Cabinet 99 Women's Initiative.  

APPOINTMENT OF INDEPENDENT AUDITORS 

The Audit Committee of the Board of Directors of WPLH recommends the reappointment of 
Arthur. Andersen LLP independent public accountants,. as. auditors to examine, the consolidated 
financial statements of.WPLH for 1996. Arthur Andersen LLP served as auditors for WPLH in 1995.  

A representative of Arthur Andersen LLP will be present at the meeting and available to make a 
statement or to respond to questions, as appropriate.  

The WPLH Board recommends a vote "FOR" the reappointment of Arthur Andersen LLP. Shares of 
WPLH Common Stock represented by executed but unmarked proxies will be voted "FOR" such 
reappointment.  

MEETINGS AND COMMITTEES OF THE WPLH BOARD 

The WPLH Board has standing Audit, Compensation and Personnel, and Nominating Commit
tees. A description of the duties of each committee and meetings held during 1995 follows.  
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Audit Committee 
As of January 1, 1995, the committee consisted of L. Aspin, L. D. Carley, R. G. Flowers, D.. R.  

Haldeman, H. F Scheig, and K. C. Lyall (Chair). Mr. Scheig retired as a director effective May 17, 1995.  
Mr. Aspin passed away on May 21, 1995. The committee held two meetings in 1995. The committee 
recommends to the shareowners the independent auditors to be elected; reviews the reports and 
comments of the independent auditors; reviews the activities and reports of WPLH's internal audit 
staff; and, in response to the reports and comments of both the independent Auditors and internal 
auditors, recommends to the WPLH Board any action which the Audit Committee considers 
appropriate.  

Conipensation and Personnel Committee 
As of January 1, 1995, the committee, consisted of A. M. Nemirow, M. E. Neshek (Chair),. H. C.  

Prange, J. D. Pyle, and C. T. Toussaint., On May 17, 1995, Mr. Nemirow became Chair of the Commit
tee. The committee held six meetings in' 1995. The committee sets executive compensation policy; 
reviews the performance of and approves salaries for officers and certain other management person
nel; reviews and recommends to the WPLH Board new or changed employee benefit plans; reviews 
major provisio ns of negotiated employment contracts, if any; and reviews human resource develop
ment programs.  

Nominating Coinmittee 
As of January 1, 1995, the cominittee consisted of L. Aspin, R. G. Flowers, K. C. Lyall, A. M.  

Nemirow (Chair, H. C. Prange, and J. D. Pyle. As of May 17, 1995, Mr. L D. Carley was added to the 
Nominating Committee and was elected as Chair. Mr. Aspin passed away on May 21, 1995. The 
committee held two meetings in 1995. The committee's responsibilities include making recommenda
tions to the WI LH Board for nominees for election to the WPLH Board. In making recommendations 
of nominees. for election to the WPLH Board, the Nominating Committee, will consider nominees 
recommended by shareowners. Any shareowner wishing to make a recommendation should write the 
Chief. Executive, Officer of WPLH, 'who will forward all recommendations to the Nominating 
Committee...  

The WPLH Board held eleven meetings during 1995. No director attended less than 76% of the 
aggregate number of meetings of the WPLH Board and board committees on which they served.  

Compensation of Directors 
No fees are paid td directors who are officers -of WPLH and/or any of its subsidiaries (presently 

Mr. Davis). Normanagement directors, each of whom serve on thefBoards of WPLH, WP&L, and HDC, 
receive an annual retainer of $32,800 for service on all three boards. Travel.expenses are paid for each 
meeting day attended. All' nonmanagement directors also receive a 25% -matching contribution in 
WPLH Common Stock for limited optional cash purchases, up to $10,000, 'of WPLH Common Stock 
through the WPLH DRIP Matching contributions of $2,500 each for calendar year 1995 were made for 
the followirig directors:' L. Aspin, L. D. Carley, R. G. Flowers, D. R. Haldeman, K. C. Lyall, A M.  
Nemirow, M. E., Neshek, H. C. Prange, J. D. Pyle, H. F Scheig and C. T. Toussaint; 

Director's Charitable Award Program - WP'LH maintains a Director's Charitable Award Pro
gram fbr the nonmanagement members of the WPLH Board beginning after three years of service 
The purpose of the program is to recognize the interest of WPLH and its directors in supporting 
worthy institutions, and enhance WPLH's director benefit program so that WPLH is able to continue 
to attract and retain directors of the highest caliber. Under the program, when a director dies, WPLH 
will donate a total of $500,000 to one qialified charitable organization, or-divide that amount among a 
maximum of four qualified charitable organizations, selected by the individual director. The individ
ual director derives no financial benefit from the prograni. Alt deductions for charitable contributions 
are, taken by WPLH, and the donations are funded by WPLH through life insurance' policie's on the 
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directors. Over the life of the program, all costs of donations and premiums on the life insurance 
policies, including a return of WPLH's cost of funds, will be-recovered through life insurance proceeds 
on the directors. The program, over its life will not result, in, any material cost to WPLH.  

Director's Life Insurance Program - WPLH maintains a split-dollar Director's Life Insurance 
Program for nonemployee directors, beginning after three years of service, which provides a maxi
mum death benefit of $500,000 to each eligible director. Under the split-dollar arrangement, directors 
are provided a death benefit only and do not have any interest in the cash value of the policies. The 
Life Insurance Program is structured to pay a portion of the total death benefit to WPLH to reimburse 
WPLH.for all costs of the program, including a return on its funds. The Life Insurance Program, over 
its life, will not result in any material cost to WPLH.  

OWNERSHIP OF VOTING SECURITIES 

Listed in the following table are the shares of WPLH Common Stock owned by the executive 
officers listed in the Summary Compensation Tableand all directors of WPLH, as well as the number 
of shares owned by directors and officers as a group as of June 1, 1996. The table also sets forth each 
person .known by WPLH to beneficially own as ofJune 1, 1996 five percent or more of the outstanding 
shares of WPLH Common Stock.  

Shares Beneficially Percent 
Name of Beneficial Owner Owned of Class 

Executive (1) 
Lance W Ahearn .................................... . 22,997(2) * 
A. J. (Nino) Amato.................................... 2,389(3) 
William D. Harvey ............................. . ...... 7,393(3) * 
Eliot G. Protsch ........................................ 8,344(3) * 

Director Nominees . Rockne G. Flowers .................................... 7,863 * 
Katharine C. Lyall ...................................... 4,859 * 
Henry C. Prange ..................................... 9,792(3) * 

Continuing Directors 
L. David Carley ........................................ 3,623 * 
Erroll B. Davis, Jr...................................... 10,486(3)(4) * 

DonaldR. Haldeman .................................. 3,510 * 
Arnold M . Nemirow ................................... 6,814 * 
Milton E. Neshek...................................... 10,656 * 
Judith D. Pyle ....................................... 4,592 * 
Carol T. Toussaint .................................... 8,947 * 

All Executives and Directors as a Group 
27 people, including those listed above .............. ......... 129,364 * 

Other Beneficial Owners (5) 
IES ................................................ 6123944 16.6% 
IPC................................................. 6,123944 166% 

* Less than one percent of the total outstanding shares of WPLH Common Stock.  

(1) Stock ownership of Mr. Davis is shown' with continuing directors.  

(2) Prior to April 1, 1996, Mr. Ahearn owned 5 shares of HDC common stock subject to the terms of a 
Restricted Stock Agreement with HDC and WPLH. Pursuant to such agreement, Mr. Ahearn 
exchanged one-third of his shares of HDC common stock for WPLH Common Stock on April 1, 
1996. Based on the terms of the agreement and the most recent available appraisal of HDC, 
pursuant to which the exchange ratio is calculated, Mr. Ahearn received 2.1,672 shares of WPLH 
Common Stock in exchange for one-third of his HDC shares. Mr. Ahearn's beneficial ownership.  
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reflected in the table above includes the shares of WPLH Common Stock he received pursuant to 
such an exchange. It-is currently anticipated that HDC will also repurchase an additional 1.80 
HDC shares from Mr. Ahearn at the most recent per share appraised value.  

(3) Included ill the beneficially owned shares shown are the following indirect ownership interests 
with, shared voting and investment powers: Mr. Amato - 880; Mr. Harvey -. 1,558; 
Mr. Protsch - 394; Mr. Davis - 4,602; and Mr. Prange - 248.  

(4) Mr. Davis has been awarded 1.67 shares of HDC common stock subject to a Restricted Stock 
Agreement with HDC and WPLH.  

(5) By reason of the Stock Option Agreements, each of IES and IPC may be deemed to have sole 
voting and dispositive power with respect to the shares listed above which are subject to their 
respective Options from WPLH and, accordingly, each of IES and IPC may be deemed to benefi
cially. own all of such shares (assuming exercise of its Option and the.nontriggering of the other 
party's right to exercise its Option for WPLH Common Stock). However, each of IES and IPC 
expressly disclaim any beneficial ownership of such shares because the Options are exercisable 
only in certain circumstances. See "The Stock Option Agreements." 

COMPENSATION OF EXECUTIVE OFFICERS 

The following Summary Compensation Table sets forth the total compensation paid by WPLH 
and its subsidiaries for all services rendered during 1995, 1994, and. 1993 to the Chief Executive 
Officer and the four other most highly compensated executive officers 6f WPLH or its subsidiaries who 
perform policy making functions for WPLH.  

SUMMARY COMPENSATION TABLE 

Annual Compensation Long-Term Compensation 
Awards 

Securities 
Restricted Underlying 

Name and Other Annual Stock Options/ All Other Principal Position Year Salary (1) Bonus Compensation (2) Awards (3) SARs (4) Compensation (5) 
Erroll B. Davis, Jr. 1995 $426,038 $125,496 $18,963 $ 0 13,100 $61,513 

President and 1994 426,038 128,232 14,958 272,000 0 57,723 
CEO 1993 427,616 115,796 10,262 0 0 55,674 

William D. Harvey 1995 203,846 47,340 5,746 0 4,700 23,534 
Senior Vice 1994 193,654 56,080 5,203 0 0 22,632 
President- 1993 168,962 42,104 4,152 .0 0 24,003 
WP&L 

Eliot G. Protsch 1995 200,000 47,520 4,169 0 4,700 20,178 
Senior Vice 1994 190,000- 56,080 3,930 0 . 0 18,346 
President- 1993 154,549 42,104 3,194 0 0 15,371 
WP&L 

Lance W Ahearn 1995 195,000 34,125 3,814 0 0 . 29,663 
President and 1994 186,533 33,576 0 0 0 30,811 
CEO-HDC, 1993 170,500 84,609 0 0, 0- 3,570

Anthony J. Amato 1995 156,804 40,046 5,144 0 3,650 18,059 
Senior Vice 1994 152,885 43,138 5,328 0 0 17,021 
President- 1993 140,769 33,240 4,181 0 0 17,842 
WP&L  

(1) Includes vacation days sold back to WPLH.  

(2) For all except Mr. Davis, amounts for 1995 consist of income tax gross-ups for reverse split-dollar 
life insurance. For' Mr. Davis, amount for 1995 consists of income tax gross-ups for (a) reverse 
split-dollar life insurance - $14,352, and (b) financial counseling benefit,- $4,611.  
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(3) The restricted stock award to Mr. Davis consists of 1.67 shares of HDC common stock which had 
an estimated net book value of $269,132 at December 31, 1995. Dividends are not paid on 
Mr. Davis' restricted stock. These shares vest at a rate of 0.4175 shares per year beginning on 

* December 21, 1994, and will be fully-vested on March 31, 1997, subject to earlier vesting in certain 
cases. These shares are subject to transfer restrictions in ecordance with a Restricted Stock 
Agreement between WPLH, HDC and Mr. Davis. WPLH loaned to Mr. Davis $125,053 which 
equals the income taxes withheld in connection with shares vested as of December 31, 1995.  
Mr. Davis is charged interest on the loan at the prime rate.  

(4) Stock option grants made in 1995 were in combination with contingent dividend awards as 
described in the table entitled "Long-Term Incentive Awards in 1995." 

(5) All Other Compensation for 1995 consists of: matching contributions to 401(k) plan, Mr. Davis 
$12,781, Mr. Harvey - $6,202, Mr. Protsch - $6,000, Mr. Ahearn - $4,620 and Mr. Amato 
$4,704; financial counseling benefit, Mr. Davis - $5,000; split dollar life insurance premiums, 
Mr. Davis - $28,171, Mr. Harvey - $11,102, Mr. Protsch - $9,669, Mr. Ahearn - $18,002, and 
Mr. Amato - $6,908; reverse split dollar life insurance, Mr. Davis - $15,561, Mr. Harvey -7 
$6,230, Mr. Protsch - $4,509, Mr. Ahearn - $7,041, and Mr. Amato - $6,447. The split dollar 
and reverse split dollar insurance premiums are calculated using the "foregone interest" method.  

Stock Options 

WPLH has in effect the WPLH Long-Term Equity Incentive Plan pursuant to which, among other 
awards, options to purchase WPLH Common Stock may be granted to key employees (including 
executive officers) of WPLH and its. subsidiaries. The following table sets forth certain information 
concerning stock options granted during 1995 to the executive officers named in the Summary 
Compensation Table.  

OPTION/SAR GRANTS IN 1995 

Indivi-dual Grants 
% of otalPotential 

Opio s/ Realizable Value at 
Number of SAns Assumed Annual 

Number of SARs Rtso tc 
Securities Granted to Appreciation for 
Underlying Employees Exercise or Option Term (2) 

Options/SARs in Fiscal Base Price Expiration 
Name Granted (1) Year ($/Share) Date 5%($) 10%($) 

Erroll B. Davis, Jr. ......... .. . .. 13,100 31% 27.50 1/3/05 226,630 574,304 
William D. Harvey ................. .... 4,700 11% 27.50 1/3/05 81,310 206,048 
Eliot G. Protsch ................... .... 4,700 11% 27.50 1/3/05 81,310 206,048 
Lance W Ahearn .................. ..... NA NA NA NA NA NA 
Anthony J. Amato ................. .... 3,650 9% 27.50 1/3/05 63,145 160,016 

(1) Consists of non-qualified stock options to purchase shares of WPLH Common Stock granted 
pursuant to WPLH's Long-Term Equity Incentive Plan. Options were granted on .January 3, 
1995, and will fully vest on January 3, 1998. These options-were granted with an equal number of 
contingent dividend awards as described in the table entitled "Long-Term Iicentive Awards in 
1995" and have per share exercise prices equal to the fair market value of a share of WPLH 
Common Stock on the date of grant. Upon a "change in control" of WPLH as defined in the Long
Term. Equity Incentive Plan or upon retirement, disability or death of the option holder, these 
optiofis shall become immediately exercisable. Upon exercise of an option, the optionee purchases 
all or a portion of the shares covered by the option by paying the exercise price multiplied by the 
number of shares as to which the option is exercised, either in cash or by surrendering shares of 
WPLH Common Stock already owned-by the optionee.  

(2) The hypothetical potential appreciation shown for the named executives is required by the SEC 
rules. The amounts shown do not represent either the historical orexpected future performance 
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of WPLH.Common Stock. For example, in order for the named executives to realize the potential values set forth in the 5% and 10% columns in the table above, the price per share of WPLH's 
Common Stock would be $44.80 and $71.34, respectively, as of the expiration date of the options.  
The following table provides information for the executive officers named in the Summary Compensation Table regarding the number and value of unexercised options. No options were exercised by such officers during 1995.  

OPTION/SAR EXERCISES IN 1995 AND 
OPTION/SAR VALUES AT DECEMBER 31, 1995 

Number of Securities Value of Unexercised In-the
Underlying Unexercised Money Options/SARs at 

Options/SARs at Year End Year End (1) Na me Exercisable Unexercisable Exercisable Unexercisable 
Erroll B. Davis, Jr....................... . 0 13,100 0 $40,938 William D. Harvey ........................ 0 4,700 0 14,688 Eliot G. Protsch .............................. 0 4,700 0 14,688 Lance.W Ahearn ........................ NA NA NA NA Anthony J. Amato.......................... . . 3,650 0 11,406 

(1) Based on the closing per share price on December 29, 1995 of WPLH Common Stock of.$30%.  
Long-Term Incentive Awards 

The following table provides information concerning long-term incentive awards made in 1995 to the executive officers named in the Summary of Compensation Table.  

LONG-TERM INCENTIVE AWARDS IN 1995 

Performance 
Number of or Other Estimated FPature Payouts Under 

Shares, Units or Period Until Non-Stock Price-Based Plans (2) 
Other Rights Maturation Threshold Target Maximum Name (#)(1) or Payout ($) ($) $ 

Erroll B. Davis, Jr. 13,100 1/3/98 61,622 77,028 134,799 William D.; Harvey 4,700 1/3/98 22,109 27,636 48,363 Eliot G. Protsch 4,700 1/3/98 22,109 27,636 48,363 Lance W Ahearn NA NA NA NA NA Anthony J. Amato 3,650 1/3/98 17,170 21,462 37,559.  
(1) Consists of Performance Units awarded under WPLH's Long-Term Equity Incentive Plan in combination with stock options (as described in the table entitled "Option/SAR Grants in 1995").  These Performance Units are entirely in the form of contingent dividends and will be paid if total shareowner return over a three-year period ending January 3, 1998 equals or exceeds the median return earned by the companies in a peer group of utility holding companies, except that there will be no payment if WPLH's total return is negative over the course of such period. If payable, each participant shall receive an amount equal to the accumulated dividends paid on one share of WPLH Common Stock during the period of January 3, 1995 through January 2, 1998 multiplied by the number of performance units awarded to the participant, and modified by a performance multiplier which ranges from 0 to 1.75 based on WPLH total return.relative to the peer group.  
(2) Assumes, for purposes of illustration only, a two cent per share increase in the annual dividend on shares of WPLH Common Stock for 1996 and 1997.  
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Certain Transactions and Agreements with Executives 

WPLH has entered into employment and severance agreements with certain of its executive 
officers and certain executive officers of its subsidiaries, including Messrs. Davis, Harvey, Protsch, 
Ahearn and Amato. For a description of these agreements, see "The Mergers - Interests of Certain 
Persons in the Mergers - Severance Agreibents:"" 

WPLH and HDC also entered into a Restricted Stock Agreement with Mr. Davis in relation to the 
award to Mr. Davis in 1994 of 1.67 shares of HDC common stock as shown in the Summary Compensa
tion Table. (See footnote 3 to the Summary Compensation Table for additional information on the 
award of HDC stock to Mr. Davis.) The agreement restricts the transfer of the HDC stock awarded to 
Mr. Davis and gives HDC the right of first refusal on any proposed transfer of the stock, at' prices per 
share as determined in accordance with the agreement. The agreement also provides for the sale of the 
stock by Mr. Davis to HDC in the event of a sale of HDC, and, beginning on March'31, 1997, provides 
for the conversion of the HDC stock into WPLH Common Stock over a period of five years at a ratio as 
determined in accordance with the agreement.  

WPLH and HDC also have in place a Restricted Stock Agreement with Mr. Ahearn in connection 
with an award to Mr. Ahearn of five shares of HDC common stock in 1991. The final portion of 
Mr Ahearn's restricted stock vested in 1994. The provisions of the agreement with Mr. Ahearn are 
similar to the provisions of the agreement with Mr. Davis. HDC has loaned to Mr. Ahearn an amount of 
$485,401 which equals the income taxes withheld in connection with HDC shares awarded to him.  
Mr. Ahearn is charged interest on the loan at the prime rate. It is currently anticipated that HDC will 
repurchase 1.80 shares of HDC common stock from Mr. Ahearn at the most recent per share value, as 
determined by an independent appraiser selected by the Compensation and Personnel Committee of 
the WPLH Board and Mr. Ahearn.  

Retirement and Employee Benefit Plans 

Salaried employees (including officers) of .WPLH and WP&L are eligible to participate in a 
Retirement Plan maintained by WP&L. Mr. Ahearn is not eligible to participate in the plan. All of the 
other executive officers named in the Summary Compensation Table participated in the plan during 
1995. Contributions to the plan are determined actuarially, computed on a straight-life annuity basis, 
and cannot be readily calculated as applied to any individual participant or small group of partici
pants. For purposes of the plan, compensation means payment for services rendered, including 
vacation and sick pay, and is substantially equivalent to the salary amounts reported in the foregoing 
'Summary Compensation Table. Retirement Plan benefits depend upon length of plan service (up to a 
maximum of 30 years), age at retirement, and amount of compensation (determined in accordance 
with the plan) and are reduced by up to 50 percent of Social Security benefits. Credited years of service 
under the plan for covered persons named in the foregoing Summiary Compensation Table are as
follows: Mr.. Davis, 16 years; Mr. Protsch, 16 years; Mr. Amato, 9 years, and Mr. Harvey, 8 years.  
Assuming retirement at age 65, a Retirement Plan participant (in conjunction with the Unfunded 
Supplemental Retirement Plan described below) would be eligible at retirement for a maximum 
annual retirement benefit as follows: 
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Retirement Plan Table 

Aenag Annual Benefit After Specified Years in Plan* 
Compensation 5 10 15 20 25 30 

$125,000 $10,210 $20,421 $ 30,631 $ 40,841 $ 51,052 $ 61,262 
150 000 12,502 25,004 37,506 50,008 62,510 75,012 
200,0001 17,085 34,171 51,256 68,341- 85,427 102,512 
250,000 21,669 43,337 -65,006 86,675 108,343 130,012 
300,000 26,252 52,504 78,756 105,008 131,260 157,512 
350,000 30,835 61,671 92,506 123,341 154,177 185,012 
400,000 35,419 70,837 106,256 141,675 177,093 212,512 
450,000' 40,002 80,004 120,006 160,008 200,010 240,012 
475,000 42,294 84,587 126,881 169,175 211,468 253,762 
500,000 44,585 89,171 133,756 178,341 222,927 267,512 
525,000 46,877 93,754 140,631 187,508 234,385 281,262 

* Average annual compensation is based upon the average of the highest 36 consecutive months of 
compensatioh. The Retirement Plan benefits shown above are net of estimated Social Security 
benefits andi do not reflect any deductions for other amounts. The annual retirement benefits 
payable are subject to certain maximum limitations (in general, $120,000 for 1995 and $120,000 for 
1996) under the Internal Revenue Code. Under the Retirement Plan and a supplemental.survivors 
income plan,: if a Retirement Plan participant dies prior to retirement, the designated survivor. of 
the participant is entitled to a monthly income benefit equal to approximately 50 percent (100 
percent in the case of certain executive officers and key management employees) of the monthly 
retirement benefit which would have been payable to the participant under the Retirement Plan if 
the participant had remained employed by WPLH until eligible for normal retirement.  

Unfunded Supplemental Retirement Plan - WP&L maintains an Unfunded Supplemental 
Retirement Plan which provides funds for payment of retirement benefits above the limitations on 
payments fromiqualified pension plans in those cases where an.employee's retirement benefits exceed 
the qualified plan limits. Additionally, the plan provides for payments of supplemental retirement 
benefits to employees holding the position of Vice, President or higher, who have been granted 
additional months of service by the WPLH Board for purposes of computing retirement benefits. The 
benefits payable under this plan are included in the amounts disclosed in the Retirement Plan Table 
set forth above.  

Unfunded Executive Tenu-e Compensation Plan -WP&L maintains an Unfunded Executive 
Tenure Compensation Plan to provide incentive for key executives to remain in the service of WP&L 
by providing additional compensation which is payable only if the executive remains with WP&L until 
retirement (or other termination if approved by the WPLH Board). -Participants in the plan niust be 
designated by the Chief Executive Officer of WP&L and approved by the WP&L Board. Mr. Davis was 
the only active participant in the plan as of December 31, 1995. The plan provides for monthly.  
payments to a participant after retirement (at or afterage 65, br with approval of th& WP&L Board, 
prior to age 65) for 120 months. The payments will be equal to 25 percent of the participant's highest 
average salary for any consecutive 36-month period. If a participant dies prior to retirement or before 
120 payments have been made, the participant's beneficiary will receive monthly payments equal to 
50 percent of such amount for 120 months in the case of death before retirement, or if the participant 
dies after retirement, 50 percent of such amount for the balance of the 120 months. Annual benefits of 
$104,500 would be payable to Mr. Davis upon retirement, assuming he continues in WP&L's service 
until retirement at the same salary as was in effect on December 31, 1995.  
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Report of the Compensation and Personnel Committee on Executive Compensation 

To Our Shareowners: The Compensation and Personnel Committee (the "WPLH Committee") 
of the WPLH Board is comprised of five independent, nonemployee directors who have no "interlock

ing" relationships, as defined by the SEC. The WPLH Committee assesses the effectiveness and 
competitiveness of, approves the design of, and administers executive compensation programs within 
a consistent total compensation frameiwtirk-for WPLH. The WPLH Committee also reviews and 
approves all salary arrangements and other remuneration for executives, evaluates executive per

formance, and considers related matters. To support the WPLH Committee in carrying out its 
mission, Hewitt Associates, an independent consultant, is enigaged to provide assistance in the devel
opment of comprehensive executive compensation policies.  

The WPLH Committee is committed to implementing a total compensation program for execu
tives which furthers WPLH's mission. The WPLH Committee, therefore, adheres to the following 
compensation policies which are intended to facilitate the achievement of WPLH's business 
strategies.  

* Total compensation should enhance WPLH's' ability, to attract, retain, and encourage the 
development of exceptionally knowledgeable and experienced executives, upon whom, in large 
part, the successful operation and management of WPLH depends..  

A, 

* Base salary levels should be targeted at the median level paid to executives of companies in 
their respective industry(ies).  

* Incentive compensation programs should strengthen the relationship between pay and per
formance by emphasizing variable, at-risk compensation that is consistent with meeting prede
termined WPLH, subsidiary, and individual performance goals.  

Components of Compensation. The WPLH Committee relates total compensation levels for 
WPLH's senior executives to the compensation paid to executives of similar companies in' their 
respective industry(ies). As WPLH is a diversified utility holding company with both regulated and 
nonregulated operations, comparison groups are customized to the respective industries in which an 
executive is involved. Utility executives' pay is compared to that of executives at utilities with similar 
operations in both.the Midwest and national markets, as well as to utilities with similar revenue 
levels, market capitalizations, employment levels, and total shareowner returns. Compensation paid 
to hblding company executives, including Mr. Davis, is 'compared to the compensation paid by the 
same'iutility comparison group. However, in order to recognize holding company employees for in
creasing nonregulated business responsibilities, benchmark data also are drawn from similarly sized 
diversified industrial companies furnished by public survey data Foi executives with sole responsibili
ties in the nonregulated businesses, comparison group data reflect the relevant mixof the nonregu
lated business operations.  

The WPLH Committee has reviewed overall compensation levels and compared them to the 
benchmarks established. It has been determined that total executive compensation, including that for 
Mr. Davis, is in line with the median of the comparison groups of companies.  

The current elements of WPLH's executive compensation program are base salary, short-term 
(annual) incentives and long-term (equity) incentives. These elements are addressed separately below.  
In determining each component of compensation, the WPLH Committee considers all elements of an 
executive's total compensation package, including benefit. and perquisite programs.  

Base Salaries. The WPLH Committee annually reviews each executive's base salary. Base 
salaries are targeted at the median of the executive's respective industry market rate when comparing 
both utility and non-utility (general industry) data. Base salaries are adjusted annually by the WPLH 
Committee to recognize changes in market rate, varying levels of responsibility, prior experience, 
breadth of knowledge as well as internal equity issues. Increases to base salaries are drivenprimarily 
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by market rate adjustments. Individual performance factors are not considered by the WPLH Com
mittee in setting base salaries. In 1995, executives did not receive an across-the-board salary adjust
ment. Certain executives received base salary increases in recognition of changes in current market 
rates. Mr. Davis did not receive a base salary increase in 1995 as his salary level corresponded to the 
median of the targeted market range. Greater emphasis was placed on the opportunity for executives 
to increase their earnings through annual incentive plans by exceeding'specific strategic goals. Base 
pay adjustments are tied to median market rate changes and will minimize across-the-board in
creases. During 1995, all executive salaries were revieved for median market rate comparability 
utilizing utility and general industry data contained in compensation surveys published by Edison 
Electric Institute, American Gas Association and several compensation consulting firms. Any recom
mended changes will be effective for 1996. Market rates will be reviewed annually.  

Short-Term Incentives. The goal of short-term (annual) incentive programs is to promote the 
WPLH Committee's pay-for-performance philosophy by providing executives with direct financial 
incentives in the form of annual cash or stock based bonuses to achieve corporate, subsidiary, and 
individual performance goals. Annual bonus opportunities allow the WPLH Committee to communi
cate specific goals that are of primary importance during the coming year and motivate executives to 
achieve these goals. The WPLH Committee on an annual batis reviews and approves the program's 
performance goals and the relative weight assigned to each goal as well as targeted and maximum 
award levels. A description of the short-term incentive programs available to executive officers 
follows.  

WP&L Management. Incentive Plan- The WP&L Management Incentive Plan (the "WP&L 
MIP") covers utility executives and in 1995 was based on achieving annual targets in several areas of 
overall corporate performance that include profitability, operations and maintenance expense control, 
reduction in lost time accidents, and achievement of electric service reliability standards. Target and 
maximum bonus awards were set at the median of the utility market levels. Targets were considered 
by the WPLH Committee to be achievable, but require above-average performance from each of the 
executives. For 1995, the threshold levels for all WP&L MIP performance categories were exceeded.  
Actual payment of bonuses, as a percentage of annual salary, is determined by the level of performance 
achieved in each category. Weighting factors are applied to the percentage achievement under each 
category to determine overall performance. If the threshold Performance level is not reached, there is 
no bonus paynient associated with that particular category. Once the designated maximum perform
ance is reached, there is no additional payment. The actual percentage of salary paid as a bonus, 
within the allowable range, is equal to the weighted average percent achievement for all the perform
ance categories. For example, if the overall weighted performance achievement is 70%, the executive 
will receive 70% of his or her maximuin allowable bonus award. The WP&L MIP awarded 64 percent 
of its allowable maximum for 1995. Potential WP&L MIP awards for executives range from 0 to 40 
percent of annual salary. The .WP&L MIP does not allow for discretion in bonus determinations.  
Awards for 1995 under the WP&L MIP :made to top executives (other than to Mr. Davis and 
Mr. Ahearn) are shown in the Summary Compensation Table.  

HDC Management Incentive Plan. - Mr. Ahearn and selected other executives of HDC are 
covered by the HDC 1Management Incentive Plan (the "HDC MIP") which is based on achievement of 
specified combinations of net income and after-tax return on capital invested in HDC and on achieving 
a number of other specific HDC performance objectives which included the development of business 
strategies for certain new ventures and restructuring and growth targets for existing operating units.  
The incentive compensation plan for Mr. Ahearn consists of a potential award maximum of 80 percent 
of his base salary; 75 percent associated. with performance in the net income and after-tax return 
category and 25 percent for .the achievement of specific personal performance goals. The actual' 
payment of bonuses as a percentage of annual salary is determined as described for the WP&L MIP In 
1995, the threshold level of net profit and after-tax return was not achieved so that there was no 
payout for this: component. Mr. Ahearn did exceed the minimum performance for his personal goals 
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which resulted in a payout for this component. The HDC MIP awarded 22 percent of its allowable . maximum in 1995 -solely based on performance in relation to the preestablished objectives.  
Mr. Ahearn's award for. 1995 under the HDC MIP is set forth in the Summary Compensation Table.  

WPLH Management Incentive Plan - Mr. Davis is covered by WPLH's Management Incentive 
Plan (the "WPLH MIP"). Awards under the WPLH MIP are based on WP&L, HDC and individual 
performance achievement, in relation to predetermined goals. For each plan year, the WPLH Commit
tee will determine the performance apportionment for Mr. Davis. In 1995 that apportionment was 
50% for WP&L performance, 25% for HDC performance and 25% for individual performance. WP&L 
performance is measured based on the overall percentage achievement factor of the corporate goals 
established for the WP&L MIR HDC performance is measured. based .on the overall percentage 
achievement of the 1995 return on capital and net income matrix from the HDC.plan. Individual 
performance is measured based on the achievement of certain specific goals, which included strategy 
development and implementation, established for Mr. Davis by the WPLH Committee. The 1995 
WPLH MIP award range for Mi-. Davis was from 0% to 70% of annual salary. The actual payment of 
bonuses as a percentage of annual salary is determined as described for the WP&L MIE In 1995, the 
WPLH MIP provided 'a payment to Mr. Davis as a result of the achievement of goals under the WP&L 
MIP as described above and for achievement of the personal goals established by the WPLH Commit
tee. There was no payout urider the HDC performance component..For 1995 performance, Mr. Davis' 
annual bonus payment represented 29%.of his base salary, as reflected in the Summary Compensation 
Table. Under the WPLH MIP Mr. Davis was awarded $125,496 solely in connection with 1995 
performance as discussed above. In the judgment of the WPLH Committee, Mr. Davis' award range is 
in line with the median of the same. combined utility and general industry comparison group used for 
base salary comparisons. .  

Long-Terin Incentivies. The WPLH Committee strongly believes compensation for senior execu
tives should include long-term, at-risk pay to strengthen the alignment of shareowner and manage
ment interests at both the WP&L and HDC levels. In this regard, the Long-Term Equity Incentive 
Plan allows for grants of stock options, restricted stock, and performance units/shares with respect to 
WPLH Common Stock. The WPLH Committee believes the Long-Term Equity Incentive Plan bal
ances WPLH's existing compensation programs by emphasizing compensation based on the long-term 
successful performance of WPLH from the perspective of the shareowners. Stock options provide a 
reward that is directly tied to the benefit shareowners receive from increases in the price of WPLH 
Common Stock. The payout from the performance units is based on WPLH's continued payment of 
dividends, a significant component of investment returns for utilities, and the relative total return. to 
shareowners compared to other comparable investments. Thus the two components of the Long-Term 
Equity Incentive Plan, i.e., stock options and performance units, provide incentives for management 
to produce superior shareowner returns on both an absolute and relative basis. During 1995 the 
WPLH Committee made a grant of stock options and performance units to Messrs Davis, Amato, 
Protsch and Harvey. All option grants were made at the fair market value of WPLH Common Stock on 
the date the grants were approved (January 3, 1995). The options vest after three years and have a 
ten-year term from the date of the grant. Executives were also granted performance units which will 
accumulate all of the dividends paid on one share of WPLH Common Stock over a three-year period.  
One performance unit was granted for each option received by the executive. Accrued dividends are 
not reinvested in WPLH Common Stock, nor is any interest paid on accrued dividends. Performance 
Units will be paid out in cash or in shares of WPLH Common Stock. The payment will be modified by a, 
performance multiplier which ranges from 0 to 1.75 based on the three year average of WPLH total 
shareowner return relative to a utility holding company peer group. If WPLH's total shareowner 
return for the three year period is negative, the performance unit payout will be zero. In determining 
actual award levels, the WPLH Committee was primarily concerned With providing a competitive total 
compensation level to officers. As such, award levels (including the awards made to Mr. Davis) were 
based on a competitive analysis of similarly-sized utility companies that took into consideration the.  
market level of long-term incentives, as well as the competitiveness of the total compensation package.  O Award ranges, as well as individual award levels, were then established based on responsibility level 
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and market competitiveness. No corporate or individual performance measures were reviewed in 
connection with the awards of options aiid performance units. Award levels were targeted to the 
median of the range of such awards paid by comparable companies. In addition, the WPLH Committee 
did not consider the amounts of options or performance units already outstanding or previously 
granted since no options or performance units have been granted by WPLH in the past.  

Policy With Respect to the $1 Million Deduction Limit. Section 162(m) of the Code generally 
limits the corporate deduction for compensation paid to executive officers named in the proxy state
ment to $1 million unless such compensation is based upon performance objectives meeting certain 
regulatory criteria or is otherwise excluded from the limitation. The WPLH Committee has carefully 
considered the inact of this tax, code provision. Based on the WPLH Committee's commitment to 
link compensation with performance as described in this report, the WPLH Committee currently 
intends to qualify compensation paid to WPLH's executive officers for deductibility by WPLH under 
Section 162(m).  

Conclusion. The WPLH Committee believes the-existing executive compensation policies and 
programs provide the appropriate level of competitive compensation for WPLH executives. In addi
tion,,the WPLH Committee believes' that the long and short term performance incentives effectively 
align the interests of executiVes and shareowners toward a successful -future for WPLH.  

COMPENSATION AND PERSONNEL 
COMMITTEE 
Arnold M. Nemirow (Chair) 
Milton E. Neshek.  
Henry C. Prange 
Judith D. Pyle 
Carol T. Toussaint 
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COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN 

Rules of the SEC require -that WPLH show a graphical comparison of the total return on the 

CID WPLH Common Stock for the last five fiscal years with the total returns of a broad market index and a 

more narrowly focused industry or group index. (Total return is defined as the return on common 

stock including dividends and stock price appreciation, assuming reinvestment of dividends.) WPLH 
has selected the Standard & Poors ("S&P") 500 index for the broad market index, and the S&P Utility 
Index as the industry index. These indices were selected because of their broad availability and 

recognition. The following chart compares the total return of an investment of $100 in WPLH 

Common Stock on December 31, 1990, with like returns for the S&P 500 and S&P Utilities indices.  

Cumulative Total Shareholder Return 
WPL Holdings, Inc.; S&P 500 Index; and S&P Utilities Index 
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1990 1991 1992 1993 1994 1995 

WPL Holdings, Inc. $100.00 $143.10 $156.54 $160.41 $142.51 $170.34 
S&P Utilities Index $100.00 $114.62 $123.89 $141.79 $130.52 $185.38 
S&P 500 Index $100.00 $130.5T $140.60 $154.64 $156.64 $215.49 

COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXCHANGE ACT OF 1934 

WPLH's directors, its executive officers, and certain other officers are required to report their 
ownership of WPLH Common Stock and WP&L Preferred Stock and any changes in that ownership to 
the SEC.and the NYSE. All required filings in 1995 were properly made in a timely fashion. In making 
the above statements, WPLH has relied on the representations of the persons involved and on cppies 
of their reports filed with the SEC.  
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