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DuPont Analysis

Asset Turnover (x) 0.33 0.29 0.29 0.28
0.09 0.10 0.11 0.11
3.1% 3.0% 3.2% 3.1%
3.01 3.23 3.19 3.30

Profit Margin
Return on Assets

Equity Multiplier

WACC Calculation

Cost of Common Equity
Risk-Free Rate
Expected Market Return
Beta

Cost of Common Equity 4.74%

Cost of Debt
Expected Cost of Debt 4.82%
Effective Tax Rate 12.79%

After-Tax Cost of Debt 4.20%
Cost of Preferred Equity
Expected Cost of P. Equity 5.10%
Cost of Preferred Equity 5.10%

Weighted Average Cost of Capital
Common Equity

Debt
Preferred Equity

g
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CFA Institute assigned Alliant Energy utility-holding
company regulated
electricity natural gas Iowa

Minnesota Wisconsin goal research
determine  price should be trading exogenous endogenous
LNT was trading $68.32
oo
LNT healthy financial condition favorable

regulatory treatment natural monopolistic power overvalued

LNT tracks utilities industry

.88 correlation
global

instability investment spending trends interest rates increased

demand stable nature sector dividend-paying
attractive low-interest rate environment
causing price premium exogenous factors stabilize price
premium expected to dissipate
depreciate 6.04%
oo
LNT subject regulatory-imposed ROE cap ROE cap
decreasing expected to continue
prevents EPS exceeding $3.80
regulatory safety net ensures EPS no less
than so
oo
LNT blue-chip payout
ratio 60% ratio steadily increasing
reach 69% next five years interest rates near-zero
dividend-yielding companies attractive
option low opportunity cost
migration of investors price
premium dissipate interestrates increase
oo
utilities industry overvalued
natural monopolies heavily regulated
pay high dividends industry appreciate economic contraction
volatility investors flee less-risky investments economic conditions given
rise momentum effect individual companies increase in value
nature of their industry
>
two-stage discounted cash flow target price
expected future free cash adjusting
noncash related gains/losses expenses debt value of a firm
first stage forecasted five years discounted
cash flow weighted-average cost of capital second
stage long-run growth rate terminal value

Economic Value Added Price to Earnings NTM Multiplier Enterprise
Value over Earnings Before Interest Tax Depreciation and Amortization Multiplier
Monte Carlo Simulation build range of prices

Alliant Energy Daily Closing Price (LNT)

" Recession

2005

—Current Price

—Target Price (DCF)

2015

—Power and Communication Investment

—Non Residential Investment

—Commercial and Health Care

EBIT

Effective Tax Rate

EBIAT

Depreciation & Amortization
EBIATDA

Capital Expenditures
Change in Working Capital
Free Cash Flow

Time

Discount Rate

Present Value of FCF

Valuation Assumptions
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WACC: 4.58% Long-Term Constant Growth: 2.13% Terminal FCF Multiple:
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Alliant Demand Growth (OLS Regression Projection)
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Discounted Cash Flow Valuation Model

6755 $

$

P/E NTM Multiple (X)

2012

12.8%
589.1
446.1

1,035.1

1,100.0

91.6

26.7

1.9

0.9
245 $

not

12/31/2017

12/31/2018 12/31/2019
6327 $ 679.2 $ 678.3 |Sum of Discounted FCFs: S  468.5
12.8% 12.8% 12.8% | Perpetuity Value: S 12,069.5
551.8 592.3 591.6 | Discount Rate: 0.8
423.4 452.2 452 .6 | P.V. of Perpetuity:
975.2 1,044.6 1,044.2 | Value of Firm: $ 10,143.7
1,070.0 955.0 830.0 | Less Market Value of Debt: S 3,049.5
226.2 102.1 75.1) | Plus: Value of Cash: S 35.2
131.4 191.7 289.3 | Equity Value:
2.9 3.9 4.9 |Shares Outstanding:
0.9 0.8 0.8
115.2 $ 160.7 $  231.9

Valuation

40.85

P/E NTM Model
FY15 Forecasted EPS
Trend Multiplier 0.84
Trend Intercept (1,682.6)
Implied Multiple 16.64
Price Target S 60.61

Monte Carlo Statistics
Sample
Mean
St. Dev
Prob. < Current Price

EV/EBITDA Trended Model
Forecasted EBITDA
Trend Multiplier

Monte Carlo Simulation
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