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The Year at a Glance
Percent increase 

(decrease) 
1983 1982 1983-1982 

Operating revenues.................................................... $214,103,000 $189,204,000 13.2% 
Operating expenses.................................................... $185,492,000 $165,351,000 12.2 
N et incom e ................................................................ $ 18,805,000 $ 14,956,000 25.7 
Earnings on common stock...................................... $ 16,163,000 $ 12,114,000 33.4 
Earnings per common share outstanding................ $2.66 $2.05 29.8 
Cash dividends paid per common share................. $2.00 $1.86 7.5 
Weighted average number of shares outstanding... 6,078,034 5,911,401 2.8 
Book value-year end................................................ $18.77 $18.09 3.8 

Electric sales to consumers....................................... 1,807,000 mwh 1,725,000 mwh 4.8 
Electric customers in service-year end................... 101,337 100,279 1.1 
Average use per residential customer...................... 6,388 kwh 6,101 kwh 4.7 
Electric system one-hour net peak demand ............ 426,000 kw 387,000 kw 10.1 

Gas sales to consumers ...................... 153,507,000 therms 155,975,000 therms ( 1.6) 
Gas customers in service-year end............... 70,162 68,514 2.4 
Gas system peak day.. ...................... 1,789,000 therms 1,438,000 therms 24.4 

Investment in plant..... ................... $415,393,000 $398,362,000 4.3 
Total capitalization (incl. interim loans) ......... $244,119,000 $250,959,000 ( 2.7)

Number of employees-year end............  

Business Description 
. Madison Gas and Electric Company generates, 
transmits and distributes electric power, and pur
chases and distributes natural gas in the Madison 
trading area. The electric service area covers about 
250 square miles, and natural gas is distributed 
throughout a 750-square-mile area. While its ser
vice area is compact, it is a growing community 
with a population of about 250,000 in the cities of 
Fitchburg, Madison, Middleton, Monona, two ad
joining villages and surrounding areas including 10 
outlying villages and the cities of Lodi and Verona.  

Reports Available 
Upon written request, the company will furnish 

to any shareholder a copy of its 1983 Annual 
Report on Form 10K as filed with the Securities 
and Exchange Commission. A Statistical Supple
ment to this Annual Report to shareholders, con
taining additional financial and operating data, is 
available to shareholders. Please address requests 
for these reports to G. Howard Phipps, Post Office 
Box 1231, Madison, WI 53701-1231.  

Cover-The General Office Facility, State Capitol and other 
buildings located in Madison's downtown isthmus area.
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To Our Shareholders 
We report with pleasure that 1983 was a 

year of continuing improvement for your com
pany in many ways. The warm summer and 
cold December, combined with rate increases 
that became effective in June, helped improve 
our revenues and earnings. Improvements in 
the economy of our area also helped, as did 
the abatement of inflation. Our new General 
Office Facility, consolidating operations previ
ously scattered among several facilities, has 
improved our ability to better control opera
tions.  

Earnings Increase 

Revenues in 1983 totaled $214 million, an 
increase of 13% over the $189 million in 1982.  
Operating expenses increased to $185 million 
in 1983, up 12% from $165 million in 1982.  

Earnings per share in 1983 were $2.66, an 
increase of 30% over the $2.05 earned in 1982 
and 20% more than our previous record earn
ings of $2.21 in 1980. Earnings are expected to 
continue at present levels in the short term as 
a result of the rate increase authorized in 
February of 1984.  

Dividend Increased 

In September 1983, our common stock divi
dend was increased from $1.92 to $2.08 per 
share on an annual basis. We recognize the im
portance of adequately compensating those 
who have invested in our company. We feel 
that our policy in this regard has been progres
sive and adequately recognizes the need for 
increases to best serve the interest of the 
company, its shareholders and its customers.  

As we reported to you in December 1983, 
we felt that it was necessary to modify our 
Automatic Dividend Reinvestment Plan. Divi
dends will be reinvested at full market price of 
the shares, rather than 95% of market; also, 
optional cash payments are no longer being 
accepted. The main reason for these modifica
tions is a somewhat lessened need for con
struction funds compared to the mid-1970s.

Also, a significant portion of needed funds 
recently have been and will continue to be 
generated internally.  

Rate Increases 

The Public Service Commission of Wiscon
sin (PSCW) authorized permanent increases in 
gas and electricity rates that became effective 
June 5, 1983. The new rates were designed to 
produce total additional annual revenues of 
$6.3 million, consisting of $1.8 million for gas 
service and $4.5 million for electricity service.  
The total increase was 44% of the amount the 
company had requested. One reason for the 
reduction in the increase granted was a lower 
allowed rate of inflation than that assumed by 
the company. Another reason was that the 
PSCW authorized the same 14.5% rate of 
return on common stock equity that had been 
previously allowed despite PSCW staff testi
mony that a higher return was justified.  

In keeping with its previously agreed-upon 
practice of filing rate increase applications on 
an annual basis, the company filed an applica
tion on May 27, 1983, for increases in electric
ity and gas rates for 1984. An amended filing 
included requests for increases of $10.2 mil
lion, or about 9%, in retail electricity service 
revenues, and $3.4 million, or about 4%, in gas 
service revenues. These amounts were based 
on a request for a 15% return on common 
stock equity. After hearings were held in 
December, the PSCW on Feb. 28 authorized 
revenue changes amounting to $2.9 million.  
Electricity service revenues were increased $3.2 
million while gas service revenues were de
creased $0.3 million. The PSCW authorized a 
14.5% return on common stock equity, 
assumed a lower-than-requested rate of infla
tion and authorized a number of accounting 
changes that will reduce revenues without af
fecting net income.  

Future Outlook Favorable 

Again in 1983, our service area proved to be 
one of stability, diversity and growth. This is 
covered in greater detail elsewhere in this
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report. A significant indication of this growth 
was the more than 10% increase in peak elec
tricity demand that occurred last July of 
426,000 kilowatts compared with the prior rec
ord of 387,000 kilowatts. Our ability to readily 
satisfy this increase and future increases in 
demand points out the adequacy of our elec
tricity generating capability.  

Begin Wholesale Sales 

In December, the company began supplying 
electricity to Wisconsin Public Power Inc.  
(WPPI) through a wholesale contractual 
arrangement. WPPI is a group of 33 municipal 
utilities organized to operate as a single entity 
in such matters. We do not expect that sales to 
this group will have any significant impact on 
the company's earnings.  

We continue to supply our customers' natu
ral gas requirements adequately and expect to 
continue to do so for the next several years.  
Ongoing efforts to conserve on the part of our 
customers, along with the efforts of our pipe
line supplier to maintain sufficient gas supplies 
it reasonable prices, assure us of the supply 
needed to meet consumers' demands. During 
the year, MGE management was actively in
volved in rate hearings that took place before 
the Federal Energy Regulatory Commission in 
Washington, D.C., to help ensure stable gas 
prices for our consumers.  

New Office Completed 

Construction of our new General Office 
Facility (GOF) was completed on schedule. In 
April, it became the new home of our corpo
rate and operations staff. This highly func
tional, energy-efficient complex located adja
cent to our operating facilities brings together 
employees who had been located in several 
places. The GOF is in the central section of 
Madison in an older area that is undergoing 
rapid redevelopment. It also preserves older, 
historic railroad buildings that now have been 
converted into productive assets. Both the in
novative design and the historic preservation 
aspects of the GOF were recognized by awards 
'from the Central Madison Council last fall.  
The GOF is pictured on the cover of this re-

port; the photographs on the inside of the front 
and back covers were taken at different loca
tions throughout the building.  

In February 1983, the company received the 
Annual Appreciation Award from the Greater 
Madison Area Chamber of Commerce for out
standing contributions to the community. This 
award is given by the Chamber to the organi
zation that, in its opinion, has been an exem
plary member of the community. We consider 
this to be a great honor earned jointly by the 
efforts of MGE and its dedicated employees 
and also as a result of the growth of this dy
namic community over the more than 128
year history of the present company and its 
predecessors.  

Economic Development Activities 
Your company is a major participant in the 

Madison Capital Corp., which has been created 
for the purpose of providing capital to small, 
free market enterprises unable to obtain financ
ing through normal channels. We are also par
ticipating in Downtown Madison Inc., a pri
vate-sector effort to provide development 
funds and leadership for the revitalization of 
the central Madison area.  

Employees 

Last spring, two-year agreements were satis
factorily completed with our employees who 
are represented by the International Brother
hood of Electrical Workers, Local No. 2304, 
and the Office and Professional Employees 
International Union, Local No. 39. We con
sider all of our employees to be very compe
tent and highly dedicated to the challenge of 
continuously supplying reliable, reasonably 
priced energy services.  

Changes in Directors and Management 
In July 1983, Frederick D. Mackie retired 

from the company's board of directors after 
more than 40 years of service as an employee, 
officer and director-including service as presi
dent and board chairman. In November,
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Louise A. Young retired from the board after 
10 years of service as a director. Both of them 
were active members who provided valuable 
guidance and counsel. MGE Senior Vice Presi
dent-Administration Gerald A. Wilson replaced 
Mr. Mackie on the board, and Miss Young was 
replaced by Robert B. Rennebohm, president 
of the University of Wisconsin Foundation.  

Billie C. Moore, assistant vice president, re
tired in December. He had been with the com
pany 37 years and had served in a variety of 
positions in the former sales department.  

These officers and directors made major 
contributions to the management of the com
pany and to the area we serve. We extend our 
sincere appreciation to all of them for their 
dedication and wish them well for their 
retirement.  

Shareholder Services Department 
Starting in January 1984, we began handling 

shareholder record keeping and dividend pay
ments through our newly formed Shareholder

Services Department. These functions previ
ously had been performed by Harris Trust and 
Savings Bank which, as the company's transfer 
agent and registrar, will continue to transfer 
stock certificates. We believe that this change 
will be beneficial to both you and the company 
in the maintenance of good communications.  

We appreciate your continued interest in 
and support of your company's operations. We 
welcome and invite your comments about any 
aspect of them.  

For the Board of Directors: 

William A. McNamara 
Chairman of the Board 

Donald J. Helfrecht 
President 

March 2, 1984

MGE General Office Facility
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MGE's Load Profile-Stability
Government, education, 
long-time businesses 
stabilize the loads.  

Madison Gas and Electric Com
pany's loads continue to be stable 
and diversified while growing stead
ily. In combination, these three fac
tors produce loads that are not seri
ously affected by sharp downward or 
upward swings of the national econ
omy. The company's load growth is 
manageable.  

Load characteristics are shaped by

the area the company serves. This 
includes Madison, which is the state 
capital, and several surrounding 
cities, villages and towns-most of 
which are located in Dane County.  

The company provides electricity 
for 101,000 customers in a 250
square-mile service area. It distrib
utes natural gas to more than 70,000 
customers in a 750-square-mile ser
vice area, which includes a portion 
of Columbia County.  

Load characteristics are profiled 
in the following sections. Many of 
the statistics used were taken from

the Economic Profile published by 
the Dane County Regional Planning 
Commission in May 1983.  

Government Biggest Employer 
Government and education are 

major components of Dane County's 
economy, employing about a third 
of the labor force.  

As the largest employer, the state 
of Wisconsin, including the Univer
sity of Wisconsin, accounts for 
about 39,000 jobs. State and univer
sity employment increased about 
23% between 1970 and 1982, but the

With 1,900 employees working in its Madison offices, the Established in 1910, the U.S. Forest Products Labora
American Family Insurance Group is the city's second tory, located on Madison's west side, is the national 
largest private employer. center for research in wood and wood products.

The Wilson Street State 
Office Building is one of 
five state office buildings 
in Madison.
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rate of increase has slowed in recent 
years.  

Dane County, the city of Madison 
and the federal government employ 
6,800 people.  

Because public employment re
mains relatively stable, unemploy
ment rates are traditionally below 
state and national levels. In Decem
ber 1983, unadjusted unemployment 
rates were: 

City of Madison ........... 6.4% 
Dane County ................ 6.9 
State of Wisconsin ....... 9.7 
United States ................ 8.0 

Besides employment, the Univer
sity of Wisconsin-Madison makes a 
major contribution to the economy 
of the area and the company's loads 
by attracting students from all over 
the world. More than 43,000 stu
dents were enrolled in September 
1983, nearly a thousand more than 
the year before. About 61% of them 
live within a mile of the campus, in 
the center of MGE's service area.  

Directly and indirectly, the Madi
son campus pumped nearly $1 bil
lion into the Madison area economy 
in 1980, according to the most re
cent study made by the University.  

Add to Stability 

Long-established businesses and 
industries also add to load stability.  
Madison's two largest private em
ployers, Oscar Mayer Foods Corp.  
and the American Family Insurance 
Group, have operated in the city 
since 1919 and 1927, respectively.  

A pioneer in the meat processing 
industry, Oscar Mayer Foods now 
employs about 2,500 people in 
Madison.  

American Family employs 1,900 
people in its home and Wisconsin 
regional offices in Madison. Operat
ing in 11 midwestern and mountain 
states, the company has some 3.25 
million policies in force. Nationally, 
American Family is the 18th largest 
insurer of autos, and is the largest 
provider of auto and homeowners' 
insurance in Wisconsin.  

(continued)

LLM 

Bascom Hall, built in the late 1850s, houses the admin
istrative offices of the University of Wisconsin-Madison.

In 1871, the Park Hotel was a major new attraction on 
Madison's Capitol Square. Today, its successor, the Inn 
on the Park, is being expanded to nine stories.
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MGE's Load Profile-Diversity
Mix of services, 
industry, agribusiness 
diversifies the loads.  

The governmental portion of 
MGE's load is complemented by a 
wide range of industries and busi
nesses, including service and retail 
establishments and those related to 
agriculture.  

Although not generally character
ized as an industrial center, Dane 
County has an estimated 20,000 in-

dustrial jobs and ranks fifth among 
Wisconsin's 72 counties in man
ufacturing.  

The food processing and printing 
industries are strong in Dane 
County. Fabricated metal products, 
machinery, electrical equipment and 
medical and control instruments 
also are produced.  

The food industry and other agri
businesses are supported by a strong 
agricultural base in Dane County, 
which has the state's largest share of 
prime agricultural land. The county

usually ranks first in the state in 
farm income, and dollar sales for 
agricultural products are among the 
nation's highest.  

Madison serves as a major retail 
trade center, attracting shoppers 
from a multi-county area. Medical 
facilities also serve the area.  

Since about half of the adults in 
Madison are renters, the company's 
housing loads also show diversity, 
with a mix of single-family homes, 
condominiums and multi-family 
dwellings.

Zander's Creamery in Cross Plains produces butter and Madison-Kipp Corp. is one of the nation's largest 
butterine, which are sold coast to coast. The plant has privately held die casters and a world leader in the 
been in the Zander family since 1898. manufacture of industrial lubrication systems.

Park Printing 
House, Verona, 
specializes in 
commercial 
jobs.
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Gift boxes of cheese are packed at the Swiss Colony Drapery rods are made by Graber Industries in 
warehouse in Madison, which contains a 24,000-square- Middleton. The company is one of the nation's top 
foot cooler unit. manufacturers of window furnishings and hardware.

. Whalers Cove at Lighthouse Bay is a new condominium development 
north of Madison. Building permits for 1,061 housing units were issued 
by Madison in 1983, an increase of more than 140% over 1982. (continued)
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MGE's Load Profile-Growth
Steady growth continues 
with new efforts 
to aid development.  

Dane County's estimated 1982 
population was 330,937. Projected 
population increases and new busi
ness development efforts should 
result in steady, manageable growth 
of the company's gas and electricity 
loads.  

Dane County's population is ex
pected to increase about 25%-to 
over 405,000-by the year 2010, ac-

cording to state estimates made last 
year. The county's growth rate is 
well above the projected statewide 
increase of 17%.  

The growth is attributed to the 
location of the University of Wis
consin and state government in 
Madison, a good climate for the 
kinds of businesses and industries 
that can benefit from the resources 
of the University and extensive 
health facilities in Madison to serve 
a population that is growing older.  
Downtown Madison probably will 
continue to grow at least marginally,

according to the estimates.  
Counties in Madison's retail trade 

area also are expected to show popu
lation growth ranging from 5% to 23%.  

MGE Supports Development 

New private and public efforts be
gan in 1983 to encourage commer
cial and industrial development in 
the city of Madison and Dane 
County. MGE is a participant in the 
Madison Capital Corp. and Down
town Madison Inc., two new devel
opment organizations. The company 
has committed $400,000 to them.

Webcrafters has expanded its operations to a new 
120,000-square-foot facility north of Madison. The com
pany has other facilities on Madison's east side.

Expansion plans were announced for the South Towne 
Mall only six months after it opened in March 1983.  
The mall is located in the city of Monona.

1 n W~~T

Development also is taking place along State Street, 
which links the state capitol and the University. At one 
corner, specialty shops replaced a service station.  
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The Madison Capital Corp. raises 
venture capital for investments in 
growth companies that have signifi
cant potential to increase sales, ex
pand, generate profits and increase 
employment opportunities in the 
Madison area. It is licensed as a 
Small Business Investment Co.  

Downtown Madison Inc. was or
ganized last year to help rebuild the 
central business district. It is the 
umbrella organization for three sepa
rate groups that will focus on down
town planning, development and 
promotion.  

Development Plan Adopted 

The Madison Common Council 
approved a three-year economic de
velopment plan last year. Major 
goals include: 
* Increasing the number of private

sector jobs; 
* Encouraging the development of 

industries that are expanding; 
* Increasing employment in technol

ogy-based manufacturing; 
* Providing support services to 

Madison businesses; 
* Helping residents prepare for the 

kinds of jobs that the development 
effort would create; 

* Maintaining the vitality of Madi
. son's established commercial dis

tricts.  
The University of Wisconsin has 

received approval from the city of 
Madison to begin developing a re
search park on 321 acres on the west 
side of the city. Besides research fa
cilities, the long-term development 
project will include offices, commer
cial establishments, housing and a 
hotel-conference center, all esti
mated to add 6,500 jobs by the time 
the project is completed.  

Along with development pro
grams begun earlier, these new ef
forts should further nurture the pat
tern of steady growth in the 
company's service territory. In set
ting records for electricity and gas 
peaks in 1983 with no difficulty, 
MGE has demonstrated that it is 
well prepared to serve new additions 
to its gas and electricity loads.

I

A four-story addition to the City-County Building in 
downtown Madison was the biggest construction job for 
which the city issued a building permit in 1983.

A new five-story federal courthouse is nearing 
completion in downtown Madison. It will house 
courts and federal offices.
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Corporate Operations

W hen MGE's new General Office Facility opened last 
April, corporate and operations 
functions were consolidated on one 
contiguous site after having been 
scattered in several locations in the 
city. The result is cost savings from 
improved operating efficiency, bet
ter internal communication and 
greater customer convenience.  

Departments providing principal 
customer services-such as bill pay
ing, applications for service and 
credit, and energy conservation 
help-now are conveniently located 
on the first floor. Grouping these 
services in one area provides faster 
service to customers and more 
efficient operation and com
munication.  

Data Processing Upgraded 

A new Amdahl computer, which 
went on line last May 16, increases 
data processing capabilities to meet 
MGE's growing information needs.  
This continued modernization of 
record-keeping systems through 
automation makes more informa
tion available and improves 
MGE's response time to customers, 
shareholders and regulators.  

Security and fire protection mea
sures in the Data Center also have 
been upgraded.  

Energy Audits Second Nationally 

MGE's home energy audit pro
gram ranks second in the nation, 
according to a study reported in 
December 1983 by the Energy 
Conservation Coalition (ECC), 
Washington, D.C. The Clark 
County Public Utility District in

1983 Highlights 
* New office facility completed 
* New computer improves 

efficiency 
* Home audit program rated 

second nationally 
* Commercial/industrial energy 

audits introduced 
* Customer information 

activities expanded 

the state of Washington ranked 
first.  

The ECC analyzed Residential 
Conservation Service (RCS) reports 
of 179 utilities and 33 states to 
identify those that provide the 
most efficient energy audit services 
for their customers. Results were 
based on 1981 and 1982 audit 
activities.  

Last July, the energy audit pro
gram was expanded to include 
commercial and industrial cus
tomers. Energy Program Services 
staff performs free audits of com-

mercial buildings using less than 
25,000 therms or 100,000 kwh per 
year. Larger users, who are charged 
a moderate fee, are audited by a 
consulting engineering firm under 
contract to MGE.  

Audits of all types conducted in 
1983 totaled 4,999. Since the pro
gram started in 1976, some 30,883 
audits have been done.  

Services Added 

In addition to the audit pro
gram, the company continued to 
offer a variety of customer assis
tance and information programs in 
1983, including several new ones.  
A Market Services Department was 
established in the Customer Ser
vices Division in March 1983. The 
staff maintains regular contact with 
customers and allied trades-such 
as heating and air conditioning 
contractors, builders and devel
opers-to inform them of the com
pany's services. They work closely 
with specific customer groups, 
compile information for load fore
casting and sell energy utilization 
and conservation equipment.  

The company also assists cus
tomers by conducting workshops 
and seminars. More than 400 cus
tomers participated in five energy

66Conservation means making 
better use of our energy 
resources, not doing without 
them. Customers and com
pany alike benefit from our 
conservation programs.  
Customers benefit because they 
can manage their energy costs 
better. MGE benefits because we 
can meet our customers' energy 
needs with existing facilities 
further into the future, deferring 
the costs of new construction. 9 

Claire Fulenwider, 
Senior Manager-Energy 
Utilization Programs



conservation workshops and sem
inars conducted by Energy Utiliza
tion staff in the fall. Special atten
tion was given to owners of rental 
property who are subject to new 
city and state energy codes.  

Two programs to assist low
income customers were improved 
last year. Procedures were simpli
fied for qualifying applicants for 
the Low Income Weatherization 
Assistance Program, which began 
in 1982, and for lower lifeline gas 
and electric rates.  

The weatherization program was 
expanded so that all electricity and 
gas low-income customers are now 
eligible. In September, the com
pany received a federal weatheriza
tion matching grant of $93,000 
from the Department of Housing 
and Urban Development to extend 
weatherization funds further.  
Weatherization work was author
ized in 1983 for 342 customers.  

By the end of the year, 1,336 
low-income customers received ser
vice on lifeline rates, 395 more 
than in 1982.  

Many Information Outlets 

MGE's general public informa
tion program also was expanded.  
The Speakers Bureau presented 95 
programs in 1983, 19 more than 
the year before. Presentations were 
made to a total audience of 4,419 
people, 1,603 more than in 1982.  
Energy conservation was again the 
most requested topic.  

Energy Information staff pre
sented 113 programs in elementary 
schools, high schools and colleges, 
and conducted 61 programs for 
MGE employees and other groups, 
including tours of the Blount 
generating plant.  

The company's exhibit program 
was expanded when the General 
Office Facility opened last April. A 

Scott Vande Zande, Energy Program 
Services, conducts a commercial 

energy audit, a new service.

Kim Koenig, Customer Information and Applications, 
assists a customer. Principal customer services are 
conveniently located on the first floor of MGE's new 
General Office Facility.



MGE uses print, radio and television to inform customers about energy con
servation, gas and electric safety, assistance programs and billing practices.

historic railroad building, which is 
part of the facility, houses a new 
Energy Exhibit Hall. It includes 
displays, slide-tape programs and 
publications to inform visitors 
about energy, new efficient equip
ment and conservation. An energy 
advisor is stationed in the Hall to 
assist visitors and answer their 
questions.  

Other conservation exhibits are 
displayed in MGE's downtown 
Energy Center and in the Energy
mobile trailer, which is sponsored 
jointly with the city of Madison.  

Mass Communications 
Mass communications through 

publications, advertising and media 
relations efficiently reinforce the 
company's one-on-one customer 
information efforts. All customers 
receive MGE Energy News with 
their bills, which discusses conser
vation, gas and electricity safety, 
assistance programs and billing and 
service information.  

Comprehensive information 
explaining company policies on 
billing, service, credit and collec
tion, safety and other subjects was 
consolidated into one booklet, the

Customer A nswerbook, which was 
mailed to all customers last fall.  

A new series of 14 brochures on 
appliance efficiency was initiated 
late in 1983. The first two bro
chures deal with EnergyGuide 
labels and appliance operating 
costs.  

MGE currently offers some 80 
publications to assist and inform 
customers about energy, conserva
tion, safety, company policies and 
assistance programs.  

Information programming also 
includes news releases, answering 
inquiries made by the news media 
and advertising.  

A survey conducted for MGE 
last fall showed that 97% of the 
626 people screened had seen, 
heard or read utility advertising 
recently. Of the MGE customers 
screened from the total, the great
est number, 58%, said they had 
seen the advertising on television.  
Other major information sources 
they cited were bill inserts (17%), 
newspapers (16%) and radio (6%).  

New radio and television com
mercials and newspaper ads were 
produced last year to help cus
tomers avoid damaging gas and

electric facilities when they begin 
projects that require digging. The 
advertising informs customers 
about the "one call" Diggers 
Hotline, so that participating utili
ties can mark their underground 
facilities before customers begin 
their projects. This safety campaign 
won four awards in a 1983 contest 
sponsored by the Madison Adver
tising Federation, including the 
"best of show" award.  

Demonstration Programs Funded 
MGE's Innovative Energy Dem

onstration Grant Program was 
strengthened in 1983. This pro
gram helps MGE obtain firsthand 
experience with new energy tech
nologies so that information about 
their effectiveness can be given to 
customers.  

An MGE Project Selection Com
mittee evaluates applications and 
selects the projects to be funded by 
the company. Last year, five new 
projects were authorized. Three of 
them involve photovoltaic systems, 
which convert sunlight directly to 
electricity. These include installa
tion of a 2-kw photovoltaic system 
on an eight-unit apartment build
ing owned by Goodwill Industries, 
installation of a photovoltaic test 
and data acquisition station on the 
roof of a company building and 
preparation of a photovoltaic dis
play for the Energy Exhibit Hall.  

Other projects approved last 
year include a study of the effec
tiveness of air-to-air heat exchang
ers for humidity control in homes 
and the superinsulation retrofit of 
five homes occupied by low
income customers. Projects funded 
earlier included solar water and 
space heating and weatherization 
measures.  

Since its inception in 1980, 
MGE's Innovative Energy Demon
stration Grant Program has provid
ed about $570,000 to fund these 
projects.  

Corporate operations in 1983 
achieved new high levels of cus
tomer-oriented service.



Gas Operations

E xtreme weather affected natural gas sales in 1983. Mild 
weather early in the year, along 
with continuing customer conser
vation efforts, resulted in 1983 gas 
sales of 154 million therms, 1.6% 
less than in 1982.  

Even though sales for the year 
were down, record cold weather in 
December resulted in a new gas 
system peak of nearly 1.8 million 
therms for the 24-hour period 
beginning at 11:30 a.m. Dec. 23.  
The previous peak of 1.4 million 
therms was set in January 1982.  

Revenues from gas sales were 
$93 million in 1983, 12% higher 
than the year before.  

The company added 1,648 new 
gas customers last year and served 
70,162 customers at year-end in its 
750-square-mile gas service area.  

Main Project Completed 

The last section of cast-iron 
main in MGE's gas distribution 
system was replaced Nov. 3, com
pleting a 13-year, 170-mile gas 
main replacement project. Some of 
the old main was more than 70 
years old. The project began in 
1971, shortly after new state gas 
safety codes prohibited the perma-

1983 Highlights 
* Gas system peak-day record 

set in December 
* Thirteen-year main replace

ment project completed 
* New line improves reliability 

in growing area 
* Supply, price outlook 

favorable 

nent installation of cast-iron main.  
Plastic and steel main replaced 
cast-iron main in the cities of 
Madison and Middleton and the 
village of Maple Bluff.  

This project, which was coordi
nated with the city's renovation 
around the Capitol Square and 
street improvement programs 
throughout the city, included 
upgrading the distribution system 
to increase its capacity and to 
improve overall reliability. New 
street-to-house laterals were 
installed for nearly 20,000 cus
tomers, and meters were relocated 
from inside to outside for most of 
those customers.  

All low-pressure main and asso
ciated services were replaced with 
intermediate or high-pressure facili

44We have a reliable, safe gas 
distribution system, one of the 
best in the state. The com
pletion of the cast-iron main 
replacement project last 
November has greatly improved 
system reliability and safety. 9 9 

Richard H. Thies, Director
Gas Systems Operation

Clarence Kuchar (standing) and 
James Delehanty, Gas Distribu
tion, replace the last section of 
cast-iron main.  

ties, increasing the capacity of the 
system while permitting the use of 
smaller size main.  

Other Improvements Made 

A 4-mile loop of 6- and 8-inch 
gas main was installed last summer 
between the west side of Madison 
and the city of Verona, an area in 
which the company is experiencing 
substantial customer and load 
growth. The loop strengthens the 
reliability of the gas supply to the 
area and permits a smaller segment 
of the system to be valved off in 
an emergency.  

About 1.5 miles of 6-inch steel 
main was installed in the Cross 
Plains area last summer. The work 
is part of a long-term gas system 
improvement project that will 
eventually reinforce MGE's distri
bution systems in the villages of 
Black Earth and Mazomanie.  

In total, 1983 construction 
resulted in 26 miles of new and 
replacement main.  

Gas distribution crews now 
work on a year-round basis as 
"self-contained" units. They per
form most of the tasks-such as 
excavating, welding or plastic
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fusion, pipe installation and back
filling-needed to complete specific 
projects. The qualification of two 
Gas Distribution employees as 
welders improves overall efficiency 
because they can do much of the 
welding associated with self-con
tained crew work. If a system 
emergency repair is needed, these 
crews can be moved quickly to the 
trouble spot.  

Prices Stabilizing 

Natural gas supplies will contin
ue to be sufficient to meet custom
er needs into the 1990s and prices 
have begun to stabilize. Early this 
year, the Federal Energy Regula
tory Commission approved a set
tlement between MGE and its sup
plier, ANR Pipeline Co., making 
permanent the prices that had been 
in effect since Nov. 1, 1983. The 
prices are about the same as those 
paid during the 1982-83 winter.

Wilbert Frey (driver) and Albert 
Lewis, Gas Distribution, use sensi
tive equipment to detect gas leaks.  

American Gas Association stud
ies continue to project a modera
tion in both wellhead prices and 
consumer prices to 1992.  

Last December, commercial and 
industrial customers using large 
volumes of gas attended a meeting 
sponsored by MGE at which they

were briefed by representatives of 
ANR Pipeline Co. on the pricing 
and supply outlook.  

Future Growth 

To aid the company in its short
and long-term planning and mar
keting strategies, its Gas Require
ments Planning Committee com
pleted a study in June projecting 
gas sales to commercial and indus
trial customers to 1992. These cus
tomers include apartment buildings 
of five or more units.  

The committee concluded that 
the projected gas sales growth (in 
therms) in the service area would 
be offset somewhat by accelerated 
weatherization efforts now required 
by the city of Madison and the 
state. After completion of the 
weatherization programs, expected 
in about seven years, growth will 
begin to assume a more dominant 
role in gas sales.

Gas Service 
Sales (Thousands of Therms) 
Residential 
Commercial 
Interruptible boiler fuel 
Industrial 

Total 

Revenues (000) 
Residential 
Commercial 
Interruptible boiler fuel 
Industrial 

Total 

Customers at Year End 
Residential 
Commercial 
Interruptible boiler fuel 
Industrial 

Total

Residential (Averages) 
Therms per space

heating customer 
Rate per therm

space heating

1,200 

67.0C

1,262 

56.5w

1,186 

48.40

1,370 1,471

40.20 31.30

1,527 

27.84

1,659 

14.20

*During 1983 and 1982, approximately 2,200 commercial customers were redefined as residential customers.

1983 

67,480 
66,039 
11,434 
8,554 

153,507 

$45,409 
38,310 

4,920 
4,567 

$93,206 

62,716* 
7,370* 

4 
72 

70,162

1982 

67,823 
74,290 

4,755 
9,107 

155,975 

$38,507 
38,149 

2,014 
4,407 

$83,077 

60,738* 
7,700* 

3 
73 

68,514

1981 

62,080 
70,806 

7,152 
9,959 

149,997 

$30,238 
31,624 

2,647 
4,047 

$68,556 

58,450 
9,201 

3 
73 

67,727

1980 

68,499 
74,842 
24,344 
10,227 

177,912 

$27,759 
27,963 

7,394 
3,524 

$66,640 

57,231 
8,916 

4 
73 

66,224

1979 

68,599 
90,953 
17,354 
15,844 

192,750 

$21,677 
24,994 

4,200 
4,002 

$54,873 

54,822 
8,566 

5 
73 

63,466

1978 

68,145 
88,929 

5,134 
16,302 

178,510 

$19,135 
22,134 

1,026 
3,802 

$46,097 

52,574 
8,338 

4 
73 

60,989

1973 

57,896 
85,069 
14,661 
16,083 

173,709 

$ 8,395 
9,049 

862 
1,249 

$19,555 

43,913 
6,977 

5 
37 

50,932



Electric Operations

S ummer and winter electricity demand set records in 1983. A 
record-high demand of 426,000 kw 
was reached last July 21, exceeding 
the 403,000 kw peak set two days 
earlier. Both were considerably 
higher than the previous record 
demand of 387,000 kw, which was 
set in August 1982.  

A new high winter peak demand 
of 311,000 kw occurred on Dec.  
19, exceeding the previous high of 
297,000 kw set in December 1981.  
The record peak demand is attrib
uted to extreme weather as well as 
to load growth in the service area.  

MGE was able to meet its new 
high summer and winter demands 
efficiently and readily. The compa
ny's electricity generating capacity 
is sufficient to adequately serve 
current and new customers for

1983 Highlights 
* Record summer and winter 

demand peaks set 
* New transmission line 
strengthens power supply in 
central Madison 

* Wind generator begins 
producing 

* Electricity supply adequate to 
meet customer needs 

some time. Generating capacity of 
597,000 kw is available from the 
Kewaunee Nuclear Plant, the coal
fired Columbia Energy Center, the 
coal-and-refuse-fired Blount Plant 
and oil/gas peak-load combustion

turbines. Kewaunee and Columbia 
are owned jointly with two other 
utilities.  

Fuel Mix 
1983 Capacity (kw) 

Base-load nuclear-fueled............15% 
Base-load and intermediate

load coal-fired ...... ..... 70% 
Oil- and gas-fired peak-load 

combustion turbines .............. 15%

Nuclear.  
Coal.......

Generation (kwh) 

1983 
32% 
64%

Natural gas and 
o il .........................

1982 
35% 
62%

4% 3%

(continued)

Electric Service 
Sales (Megawatt-hours) 
Residential 
Commercial power & lighting 
Industrial power & lighting 
Street & highway lighting & 

public authorities 
Other utilities 

Total 

Revenues (000) 
Residential 
Commercial power & lighting 
Industrial power & lighting 
Street & highway lighting & 

public authorities 
Other utilities 

Total 

Customers at Year End 
Residential 
Commercial power & lighting 
Industrial power & lighting 
Street & highway lighting & 

public authorities 
Other utilities 

Total 

Residential (Averages) 
Kilowatt-hours per customer 
Rate per kilowatt-hour

1983 

560,289 
958,652 
102,126 

185,904 
242,211 

2,049,182 

$ 38,454 
57,401 

5,513 

9,217 
9,900 

$120,485 

88,463 
12,728 

89 

53 
4 

101,337

1982 

530,002 
892,880 
105,390 

196,738 
215,063 

1,940,073 

$ 32,072 
49,498 

5,221 

9,075 
9,685 

$105,551 

87,499 
12,637 

95 

45 
3 

100,279

6,388 6,101 
6.86C 6.050

1981 

518,994 
859,766 
116,918 

189,975 
275,655 

1,961,308 

$27,083 
41,688 

4,959 

7,580 
11,530 

$92,840 

86,640 
12,389 

98 

43 
3 

99,173

6,073 
5.22

1980 

513,508 
849,982 
111,069 

189,661 
582,561 

2,246,781 

$25,221 
38,716 
4,536 

7,079 
19,380 

$94,932 

85,068 
12,037 

102 

38 
3 

97,248

6,120 
4.91C

1979 

485,745 
789,811 
124,854 

209,115 
690,656 

2,300,181 

$22,429 
32,739 

4,547 

6,704 
22,383 

$88,802 

83,264 
11,808 

122 

40 
3 

95,237

5,897 
4.620

1978 

503,767 
766,355 
114,311 

215,069 
537,616 

2,137,118 

$22,130 
30,157 

3,983 

6,447 
15,488 

$78,205 

81,671 
11,609 

139 

36 
3 

93,458

6,241 
4.394

1973 

471,424 
628,488 
139,157 

203,511 
25,584 

1,468,164 

$11,477 
14,078 
2,318 

2,913 
660 

$31,446 

73,324 
10,323 

197 

38 
3 

83,885

6,566 
2.430
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Significantly, while nuclear fuel 
made up only 15% of total capaci
ty, it accounted for 32% of all elec
tricity generated in 1983. MGE 
continues to make maximum use 
of this most efficient, economical 
and reliable energy source.  

In 1983, the Blount Plant 
burned 11,919 tons of refuse
derived fuel purchased from the 
city of Madison. This fuel replaced 
6,065 tons of coal.  

Sales Increase 

Last year, total electricity sales, 
including sales to other utilities, 
were 2 billion kwh, up 5.6% 
from 1982. Sales to consumers 
increased 4.8%.  

Revenue from electricity sales 
amounted to $120.5 million, or 
14% more than in 1982.  

MGE added 1,058 new electrici
ty customers in 1983. At year-end, 
the company served 101,337 cus
tomers in its 250-square-mile 
service area.  

Begin Wind Generation 

Late last year, MGE's first wind
powered generator began producing 
electricity. Located at the Fitchburg 
substation, it is expected to pro
duce 8,000 kwh annually.  

The wind installation is part of 
an MGE research and development 
program to evaluate the economic 
feasibility, safety, reliability and 
energy output of multiple dispersed 
wind-powered generators that may 
help MGE meet customers' elec
tricity demands. Sites have been 
selected for two more wind
powered generators, one at the 
Sprecher Road substation on 
Madison's east side and the other 
on a customer's property in the 
northwest part of the electricity 
service area.  

Kewaunee Nearing 10th Year 

The Kewaunee Nuclear Plant 
continued its excellent operating 
performance in 1983. Scheduled 
annual refueling and maintenance,

Donald Prieve, Electric Distribu
tion, installs carrier pipe for a 
138,000-volt line.

which lasted seven weeks, were 
performed in the spring, and the 
plant went back into service on 
June 7. Spent fuel is stored at the 
plant, which has storage capacity to 
last until the year 2000. The plant, 
which has been in commercial 
operation since June 1974, has a 
high overall reliability rating 
among the commercial nuclear 
plants in the U.S., ranking fifth in 
1982.  

System Improvements 

The first segment of an 18-mile, 
138,000-volt transmission line 
between North Madison, Sycamore 

S4We added a 13.5-mile, 138, 000
volt transmission line to our 
system last year. This segment 
is part of the project to improve 
the bulk power delivery system 
reliability between our remote 
generation at the Kewaunee and 
Columbia plants and central 
Madison. 4 0 

Clark Kimball, Director of 
Electric Transmission 

and Distribution

and Blount Plant substations was 
completed and construction was 
begun on the second segment last 
summer. The completed line will 
carry power from the Kewaunee 
and Columbia plants to central 
Madison.  

The completed segment, about 
13.5 miles, links the company's 
North Madison and Sycamore sub
stations. The portion being built 
now will be 4.25 miles long, run
ning from the Sycamore substation 
to the Blount substation. More 
than 3.5 miles of this line will be 
installed underground, a portion of 
it under the Yahara River. Con
struction will be finished this 
summer.  

In addition to the transmission 
line projects in 1983, MGE also 
added about 25 miles of electricity 
distribution lines during the year, 
with about half installed under
ground.  

MGE crews performed major 
maintenance and inspection work 
at the North Madison substation 
late last summer, including servic
ing two 345-ky air blast circuit 
breakers, the largest on MGE's 
transmission system.



Summary of Selected Financial Data 
(Thousands of Dollars Except Per-Share Amounts) 

1983 1982 1981 1980 1979 
Operating Revenues 
Electric................................................................ $120,650 $105,827 $ 93,232 $ 95,317 $ 89,211 
G as...................................................................... 93,453 83,377 68,850 66,439 55,169 

Total................................................................ $214,103 $189,204 $162,082 $161,756 $144,380 

Income, Earnings, and Dividends 
Net income.......................... $ 18,805 $ 14,956 $ 12,583 $ 15,548 $ 12,822 
Earnings on common stock............ ... $ 16,163 $ 12,114 $ 9,542 $ 12,399 $ 9,628 
Earnings per average common share............... $ 2.66 $ 2.05 $ 1.66 $ 2.21 $ 1.76 
Cash dividends paid per common share......... $ 2.00 $ 1.86 $ 1.76 $ 1.66 $ 1.48 

Assets (year end) 
Electric................................................................ $204,584 $210,317 $210,313 $209,393 $207,321 
G as...................................................................... 77,415 73,759 69,341 65,308 60,732 
Assets not allocated........................................... 27,527 28,676 23,720 17,975 17,545 

Total................................................................ $309,526 $312,752 $303,374 $292,676 $285,598 

Long-term Debt and Redeemable Preferred 
Stock, net (year end) .................... $125,048 $124,132 $125,679 $129,084 $131,570 

Internal Generation of Funds 
Net funds generated internally ......................... $ 26,272 $ 20,366 $ 17,392 $ 20,896 $ 17,262 
Total funds used for construction 

expenditures and nuclear fuel....................... $ 21,356 $ 26,863 $ 23,956 $ 21,520 $ 21,015 
Percent generated internally ............................. 123.0% 75.8% 72.6% 97.1% 82.1% 

Capitalization Ratios (year end)* 
Common shareholders' equity.......................... 47.5% 43.3% 43.0% 43.1% 42.1% 
Redeemable preferred stock*............................ 11.2 11.6 12.7 13.7 14.2 
Long-term debt* ................................................ 40.6 38.3 39.2 40.6 42.1 
Short-term debt.................................................. .7 6.8 5.1 2.6 1.6 
*Includes current sinking fund requirements and current redemptions.  

Common Stock Price Range and Dividends 
The common stock of the Company is traded in the over-the-counter market. The range of bid and asked 

prices, as quoted by the National Association of Securities Dealers, Inc., and the dividends paid for the years 
1983 and 1982 are as follows: 

Bid Asked Dividends Bid Asked Dividends 
High Low High Low Paid High Low High Low Paid 

1983 1982 

First Quarter...... 20 18% 204 19 48C First Quarter...... 15% 14V2 16 14% 450 
Second Quarter.. 19/ 18 20/ 19 48r Second Quarter.. 15/ 14/8 16 14/8 45C 
Third Quarter.... 21/ 18/ 221/8 18/ 520 Third Quarter.... 17/ 13% 17V2 141/8 484 
Fourth Quarter.. 22/2 19 224 208 52C Fourth Quarter.. 19 17/ 194 17/8 484r 

There were 16,721 shareholders as of February 15, 1984. There currently are no restrictions on the Com
pany's ability to pay dividends and none are expected in the foreseeable future. The Company has regularly 
paid dividends to its shareholders and expects that it will continue to do so in the future.
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Management's Discussion and Analysis 
of Operations and Financial Condition 
Results of Operations

The hot weather experienced in the summer of 
1983 and the cold weather this past December con
tributed to the increase in 1983 earnings. The full ef
fects of the August, 1982, electric and gas rate in
creases, and the additional increases authorized in 
June, 1983, also significantly increased earnings.  

To provide and maintain adequate earnings levels, 
the Company expects to request timely rate in
creases in the future. Pursuant to an application 
filed on May 27, 1983, and subsequently amended 

Increase (Decrease) from prior year 
(Millions of dollars) 
Sales to other utilities....... .........  
Sales to consumers 

Due to formal rate increases, fuel 
and purchased gas adjustments, 
respectively, and other factors .........  

Due to sales increases (decreases)........  
Total Increases (Decreases)............  

Natural gas purchase costs per therm increased 12 
percent in 1983 compared to 1982; however, over 
the last six months of 1983, the cost per therm re
mained relatively stable. The cost per kilowatt-hour 
of fuel for electric generation and purchased power 
was essentially unchanged in 1983 compared to 
1982. The Company believes that these stabilities 
should continue in the coming year. The PSCW has 
adopted administrative rules, in accordance with re
cent Wisconsin legislation, that eliminate the auto
matic electric fuel adjustment clause. See Note 5 to 
Consolidated Financial Statements.  

The rise in non-fuel operating expenses reflects, 
in part, increasing material and labor costs due to 
inflation, and customer growth. For an analysis of 

Liquidity and Capital Resources 

During the five-year period shown in the Selected 
Financial Data, the Company's construction expend
itures have been funded mainly from funds inter
nally generated. Estimated construction expenditures 
during 1984 are $35.1 million. The increase in the 
estimated 1984 construction budget over the actual 
expenditures of 1983 is primarily the result of defer
ring ccrtain 1983 projects to 1984. This deferral of 
projects also impacts on the percentage of internal 
generation of funds for both periods. While the in
ternal generation was over 100 percent in 1983, the 
Company expects to generate internally in 1984 
about 75 percent of the funds used for construction 
expenditures and nuclear fuel.  

At December 31, 1983, the Company had unused

on September 9, 1983, the Public Service Commis
sion of Wisconsin (PSCW) very recently issued a 
rate order. This order authorizes a $3.2 million in
crease in retail electric revenues and a $0.3 million 
decrease in gas revenues, in recognition of antici
pated 1984 operations. Rate matters are discussed in 
Note 5 to Consolidated Financial Statements.  

The total change in revenues from year to year 
can be segregated by the following factors:

Electric Revenues 
1983 1982 1981 

$ .2 $ (1.9) $(7.9)

9.5 
5.1 

$14.8

12.6 
1.9 

$12.6

4.8 
1.0 

$(2.1)

Gas Revenues 
1983 1982 1981 

Not applicable 

$11.6 $12.0 $12.9 
(1.5) 2.5 (10.5) 

$10.1 $14.5 $ 2.4

the estimated impact of inflation, see the "Supple
mentary Information to Disclose the Effects of 
Changing Prices" following the Notes to Consoli
dated Financial Statements.  

Additional depreciation (equivalent to estimated 
reductions in income taxes) increased as a result of 
the claiming as a deduction certain accumulated nu
clear fuel disposal costs for tax purposes in 1983.  

The changes in interest expense are the result of 
the issuance in December, 1982, of $25 million of 
10.60 percent, 2012 Series, Industrial Development 
Revenue Bonds. The increase in other income is at
tributable to the income from the investment of the 
unused proceeds of the December bond issue.  

lines of credit of $21 million, including a revolving 
credit agreement with five banks. These lines are 
generally used as support of commercial paper, 
which represents a primary source of short-term 
financing. The Company's dealer-issued commercial 
paper carries the highest ratings of Moody's Inves
tors Service, Inc., Standard & Poor's Corporation, 
and Duff and Phelps, Inc.  

The Company believes that trust indenture 
restrictions will not prevent the issuance of addi
tional long-term debt in the foreseeable future.  

The capitalization ratios, as shown in the Selected 
Financial Data, reflect the Company's efforts to 
maintain and strengthen its credit rating. The Com
pany's bonds are rated D&P-3 by Duff and Phelps 
and AA by Standard & Poor's. In November, 
Moody's upgraded its rating on our bonds to Aal.
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Consolidated Statement of Income 
For the years ended December 31

Operating Revenues (Notes Id & 5) 
E lectric ....................................................................................  
G as..........................................................................................  

Total Operating Revenues.............................................  
Operating Expenses 
Fuel used for electric generation (Note le).........................  
Purchased pow er....................................................................  
Natural gas purchased for resale ..........................................  
O ther operations....................................................................  
M aintenance...........................................................................  
Depreciation and amortization (Note Ic) 

Straight-line depreciation and amortization....................  
Additional depreciation (equivalent to 

estimated reduction in income taxes)...........................  
Taxes (Note 1g) 

Current federal incom e......................................................  
Investment tax credit deferred..........................................  
Investment tax credit restored (credit).............................  
Current state incom e.........................................................  
Property, payroll, and other..............................................  

Total Operating Expenses..............................................  
N et O perating Incom e...........................................................  
O ther Incom e, N et*...............................................................  
Income Before Interest Expense...........................................  
Interest Expense* 
Interest on long-term debt....................................................  
O ther interest............................... ..... ....................  

Total Interest Expense.....................  
N et Incom e.......................................................................  
Preferred Stock Cash Dividend Requirements ...................  
Earnings on Common Stock.................................................  

Earnings Per Share of Common Stock (6,078,034, 
5,911,401, and 5,756,254 average shares outstanding)....  

*No allowance for funds used during construction has been

1983 

$120,649,952 
93,453,405 

214,103,357 

38,244,990 
2,014,772 

69,372,580 
28,054,448 

7,893,594 

14,532,945 

5,020,569 

10,382,347 
2,065,366 

(1,058,737) 
2,595,217 
6,373,840 

185,491,931 
28,611,426 

1,251,081 
29,862,507 

10,277,545 
779,864 

11,057,409 
18,805,098 
2,642,069 

$ 16,163,029 

$2.66

1982 

$105,827,073 
83,376,878 

189,203,951 

34,762,162 
2,766,785 

62,960,473 
25,166,015 

7,359,062 

12,331,308 

1,147,511 

9,995,641 
1,577,032 
(980,528) 

2,175,754 
6,089,406 

165,350,621 
23,853,330 

277,016 
24,130,346 

7,769,612 
1,405,202 
9,174,814 

14,955,532 
2,841,606 

$ 12,113,926

$2.05

1981 

$ 93,231,809 
68,850,602 

162,082,411 

29,482,704 
1,995,901 

52,650,228 
21,713,570 

6,489,572 

12,083,120 

2,706,503 

5,453,285 
2,509,322 

(850,889) 
1,449,842 
5,516,842 

141,200,000 
20,882,411 

694,424 
21,576,835 

7,781,538 
1,212,592 
8,994,130 

12,582,705 
3,041,144 

$ 9,541,561 

$1.66

recorded during the three years. (Note 5)

Consolidated Statement of Retained Income 
For the years ended December 31

Balance Beginning of Year....................................................  
A dd- N et incom e...................................................................  

Total Before Deductions................................................  
Deduct 
Cash dividends on common stock. ...............  
Preferred stock cash dividend requirements.......................  
Expense of issuing common stock .......................................  

Total D eductions............................................................  
Balance End of Year ...............................  

The accompanying notes are an inte

1983 
$ 28,348,431 

18,805,098 
47,153,529

1982 
$ 27,346,951 

14,955,532 
42,302,483

12,142,714 10,983,339 
2,642,069 2,841,606 

175,578 129,107 
14,960,361 13,954,052 

$ 32,193,168 $ 28,348,431 

gral part of the above statements.

1981 
$ 28,021,178 

12,582,705 
40,603,883 

10,128,804 
3,041,144 

86,984 
13,256,932 

$ 27,346,951
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Consolidated Balance Sheet 
At December 31 

Assets 
Utility Plant, at original cost (Note la) 

In service-Electric (Note b) ................................  

Gas..........................................  

Gross Plant in Service ................. ..............  

Less-Accumulated provision for depreciation (Note Ic) .............  

Net Plant in Service ....................................  

Construction work in progress ................................  

Nuclear fuel, net (Note 1e) ..................................  

Total Utility Plant .......................................  

O ther P roperty .....................................................................................................

Current Assets 

Cash...................................... ....................  

Deposits for jointly owned electric power production facilities..............  

Temporary cash investments, at cost, which approximates market..........  

Accounts receivable, less reserves of $403,125 and $357,767, respectively .  

Unbilled revenue (Note Id) .......................................  

Materials and supplies, at average cost............... .................  

Fossil fuel, at cost (Note If)...................... ..............  

Prepayments ............................................  

Total Current Assets................ ..................  

D eferred C harges ................................................................................................  

T otal A ssets...................................................................................................

1983 

$302,858,833 

102,977,836 

405,836,669 

(172,560,271) 

233,276,398 

9,556,252 

6,438,769 

249,271,419 

3,008,104

2,217,781 

1,929,518 

24,522,156 

12,566,171 

5,561,052 

6,126,709 

351,250 

53,274,637 

3,971,971 

$309,526,131

1982 

$288,281,608 

95,308,487 

383,590,095 

(155,393,046) 

228,197,049 

14,772,021 

10,997,943 

253,967,013 

2,607,358

1 990,288 

1,892,130 

5,790,368 

20,307,779 

8,852,643 

4,870,040 

7,918,960 

587,499 

52,209,707 

3,968,091 

$312,752,169

The accompanying notes are an integral part of the above statement.
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1983 1982

Capitalization and Liabilities 
Capitalization (see statement) (Note 2) 

Common shareholders' equity 

Common stock................... ...................  

Amount received in excess of par value.................... ..........  

Retained income.................. .....................  

Total Common Shareholders' Equity........................  

Redeemable preferred stock ..................................  

Long-term debt.................... ...................  

Total Capitalization................. ................  

Current Liabilities 

Preferred stock sinking fund requirements (Note 2b) ................  

Interim loans (Note 4)-Notes payable to banks......... ........  

Commercial paper ......... ..........  

Sinking Fund Requirements and Interim Loans............... .......  
Accounts payable................... ...................  

Gas refunds payable to customers.............................  

Accrued interest................... ...................  

A ccrued taxes ...........................................................  
Other ........................ .......  

Other..................... I . ...............................  

Total Current Liabilities................................  

Other Credits 

Contributions in aid of construction...........................  

Investment tax credit deferred (Note 1g) ........................  

Other ......................... ........................  

Total Other Credits....................................  

Construction Commitments (Note 3) 

Total Capitalization and Liabilities .........................

$ 49,465,960 

34,386,672 

32,193,168 

116,045,800 

26,075,000 

98,973,244 

241,094,044 

1,275,000 

1,750,000 

3,025,000 

19,474,693 

96,165 

2,043,604 

8,346,885 

4,504,840 

37,491,187 

9,310,857 

18,111,024 

3,519,019 

30,940,900 

$309,526,131

$ 48,050,480 

32,252,265 

28,348,431 

108,651,176 

28,000,000 

96,132,426 

232,783,602 

1,175,000 

2,000,000 

15,000,000 

18,175,000 

15,257,288 

979,060 

2,079,326 

10,248,009 

4,165,350 

50,904,033 

8,579,447 

17,050,761 

3,434,326 

29,064,534 

$312,752,169

The accompanying notes are an integral part of the above statement.
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Consolidated Statement of Capitalization
At December 31 

Common Shareholders' Equity (Note 2a) 
Common stock-Par value $8 per share 

Authorized 7,000,000 shares 
Outstanding 6,183,245 and 6,006,310 shares, respectively ...........  

Amount received in excess of par value...............................  
R etained incom e ..................................................................................................  

Total Common Shareholders' Equity .........................................................  
Redeemable Preferred Stock, cumulative, $25 par value, authorized 

1,394,000 and 1,467,000 shares, respectively (Note 2b) 
Series A, 9%/%, 146,000 and 152,000 shares 

outstanding, respectively ..................................  
Series B, 7.80%, 158,000 and 164,000 shares 

outstanding, respectively ...........................................................................  
Series C, 7.90%, 246,000 and 255,000 shares 

outstanding, respectively ................... ........................................................  
Series D, 12%, 244,000 and 296,000 shares 

outstanding, respectively .................................................................................  
Series E, 8.70%, 300,000 shares outstanding ................................. . ................  

Preferred Stock O utstanding ............................... ......................................  
Current sinking fund requirements ............ ......... . ................................  

Total Preferred Stock .............. .........................  
First Mortgage Bonds (Note 2c) 
45/%, 1988 series ............ ..............................  
0 4% , 1991 series ...............................................................................................  
5.45% , 1996 series ..........................................................................................  
8% , 1999 series ....... .......... ... .................................................................  
7/4% 200 1 series ............................................... ...............................................  
9%%, 2004 series .........................................  
9%%, 2005 series.......................................  
6'V2%, 2006 series, Pollution Control Revenue Bonds, 

principal amount $8,780,000, less construction fund 
of $779,087 and $712,108, respectively.... .................................................  

10.60%, 2012 series, Industrial Development Revenue Bonds, 
principal amount $25,000,000, less construction fund 
of $19,993,667 and $24,026,922, respectively.............. .................  
First M ortgage Bonds Outstanding.................................................................  

Unamortized discount and premium on bonds, net .....................................  
Total First M ortgage Bonds ............................................................................  

Other Long-term Debt (61/8%, due serially through 1987) ................................  
Total Long-term Debt......................................... ............  

T otal C apitalization ............................................................................................

1983 

$ 49,465,960 
34,386,672 
32,193,1681 

116,045,800 

3,650,000 

3,950,000 

6,150,000 

6,100,000 
7,500,000 

27,350,000 
(1,275,000) 
26,075,000 

6,553,000.  
4,308,000 
8,000,000 

11,401,000 
13,153,000 
18,884,000 
23,399,000 

8,000,913 

5,006,333 
98,705,246 

(157,899) 
98,547,347 

425,897 
98,973,244 

$241,094,044

1982 

$ 48,050,480 
32,252,265 
28,348,431 

108,651,176 

3,800,000 

4,100,000 

6,375,000 

7,400,000 
7,500,000 

29,175,000 
(1,175,000) 
28,000,000 

7,080,000 
4,336,000 
8,000,000 

11,531,000 
13,293,000 
18,984,000 
23,503,000 

8,067,892 

973,078 
95,767,970 

(166,335) 

95,601,635 
530,791 

96,132,426 
$232,783,602

The accompanying notes are an integral part of the above statement.
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Consolidated Statement of Sources of Funds 
Used for Construction
For the years ended December 31 

Funds Generated Internally 
N et incom e ....................................................................................  
Items not affecting current sources of funds 

Depreciation and amortization.................................................  
Am ortization of nuclear fuel ....................................................  
Investment tax credit deferred-net.........................................  
O th er...........................................................................................  

Funds Provided from Operations......................  
Less 

Cash dividends on common and preferred stock...................  
Bond sinking fund retirements and other 

long-term debt repayments .............................................  
Preferred stock sinking fund retirements.................................  

Net Funds Generated Internally.......................................  
Funds Obtained from Outside Financing 

Sale of first m ortgage bonds .....................................................  
Withdrawals from (deposits in) construction funds, net........  
Sale of common stock, less expense of issuance.....................  

NetFunds Obtained from Outside Financing.................  
Increase (Decrease) in Interim Loans..........................................  
Decreases (Increases) in Other Net Current Assets 
(Exclusive of sinking fund requirements and interim loans) 
Tem porary cash investm ents ....................... .............................  
Accounts receivable- net ..............................................................  
U nbilled revenue...........................................................................  
A ccounts payable.........................................................................  
Gas refunds payable to customers...... .................................  
A ccrued taxes...............................................................................  
Other, net....................................  

Net (Increase) Decrease .. :......................  
Other-Net.........................................  
Total Funds Used for Construction and Nuclear Fuel...............

1983 

$18,805,098 

19,553,514 
4,747,248 
1,006,629 

(96,704) 
44,015,785

1982 

$14,955,532 

13,478,819 
7,729,610 

596,504 
(135,996) 

36,624,469

14,784,783 13,824,945

1,133,894 
1,825,000 

26,272,108 

3,966,276 
3,374,344 
7,340,620 

(15,250,000) 

5,790,368 
(4,214,377) 
(3,713,528) 
4,217,405 
(882,895) 

(1,901,124) 
1,376,375 

672,224 
2,320,733 

$21,355,685

608,276 
1,825,000 

20,366,248 

25,000,000 
(24,121,508) 

2,523,128 
3,401,620 
4,500,000 

(1,747,126) 
(2,622,106) 

(165,269) 
415,892 

(2,715,403) 
4,487,224 

144,564 
(2,202,224) 

796,871 
$26,862,515

1981 

$12,582,705 

14,789,623 
4,603,109 
1,658,433 

280,690 
33,914,560 

13,169,948 

1,528,075 
1,825,000 

17,391,537 

(60,761) 
2,110,504 
2,049,743 
6,200,000 

(41043,242) 
(1,434,079) 

(782,273) 
1,273,420' 
3,644,709;', 

311,251' 
(67,278) 

(1,097,492) 
(588,052) 

$23,955,736

The accompanying notes are an integral part of the above statement.  

Auditors' Report 
To the Shareholders and Board of Directors, 
Madison Gas and Electric Company: 

We have examined the consolidated balance 'sheet and statement of capitalization of MADISON GAS AND 
ELECTRIC COMPANY (a Wisconsin corporation) and subsidiaries as of December 31, 1983, and December 31, 
1982, and the related consolidated statements of income, retained income and sources of funds used for construc
tion for each of the three years in the period ended December 31, 1983. Our examinations were made in accord
ance with generally accepted auditing standards and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances.  

In our opinion, the financial statements referred to above present fairly the financial position of Madison Gas 
and Electric Company and subsidiaries as of December 31, 1983, and December 31, 1982, and the results of their 
operations and their sources of funds used for construction for each of the three years in the period ended Decem
ber 31, 1983, in conformity with generally accepted 'accounting principles applied on a consistent basis.

Chicago, Illinois, 
February 15, 1984.

ARTHUR ANDERSEN & CO.  
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Notes to Consolidated Financial Statements 
December 31, 1983, 1982, and 1981

1. Summary of Significant Accounting 
Policies 
The consolidated financial statements reflect the 

application of certain accounting policies described 
in this note.  
a. Utility plant 

Utility plant is stated at the original cost of con
struction, which includes indirect costs consisting of 
payroll taxes, pensions and other fringe benefits, ad
ministrative and general costs, and an allowance for 
funds used during construction.  

Substantially all of the Company's utility plant is 
subject to a first mortgage lien.  
b. Joint plant ownership 

The Company, Wisconsin Power and Light Com
pany, and Wisconsin Public Service Corporation, 
jointly own two electric generating facilities, which 
account for 54 percent (325 mw) of the Company's 
net generating capability. Power from the facilities is 
shared in proportion to the companies' ownership 
interests. The Company's interests are 22 percent 
(232 mw) of the Columbia Energy Center (Colum
bia) and 17.8 percent (93 mw) of the Kewaunee Nu
clear Plant (Kewaunee). Each company provides its 
own financing and reflects the respective portion of 
facilities and operating costs in its financial state
ments. The Company's portions of these facilities, 
included in its gross utility plant in service, were as 
follows: 

December 31,

Columbia .........  
Kewaune .........  

T otal.......................

1983 1982 
$ 79,089,000 $ 77,513,000 

45,009,000 42,990,000 
$124,098,000 $120,503,000

c. Depreciation 
Depreciation expense includes, in addition to 

provisions at composite straight-line rates, amounts 
equivalent to the estimated reduction in income 
taxes (federal-$4,254,000, $1,049,000, and 
$2,518,000 and state-$767,000, $98,000, and 
$189,000 for the years 1983, 1982, and 1981, respec
tively) due to the use of liberalized depreciation al
lowances permitted for income tax purposes and 
due to differences between costs of nuclear fuel 
being amortized for book purposes and that being 
deducted for income tax purposes. Such accumu
lated additional depreciation totaled $43,157,000 
and $38,003,000 as of December 31, 1983 and 1982, 
respectively. Provisions at composite straight-line 
depreciation rates, excluding the additional deprecia
tion, approximate the following percentages of the

cost of depreciable property: electric, 3.8 percent in 
1983 and 3.5 percent in 1982 and 1981; gas, 3.2 per
cent for each year. These rates are approved by the 
Public Service Commission of Wisconsin (PSCW) 
and are generally based on the estimated economic 
lives of property.  

The Company's portion of currently estimated 
costs of decommissioning Kewaunee is $46,925,000, 
which reflects estimated future inflation. This 
amount is being recovered through depreciation 
rates.  
d. Revenue recognition 

In accordance with a PSCW directive, the Com
pany records unbilled revenue on the basis of ser
vice rendered.  
e. Nuclear fuel 

The cost of nuclear fuel used for electric genera
tion (Note lh) is being amortized to fuel expense 
based on the quantity of heat produced for the gen
eration of electric energy by Kewaunee. Such costs 
include a provision for estimated future storage and 
disposal costs of spent nuclear fuel. The Nuclear 
Waste Disposal Act of 1982 provides for fees of 
one-tenth of one cent for each kilowatt-hour of elec
tricity generated by nuclear power payable to the 
Department of Energy to cover its expenditures for 
the development and operation of a permanent nu
clear fuel disposal site. To date, the amounts pro
vided for future storage and disposal costs exceed 
the estimated fees payable under the provisions of 
the Act. The accumulated amortization and tax ef
fect of differences between the fuel cost amortized 
and that deducted for income tax purposes is in
cluded in "Nuclear fuel, net." 
f. Fossil fuel 

The inventory of fossil fuel is recorded at average 
cost, except for the Company's Blount Plant coal 
which is recorded on essentially a last-in, first-out 
basis. Inventory amounts recorded at average cost 
were 97 percent of total fossil fuel inventories at 
December 31, 1983 and 1982.  

g. Income taxes 
(1) Depreciation for federal and state income 

taxes reflects the use of liberalized depreciation al
lowances permitted for income tax purposes. The 
estimated reductions in income taxes due to the ap
plication of these statutes are provided as additional 
depreciation as discussed under "Depreciation" and 
"Nuclear Fuel" above. .  

(2) The 10 percent investment tax credit is de
ferred and is amortized over the service lives of the 
related property.
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(3) Certain capitalized indirect costs 
deducted as incurred for federal and sta 
tax purposes, and the income tax provi 
duced as the costs are incurred.  

(4) The Company's effective income 
computed by dividing the total of curre 
and state income tax expense, net inves 
credit, additional depreciation, and taxe 
other income by the sum of such expen 
income, reconciles to the statutory fede 
tax rate as follows: 

1983 1
Effective income tax 

rate as computed................  
Restoration of investment 

tax credit.............................  
State income taxes and 

state additional 
depreciation, net ................  

Other differences, net ............  

Statutory federal income 
tax rate................................

51.8%

2.7 

(5.8) 
(2.7)

46.0%

h. Subsidiaries 
The consolidated financial statement 

accounts of the Company and two who 
subsidiary companies. The subsidiaries 
lished for the purposes of holding title 
to be acquired for future utility plant e 
holding title to the Company's portion

have been clear fuel for Kewaunee. All significant inter-coi
te income pany accounts and transactions have been elimi
sion is re- nated in consolidation. The Company also has a 

wholly owned subsidiary established to acquire ura
tax rate, nium reserves for Kewaunee and to support the re

nt federal lated mining and production operations. The ura
tment tax nium thus obtained is recorded at cost, including 
s included in the operations of the subsidiary. The investment in 
ses and net this subsidiary is carried on the equity basis of ac
ral income counting. In previous years, this amount was shown 

as "Investment in Future Nuclear Fuel." It has been 
982 1981 included as part of "Nuclear Fuel, net," in the ac

companying balance sheet.  

48.5% 47.7% L Pension plans 
The Company has contributory retirement annu

3.4 3.5 ity plans for substantially all of its employees. It is 
the policy of the Company to fund accrued pension 
costs. Pension costs relating to the Company's pen

(4.4) (4.1) sion plans for the years 1983 through 1981 were 
(1.5) (1.1) $534,000, $444,000, and $349,000, respectively, of 

which $456,000, $349,000, and $286,000, respec

46.0%tively, were charged to operating expenses.  
16.0%46.0% The actuarial present values of accumulated plan 

benefits, all of which were essentially vested, were 
$8,170,363 and $7,558,684 as of January 1, 1983 

s include the and 1982, respectively. Net assets available for bene
Ily owned fits as of the corresponding dates were $11,766,737 
were estab- and $10,880,328. The assumed rate of return used 
to properties in determining the actuarial present value of accu
xpansion and mulated plan benefits was 7 percent compounded 
of the nu- annually.

2. Capitalization Matters 
a. Common stock 

The following common stock transactions oc
curred, and allocations of proceeds were made, as 
the result of issues pursuant to the Company's Au

1983 
Dividend Reinvestment ...................  

1982 
Dividend Reinvestment ................  

1981 
Dividend Reinvestment ................  
Cross Plains Electric Company Purchase .............

tomatic Dividend Reinvestment Plan (Dividend 
Reinvestment), and its 1981 purchase of the net as
sets of the Cross Plains Electric Company: 

Common Stock 
Par Excess Retained 

Shares Value of Par Income 

176,935 $1,415,480 $2,134,442 $(175,578)*

161,833 $1,294,664 $1,357,571

105,714 
50,224 

155,938

$ 845,712 
401,792 

$1,247,504

$ 651,779 
298,205 

$ 949,984

$(129,107)* 

$ (86,984)*

*Represents expenses of issuing stock.
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Notes to Consolidated Financial Statements (continued)

b. Redeemable preferred stock 
The Company's obligations to retire preferred 

stock are: 6,000 Series A shares and 9,000 Series C 
shares during each 12-month period ending Novem
ber 1; 6,000 Series B shares during each 12-month 
period ending May 1; and, 26,000 Series D shares 
and 4,000 Series E shares during each 12-month pe
riod ending August 1. Additional Series E shares, 
equal to the annual retirement obligations may be 
retired during any 12-month period ending August 
1. Retirements of all series may be made by re
demption at $25 per share plus accrued dividends.  
Total retirement obligations are $1,275,000 for each 
of the years 1984-1988.  

The Series D preferred stock may not be re
deemed from proceeds of borrowed funds maturing 
earlier than May 1, 1995, or junior stock.  
c. First mortgage bonds 

In December, 1982, the Company issued 
$25,000,000 of first mortgage bonds to secure an is
sue of industrial development revenue bonds. Previ
ously, the Company issued $8,780,000 of its bonds 
in November, 1976, to secure an issue of pollution 
control revenue bonds. The proceeds of the issues 
were deposited in construction funds to be dis
bursed to the Company from time to time to reim
burse it for the costs of construction of qualifying 
facilities. In the event the proceeds are not used for 
qualifying facilities, they must be used to repay the 
principal of the bonds.  

The sinking fund requirements of the outstanding 
first mortgage bonds are $980,000 for each of the 
years 1984 through 1987, and $870,000 in 1988. In 
addition, $6,553,000 will be required to retire at ma
turity the 4%/8 percent, 1988 Series First Mortgage 
Bonds. As of December 31, 1983, the Company had 
satisfied all of its 1984 and $54,000 of its 1985 bond 
sinking fund requirements.  

3. Construction. Program 
Utility plant construction expenditures for 1984, 

including the Company's proportional share of 
jointly owned electric power production facilities, 
are estimated to be $35,070,000 and substantial 
commitments have been incurred in connection 
with such expenditures.

4. Notes Payable to Banks, Commercial 
Paper, and Lines of Credit 
The Company's 1984 maximum short-term bor

rowing limit, pursuant to a PSCW order, is 
$15,000,000. Unused lines of credit for short-term 
borrowings amounted to $21,000,000 at December 
31, 1983, and $18,600,000 at December 31, 1982.  
The lines generally support commercial paper that is 
issued at commercial paper discount rates prevailing 
at the time of issuance.  

Included in the lines of credit is a Revolving 
Credit Agreement with five banks. Under the Agree
ment, the Company is entitled to borrow and rebor
row until August 31, 1984, up to $16,000,000 from 
the banks in the form of 90-day notes that bear in
terest at the prime rate in effect at the time of issu
ance. The Agreement sets a maximum outstanding 
limit of $20,000,000 of commercial paper.  

5. Rate Matters 
Effective June 5, 1983, the PSCW authorized a 

permanent increase in rates designed to produce ad
ditional annual revenues of $4.5 million for electric 
service and $1.8 million for gas service. The in
crease was based on adjusted 1983 operations and a 
rate of return on common stock equity of 14.5 per
cent. The return is the same as that authorized in 
the previous order.  

On May 27, 1983, the Company filed an applica
tion with the PSCW for increases in electric and gas 
rates for the year 1984. This application was 
amended in September so that requested increases 
totalled $10.2 million for retail electric service reve
nues and $3.4 million for gas service revenues. After 
holding hearings in December, the PSCW deter
mined that an increase in retail electric service reve
nues of $3.2 million and a decrease in gas service 
revenues of $0.3 million are appropriate. These 
changes are based on a 14.5 percent return on com
mon stock equity and, unlike recent orders, do not 
provide current revenues for a return on construc
tion work in progress. Instead, the Company will 
begin recording an allowance for funds used during 
construction by applying a weighted cost of capital 
to construction work in progress balances. Also, in 
accordance with recent Wisconsin legislation, when 
the new rates become effective, the automatic ad
justment of electric rates to reflect changes in fuel 
costs will cease, although formal rate changes may 
be implemented during periods in which fuel costs 
change significantly. The Company's purchased gas 
adjustment clause remains in effect. These changes 
were made effective March 1, 1984.
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6. Segments of Business 
The following table presents information pertaining to the Company's segments of business for 1983, 1982, 

and 1981. The data do not necessarily reflect rate-making treatment. The preceding Notes are an integral part 
of this footnote.  

1983 1982 1981 
OPERATING INFORMATION (Year Ended December 31) (Thousands of Dollars) 
Electric Operations 
Operating revenues................................... $120,650 $105,827 $ 93,232 
Revenues from sales to gas utility .....- 

Total revenues..................................... 120,650 105,827 93,232 
Operating expenses: 

Operation and maintenance ............................. 66,978 62,106 52,631 
Depreciation and amortization, excluding 

additional depreciation (a) ................ ................... 11,351 9,411 9,325 
Property, payroll, and other taxes..... ..................... 4,532 4,385 4,051 

Operating expenses before income taxes................... 82,861 75,902 66,007 
Pre-tax operating income.......... ...................... 37,789 29,925 27,225 
Current federal and state income taxes, 

net investment tax credit deferred, and 
additional depreciation (a) ........... ....................... 15,249 11,024 9,846 

Net operating income........ ...................... $ 22,540 $ 18,901 $ 17,379 

Construction and Nuclear Fuel Expenditures (Electric)............. $ 15,819 $ 18,590 $ 16778 

Gas Operations 
Operating revenues................................... $ 93,453 $ 83,377 $ 68,850 
Revenues from sales to electric utility ............................. 5,533 4,363 3,694 

Total revenues..................................... 98,986 87,740 72,544 
Operating expenses: 

Operation and maintenance ............................. 84,135 75,272 63,395 
Depreciation and amortization, excluding 

additional depreciation (a) ............................. 3,182 2,920 2,758 
Property, payroll, and other taxes .......................... 1,842 1,704 1,466 

Operating expenses before income taxes.................. .89,159 79,896 67,619 
Pre-tax operating income............ .......................... 9,827 7,844 4,925 
Current federal and state income taxes, 

net investment tax credit deferred, and 
additional depreciation (a) ................ ...................... 3,756 2,892 1,422 

Net operating income........... ....................... 6,071 $ 4,952 $ 3,503 

Construction Expenditures (Gas) ......................... $ 5,537 $ 8,273 $ 7,178 

INVESTMENT INFORMATION (at December 31) 
Identifiable Assets (b) 
Electric........................................... $204,584 $210,317 $210,313 
Gas ............................................... .77,415 73,759 69,341 
Assets Not Allocated (c)................................. 27,527 28,676 23,720 

Total assets ......................................................... $309,526 $312,752 $303,374 

(a) Information regarding amounts recorded as additional depreciation in 1983, 1982, and 1981 is set 
forth in Note ic.  

(b) Includes allocated common plant and is net of the respective accumulated provisions for depreciation.  
(c) Primarily includes cash, temporary cash investments, accounts receivable, and prepayments.  
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Quarterly Summary of Operations 
The following is a summary of consolidated operations (in thousands of dollars except earnings per 

common share) for 1983 and 1982.  
Net 

Operating Operating Net Earnings on Earnings Per 
Quarter Ended Revenues Income Income Common Stock Common Share 

1983 
M arch 31 ...................................................... $63,065 $7,888 $5,318 $4,638 770 
June 30.......................................................... 42,362 5,189 2,752 2,074 34 
Septem ber 30................................................ 47,656 8,510 6,067 5,416 89 
Decem ber 31 ................................................ 61,020 7,024 4,668 4,035 66 

1982 
M arch 31 ...................................................... $61,881 $6,952 $4,636 $3,906 670 
June 30.......................................................... 34,574 3,027 787 59 1 
Septem ber 30................................................ 39,366 7,301 5,126 4,425 75 
Decem ber 31 ................................................ 53,383 6,573 4,407 3,724 62 

The quarterly results of operations within a year are not comparable because of seasonal and other factors.  

Supplementary Information to Disclose 
the Effects of Changing Prices 

The Company's estimates of the effects of chang- of the approximate effect of changing prices rather 
ing prices (inflation) on its operations for the year than as a precise measure. The Constant Dollar and 
1983, shown below, are presented in response to the Current Cost information for 1979, 1980, 1981, and 
Financial Accounting Standards Board's Statement 1982 in the Comparison of Selected Supplementary 
No. 33, "Financial Reporting and Changing Prices." Financial Data was recalculated before the 
This information should be viewed as an estimate restatement to average 1983 dollars.  

Statement of Income from Operations Adjusted for Changing Prices 
for the Year Ended December 31, 1983 

(Thousands of Dollars) 
Constant Dollars- Current Cost

Average Average 
1983 Dollars 1983 Dollars 

Income from operations applicable to common shareholders, as reported......... $16,163 $16,163 
Additional depreciation on plant costs restated for the effects of changing 

pnices.................................................................................... 15,540 16,779 
Adjusted income (loss) from operations applicable to common shareholders 

(excluding adjustment to net recoverable amount)................................... 623(l) (616) 
Other impacts of changing prices 
Adjustment to net recoverable amount ................................. 4,536 9,228 
Excess of the increase in the general level of prices ($18,081) in the current 

year over specific price changes (t co o sa,8)(2)r.........ldr, .s . ............ 6,16.(1,453 

Gain from decline in purchasing power of net amounts owed .................. 5,861 5,861 
N et ........................................................................................................................ 10,397 11,636 

Adjusted income after all impacts of changing prices ............................................. $11,020 $11,020 

(1) Including the adjustment to net recoverable amount, the income from continuing operations on a constant dol
lar basis would have been $5,159.  

(2) At December 31, 1983, current cost of utility plant, net of accumulated depreciation, was $475.4 million, while 
historical cost, net of accumulated depreciation, was $295.4 million.
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Comparison of Selected Supplementary Financial Data 
for the Five Years Ended December 31, 1983 

(Constant Dollars and Current Cost in Average 1983 Dollars)

1983
Years Ended December 31 

1982 1981 1980 1979
Operating revenues (thousands of dollars) 

A s reported .........................................................  
C onstant dollars.................................................  

Constant Dollar Information 
Income (loss) from operations applicable to 

common shareholders (excluding adjustment 
to net recoverable am ount)...................................  

Income (loss) per common share (excluding 
adjustment to net recoverable amount)...............  

Net assets at year end at net recoverable amount..  

Current Cost Information 
Income (loss) from operations applicable to 

common shareholders (excluding adjustment 
to net recoverable am ount)...................................  

Income (loss) per common share (excluding 
adjustment to net recoverable amount)...............  

Excess of increase in general price level over 
increase in specific prices after adjustment to 
net recoverable am ount.........................................  

Net assets at year end at net recoverable amount..  

General Information 
Gain from decline in purchasing power of 

net amounts owed.... ................  
Cash dividends declared per common share 

As reported ........................  
Constant dollars ....................  

Market price per common share at year end 
As reported ........................  
Constant dollars ....................  

Average Consumer Price Index 
(Base year 1967 = 100) ........ ........  
End of year Consumer Price Index 
(Base year 1967 = 100) ........ .........  

The supplemental information is presented on 
two bases: constant dollars and current cost. Con
stant dollar amounts represent historical costs stated 
in terms of dollars of equal purchasing power, as 
measured by the Consumer Price Index for All Ur
ban Consumers. Current cost amounts reflect the 
changes in specific prices of plant from the date the 
plant was acquired to the present, and differ from 
constant dollar amounts to the extent that specific 
prices have increased more or less rapidly than 
prices in general. The current cost amounts repre
sent the estimated cost of replacing existing plant 
assets and were determined principally by indexing 
the surviving plant and equipment by use of the 
Handy-Whitman Index of Public Utility Construc
tion Costs.  

The current year's provision for depreciation on

$214,103 $189,204 
$214,103 $195,290 

$ 623 $ (2,462) 

$ .10 $ (.42) 
$114,096 $110,881

$ (616) $ (3,389) 

$ (.10) $ (.57) 

$ (5,775) $ (4,503) 
$114,096 $110,881

$ 5,861 $ 6,302

$ 
$ 

$ 
$

2.00 $ 
2.00 $

1.86 
1.92

20.62 $ 19.00 
20.62 $ 19.72 

298.4 289.1 

303.5 292.4

$162,082 $161,756 
$177,552 $195,575 

$ (3,817) $ 2,540 

$ (.66) $ .45 
$111,301 $119,492

$144,380 
$198,174 

$ 2,972 

$ .54 
$128,170

$ (5,004) $ 471 $ (175) 

$ (.87) $ .08 $ (.03) 

$ 11,470 $ 25,511 $ 33,758 
$111,301 $119,492 $128,170

$ 14,790 $ 21,987 $ 

$ 1.76 $ 1.66 $ 
$ 1.93 $ 2.01 $

$ 
$

26,260 

1.48 
2.03

14.62 $ 13.88 $ 13.88 
15.76 $ 16.30 $ 18.32

272.4 246.8 

281.5 258.4

217.4 

229.9

the constant dollar and current cost amounts of 
utility plant was determined by applying the 
Company's depreciation rates to the indexed plant 
amounts. The current cost accumulated depreciation 
at December 31, 1983, was determined by applying 
the rates of accumulated depreciation to historical 
cost, by existing classes of property, to the current 
cost by classes of property.  

Fuel inventories, the cost of fuel used for electric 
generation, and the cost of natural gas purchased for 
resale have not been restated from their historical 
cost. Regulation limits the recovery of fuel and pur
chased gas costs through the operation of adjust
ment clauses or adjustments in basic rate schedules 
to historical costs. For this reason, fuel inventories 
are effectively monetary assets.  

Since only historical costs are deductible for in-
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come tax purposes, the income tax expense in the 
historical cost financial statements is not adjusted.  

Under the rate-making principles followed by the 
PSCW, only the historical cost of plant is recovera
ble in revenues as depreciation. Therefore, the ex
cess of the cost of plant stated in terms of constant 
dollars over the historical cost of the plant is not 
presently recoverable in rates as depreciation, and is 
reflected herein as an "adjustment to net recovera
ble amount." Based on past practices, however, the 
Company believes it will be allowed to earn on the 
increased historical cost of its facilities when re
placement actually occurs.  

During a period of inflation, holders of monetary 
assets, such as cash and receivables, suffer a loss of 
general purchasing power, while holders of monetary 
liabilities are able to satisfy the liability with dollars 
of lower purchasing power. This unrealized gain, or 
reduction of purchasing power loss, which is primar-

ily attributable to the substantial amount of debt 
which has been used to finance utility plant, par
tially offsets the purchasing power loss because de
preciation on this plant is limited to the recovery of 
historical costs. To reflect properly the economics of 
rate regulations, the adjusted loss from operations 
applicable to common shareholders is offset by the 
gain from decline in purchasing power of net 
amounts owed.  

The difference ($5.1 million) between income 
from operations applicable to common shareholders, 
as reported, and the income after all impacts of 
changing prices represents the loss of purchasing 
power incurred by the common shareholders in 
1983 because present rate-making practices do not 
permit the excess of constant dollar or current cost 
depreciation over historical cost depreciation to be 
recovered in rates in future years.

Construction Program 
(Thousands of Dollars)

1984 
Estimated 

Construction 
Expenditures

Plant Additions (Including Allowance 
for Funds Used During Construction)

1983
Annual Average 

1978-1982
Electric Department 
Production plant......................................  
Transm ission plant..................................  
D istribution plant....................................  
G eneral plant...........................................  
N uclear fuel..............................................  

Total..................................................  
Gas Department 
D istribution plant....................................  
G eneral and other plant..........................  

Total..................................................  
Utility Plant Common to 

Both Departm ents................................  
Total..................................................

$ 7,263 21% $ 2,970 
7,394 21 2,193 
7,389 21 5,526 

117 - 78 
3,887 11 1,505 

26,050 74 12,272

4,470 13 
100 

4,570 13

4,450 
$35,070

13 
100%

3,482 
$19,885

General Information
General Offices 
Post Office Box 1231 
Madison, WI 53701-1231 
Telephone (608) 252-7000 

Transfer Agent & Registrar 
Harris Trust and Savings Bank 
111 West Monroe Street 
Chicago, IL 60603

MGE Shareholder Services 
Post Office Box 1231 
Madison, WI 53701-1231 

Call Toll-Free 
Madison calling area
(608) 252-4744 
Other Wisconsin locations
1-800-362-6423 
Outside Wisconsin (Continental U.S.)
1-800-356-6423

Annual Meeting 
The 1984 annual meeting of 

shareholders will be held 
Tuesday, April 24, 1984, at 7:30 
p.m. at the Madison Gas and 
Electric Company General Office 
Facility, 133 S. Blair St., 
Madison, WI.

15% 
11 
28 

8 
62

$ 3,078 
3,533 
4,595 

45 
4,059 

15,310

13% 
15 
19 

17 
64

4,087 21 
44 

4,131 21

5,796 24 
47 

5,843 24

17 
100%

2,825 
$23,978

12 
100%
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Donald Haselhorst, Frank Vondrasek, Robert Bolz

Richard Blaney, John Sonderegger, Frederic Mohs

Robert Rennebohm, William McNamara, Donald Helfrecht

Jean Manchester, Gerald Wilson

Board of 
Directors 
Richard E. Blaney 
Madison, Wisconsin 
President and Manager, 
Blaney Agri-Research Foundation 
Age 47, Director Since 1974 

Robert M. Bolz 
Madison, Wisconsin 
Retired Vice Chairman, 
Oscar Mayer Foods Corporation 
Age 61, Director Since 1972 

Donald D. Haselhorst 
Madison, Wisconsin 
Chairman of the Board 
and Chief Executive Officer, 
Nicolet Instrument Corporation 
Age 53, Director Since 1981 

Donald J. Helfrecht 
Madison, Wisconsin 
President and 
Chief Executive Officer 
Age 62, Director Since 1972 

Jean N. Manchester 
Madison, Wisconsin 
Chairman of the Board 
and Chief Executive Officer, 
Neesvig's Inc.  
Age 57, Director Since 1982 

William A. McNamara 
Madison, Wisconsin 
Chairman of the Board 
Age 75, Director Since 1958 

Frederic E. Mohs 
Madison, Wisconsin 
Partner, Mohs, MacDonald & Widder 
Attorneys at Law 
Age 46, Director Since 1975 

Robert R. Rennebohm 
Madison, Wisconsin 
President, 
University of Wisconsin Foundation 
Age 61, Director Since 1983 

John L. Sonderegger 
Madison, Wisconsin 
Chairman of the Board, 
Central Life Assurance Company 
Des Moines, Iowa 
Age 69, Director Since 1971 

Frank C. Vondrasek 
Madison, Wisconsin 
Executive Vice President 
Age 55, Director Since 1982 

Gerald A. Wilson 
Madison, Wisconsin 
Senior Vice President-Administration 
Age 61, Director Since 1983 

Audit Committee 
Directors Blaney, Bolz, Haselhorst, 
Manchester, Mohs, Rennebohm and 
Sonderegger 

Executive Compensation Committee 
Directors Blaney, Bolz, Helfrecht, 
McNamara and Mohs
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