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BUSINESS DESCRIPTION

Madison Gas and Electric Company generates, transmits and distributes electric 
power to 103,000 customers in a 250-square-mile area, and purchases and 
distributes natural gas to nearly 72,000 customers in a 750-square-mile area.
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YEAR AT A GLANCE mGr6e.

1984 1983

Percent increase 
(decrease) 
1984-1983

Operating revenues $219,862,000 $214,103,000 2 7% 

Operating expenses $190,831,000 $185,492,000 2.9 
Net income $ 20,382,000 $ 18,805,000 8.4 
Earnings on common stock $ 17,914,000 $ 16,163,000 10.8 
Earnings per common share outstanding $2.86 $2.66 7.5 
Cash dividends paid per common share $2.14 $2.00 7.0 
Weighted average number of shares outstanding 6,253,973 6,078,034 2.9 
Book value -year end $19.54 $18.77 4.1 

Electric sales to consumers 1,816,000 mwh 1,807,000 mwh 0.5 
Electric customers in service -year end 103,030 101,337 1.7 
Average use per residential customer 6,085 kwh 6,388 kwh ( 4.7) 
Electric system one-hour net peak demand 427,000 kw 426,000 kw 0.2 

Gas sales to consumers 160,526,000 therms 153,507,000 therms 4.6 
Gas customers in service -year end 71,886 70,162 2.5 
Gas system peak day 1,478,000 therms 1,789,000 therms (17.4) 

Investment in plant $439,979,000 $415,393,000 5.9 
Total capitalization (incl. interim loans) $257,157,000 $244,119,000 5.3 

Number of full-time employees-year end 713 676 5.5
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TO OUR SHAREHOLDERS: 

The success and strength of Madison Gas and Electric Company 
(MGE) are the direct result of our ability to meet the energy needs of the 
Madison community. This means having a sufficient supply of product, 
providing the best service possible at competitive prices, and investing 
our financial resources to meet the growth of our marketplace.  

As an active participant in the community, MGE is uniquely positioned 
to understand the needs of its customers, both commercial and residen
tial. We have been a part of Madison for 130 years.  

We are helping to make the community grow not only through the direct 
service we offer as a utility but also through various economic develop
ment and technological programs with other institutions. These programs 
are designed to build the strength of the Madison community, including 
the energy resources available to it.  

For 1984, earnings were a record $17.9 million, or $2.86 per share, on 
record revenues of nearly $220 million. MGE's previous high in both 
earnings and revenues was the year before with earnings of $16.2 million, 
or $2.66 per share, and revenues of $214 million. The new record in
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earnings resulted from our success in controlling operating costs, receiv
ing appropriate rate increases, and in realizing continued load growth.  
Warmer than normal temperatures during the summer months benefited 
earnings as well.  

In September we raised the annual dividend on our common stock 
to $2.20 per share from $2.08 per share. The $2.14 per share dividend 
payout in 1984 is 75% of our 1984 earnings per share, which reflects MGE's 
commitment to have our shareholders directly participate in our growth.  

MGE enters the current year in strong financial condition. Our manage
ment philosophy is to closely manage the utility's assets and liabilities 
so that MGE has the financial flexibility necessary to efficiently meet 
the energy needs of the Madison community and the capital intensive 
requirements inherent in the utility industry Our AA' bond ratings are 
a reflection of our successful efforts in this endeavor. Our capitalization, 
which we expect to remain stable in the foreseeable future, currently has 
a balanced equity/debt mix.  

During 1984 a number of significant developments occurred which 
directly bear on the energy marketplace for our community.  

* Effective on March 1, the Public Service Commission of Wisconsin 
(PSCW) authorized permanent changes in electricity and gas rates and 
a 14.5% return on our common shareholder equity. The revised rates were 
designed to produce a $3.2 million increase in annual electricity service 
revenues and a $.3 million decrease in annual gas service revenues.  

*The PSCW also determined that because MGE is in a strong 
financial position, construction work in progress will not be included 
in our rate base.  

*A decrease in our electricity rates, made in response to MGE's 
application, was authorized by the PSCW in luly, thereby reducing 1984 
revenues by about $1.3 million.  

*The Kewaunee Nuclear Plant, of which MGE has a 17.8% ownership 
interest, completed 10 years of successful and safe operation.  

*On August 29, the warmest day of the year, the one-hour demand 
for electricity by our customers reached an all-time peak of 427,000 
kilowatts (kw). MGE met this demand effectively and efficiently, demon
strating the depth of our reserves and the premium we place on 
proper service.  

*At year end, MGE had 103,030 electricity customers and 71,886 
gas customers, 

Our company has the necessary electric capacity and gas supplies 
to meet the continued growth and expansion of our Madison customer 
base into the 1990s.  

By the end of 1987, we expect this base to grow to 108,000 and 75,700 
retail electricity and gas customers. This will mean that retail sales of 
electricity in megawatt hours should increase at an annual rate of 1.5% 
over the next three years, with the peak electricity demand to be an 
estimated 454,000 kw As a result of our natural gas purchase agreements
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with the ANR Pipeline Company, the cost of natural gas for our market 
should be highly competitive with other energy sources.  

Our future is the greater Madison community. We are physically located 
in the community. Virtually all of our employees-from senior manage
ment on down-live in the Madison area. We know our market and how to 
service it to the best interests of our customers. The resources we will be 
applying to build MGE over the next several years will be primarily con
centrated on the development of our marketing and servicing capabilities.  

The greatest strength behind MGE and its commitment to the Madison 
community is our employees. The determination of all our employees 
to serve our customers efficiently and effectively is a source of great pride 
to all of us.  

We again thank William A. McNamara, who retired last April as 
chairman of the Board of Directors, after having served our company 
for more than 25 years. His years of guidance and service have been 
invaluable to the management and success of Madison Gas and Electric.  

David C. Mebane, our general counsel, was elected to fill the vacancy 
on the Board created by Mr. McNamara's retirement. Mr. Mebane has 
been with the company for more than six years and has been an officer 
since 1980.  

We were saddened by the deaths of two company leaders over the past 
year, Chairman Emeritus Edward R. Felber, and Donald D. Haselhorst, 
a member of our Board of Directors. Mr. Felber had been an employee of 
MGE for nearly 50 years and contributed significantly to its growth and 
development. Mr. Haselhorst had served our company as a director since 
1981. The friendship and counsel of these men will be missed by all 
those with whom they were associated.  

Phillip C. Stark, president of the Stark Company, a Madison real 
estate company, and a director of the National Association of Realtors, 
has been elected by the Board of Directors to replace Mr. Haselhorst.  

MGE will continue to dedicate itself to the greater Madison community 
by providing the very best energy service possible and by utilizing its 
resources beyond its own direct business needs to help lay a solid 
foundation for Madison's future.  

Our performance has proven that this business strategy produces 
the greatest returns for our shareholders, employees, and customers.  

On behalf of the Board of Directors: 

Donald 1. Helfrecht 
Chairman of the Board, 
President and Chief Executive Officer

February 20, 19854
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CORPORATE OPERATIONS

Corporate operations in 1984 were characterized by increased operating 
efficiencies while customer and shareholder services were expanded.  

April 1984 marked the first full year of occupancy of the new General Office 
Facility (GOF). The GOF complex includes the new building and the System 
Operations Center (SOC), which the company has occupied since 1967.  

The energy-efficient heating, cooling and ventilating equipment installed 
in the GOF successfully stood the test of weather extremes and performed 
well. In addition, savings of nearly $2 99 per square foot per year were 
realized in energy costs alone, plus the cost savings due to efficiencies 
achieved by consolidating all corporate operations at one site.  

Other efficiencies introduced in 1984 include a new automated inven
tory control system for equipment and supplies. The system shows when a 
particular item should be reordered, how much should be ordered and what 
supply sources are available. This results in faster inventory turnover with 
more efficient use of capital, equipment, warehouse space and personnel.  

The company's ongoing forms management program speeds up informa
tion flow and increases accuracy. In 1984, 142 new forms were designed, 
101 were improved and 121 were eliminated. One of the new forms alone 
is expected to save about $9,000 a year in clerical costs.  

Also in 1984, the funding for employee health and dental claims was 
changed from an insured to a self-funded system. Self-funding gives the 
company greater control over costs, plan design and administration, but 
still limits its total liability.  

NEW SERVICES BEGUN 
In January 1984, the MGE Shareholder Services Department began 

maintaining shareholder accounts, performing many of the services pre
viously handled by Harris Trust and Savings Bank, Chicago. Shareholder 
Services' staff is available to answer questions on stock transfers, dividend 
reinvestments, dividend payments and other questions about MGE stock.  
In 1984, the staff responded to 6,891 telephone and mail inquiries. Share
holders with questions may call the toll-free telephone numbers listed on 
the inside back cover.  

A new Customer Assistance Unit in the Customer Services Division was 
created and staffed in 1984 to identify and work with customers who could 
have major bill-paying problems, particularly during the heating season.  
This unit also serves as liaison between MGE and human service agencies.  
This program benefits both the customer and the company by preventing 
a buildup of large arrears and costly disconnection procedures as well as 
reducing the amount of uncollectible bills.  

The MGE Energy Center moved to larger quarters on the Capitol Concourse 
in downtown Madison where there is more pedestrian traffic than at its 
former location. The Energy Center offers a full range of customer services, 
with special emphasis on energy conservation.  

After dedication ceremonies on May 18, 1984, about 700 people visited the 
new Energy Center during its two-day grand opening. In its first six months,

I I
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11,563 people conducted business at the center, about double the volume 
at the former location.  

The Energy Center features more than 25 displays on subjects ranging 
from natural gas distribution to energy-efficient appliances. Displays along 
an "energy street" show recommended weatherization measures. More than 
30 free brochures provide additional information.  

Nearly 600 people attended a series of energy conservation workshops 
at the Energy Center, and additional workshops are scheduled for 1985.  

OTHER CONSERVATION PROGRAMS POPULAR 

The program to help customers buy and use energy-efficient appliances 
continued on a wider scale in 1984. New brochures were produced about 
air conditioners, dishwashers, furnaces, refrigerators and freezers, washers 
and dryers, and water heaters.  

The Energy Information staff met with area appliance dealers to describe 
the program and instruct them in using EnergyGuide label information. In 
1984, the staff presented 18 appliance programs and reached a total audience 
of 430 adults. Radio and television appearances, along with advertising, 
also are part of the information program.  

The refurbished Energy Mobile (a remodeled mobile home) operated by 
MGE and the city of Madison was visited by about 800 people.  

Energy audits continued to show customers how to improve the energy 
efficiency of their homes, apartments and businesses. MGE energy advisors 
conducted 4,905 audits in 1984, including 4,616 for residential customers 
and 289 for commercial and industrial customers.  

Water-heating customers whose homes or apartments have had an 
energy audit are eligible for MGE's new Customer Incentive Program, 
begun in May 1984. If they install at least $50 worth of energy conser
vation materials to meet energy audit recommendations, they are eligible 
for a premium of either a water-heater insulating kit, a low-flow shower 
head or 10 energy-saving light bulbs. About 600 customers took advantage 
of the program during its first six months.  

In 1984, 612 weatherization projects for low-income customers were 
completed at a cost of about $540,000 through MGE's Low Income Weather
ization Assistance Program. In addition, MGE made a $30,000 grant to 
Project Home, a nonprofit community organization, to help qualifying 
customers modernize their heating systems.  

EMPLOYEE RELATIONS 

Agreements with MGE employees belonging to both the International 
Brotherhood of Electrical Workers, Local No. 2304, and the Office and Profes
sional Employees International Union, Local No. 39, expire April 30, 1985.  
Discussions concerning renewal of both agreements will begin in March.  
MGE is committed to a positive equal employment opportunity policy that 
has been set forth in various Affirmative Action Plans we have filed.
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ELECTRICITY OPERATIONS 

Electricity operations in 1984 were highlighted by a new record peak 
demand as well as increases in customers, retail sales and retail revenues, 
plus completion of a major transmission line construction project.  

Customer growth was well distributed throughout the service area as 1,693 
customers were added in 1984. Moderate, steady customer growth is expected 
to continue during the next three years.  

Customer demand for electricity reached 427,000 kw on Aug. 29, 1984, 
slightly exceeding the previous record peak set in July 1983. This new record.  
peak demand resulted from the warmest day of the year in our service area 
coinciding with the return of the 50,000-plus students and faculty to the 
University of Wisconsin campus. The company again met this record elec
tricity demand easily, 

Generating capacity remained at 597,000 kw in 1984, the same as in 
recent years.  

1984 FUEL MIX 

1984 CAPACITY (KW) 

Base-load nuclear-fueled (Kewaunee) 15% 
Base-load and intermediate-load coal-fired (Columbia, Blount) 70% 
Oil- and gas-fired peak-load combustion turbines 15%
1984 GENERATION (KWH) 

Nuclear 
Coal 
Oil and natural eas
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2% 

5%/
3%
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In 1984, the Blount Plant burned 13,813 tons of refuse-derived fuel 
purchased from the city of Madison. This fuel replaced 6,950 tons of coal.  

Long-range projections of electricity demand and generating requirements 
of the Eastern Wisconsin Utilities (MGE and three others) were updated 
and filed with the PSCW in June 1984 as required by state law. The projec
tions indicate that no new generating facilities should be needed in eastern 
Wisconsin until 1998.  

The favorable electricity supply outlook is attributed to increasingly 
efficient load management, continuing conservation efforts of the companies 
and their customers, and, potentially, adding nonconventional generation 
alternatives as they become practical. Also, MGE has joined with other electric 
utilities in Wisconsin and Minnesota to consider purchasing hydroelectric 
power from Canada late in this century.  

TRANSMISSION LINE COMPLETED 

A new 138,000-volt transmission line was completed in 1984 to provide 
an additional high-voltage source from the Kewaunee and Columbia Plants 
to central Madison. This line improves the reliability of the bulk power 
delivery system and integrates the Blount Plant into the 138,000-volt trans
mission system. The 18-mile line connects the North Madison, Sycamore 
and Blount substations.

3%



I1



$96 Sii $i6 

1982 1983 1984

Sil4 $16 

1985 1986

Sil8 

1987

12 I millionsi

The second segment of the line, from Sycamore to Blount, went into service 
in August 1984. About 3'/2 miles of this 4'V4 mile segment was installed 
underground, following Madison city streets and railroad right-of-way, and 
crossing under the Yahara River 

A project related to the underground construction involved replacing a 
69,000-volt overhead line in the residential area and constructing a 69,000-volt 
underground line in the same trench with the 138,000-volt line.  

MGE continues to coordinate closely with municipal construction projects 
to reduce costs and public inconvenience.  

ELECTRICITY RESEARCH EXPANDED 

MGE conducts electricity research projects on its own and also supports 
research through the Wisconsin Electric Utilities Research Foundation, the 
Electric Power Research Institute and the Edison Electric Institute.  

Three company-owned experimental wind-energy conversion systems 
now are operating in three different parts of the service area. Two of the 
wind machines each are expected to produce about 12,000 kwh per year, 
and the third about 6,000 kwh per year.  

In 1984, MGE also began a program to help individual customers deter
mine if wind is a practical alternative for generating some of their electricity.  
An MGE alternative energy specialist evaluates potential sites on the 
customer's property. If a site appears to be acceptable, MGE lends and 
installs equipment needed to collect wind-speed data for a six- to 18-month 
period, and then helps the customer evaluate the information.  

Two other research projects begun in 1984 deal with photovoltaic energy
converting sunlight directly into electricity without moving parts. MGE 
funded a 2-kw photovoltaic system installed on an eight-unit group home 
owned by Goodwill Industries in Madison. The company also installed a 
photovoltaic data acquisition station at one of its own buildings. The station 
monitors photovoltaic equipment produced by several different manufacturers.  

MGE supports a University of Wisconsin College of Engineering research 
project to develop a system for storing electricity. Called Superconductive 
Magnetic Energy Storage, the system would store electricity generated 
during off-peak hours when production costs are lower than at peak-use times.  
The electricity then would be available during peak periods 

The system being developed makes use of a large underground magnetic 
coil that is cooled to temperatures lower than minus 450 degrees F The 
energy is stored in the associated magnetic field. Initial studies have shown 
that such a system is practical and so development is continuing. The Electric 
Power Research Institute has begun providing funds to assist in the design 
of a working prototype.  

Information gained from these and other research projects helps MGE 
evaluate the operating and cost effectiveness of new technologies, deter
mine how they will affect energy requirement forecasts and determine if they 
have marketing potential. The information is made available to interested 
customers to help them make informed energy decisions.



ELECTRICITY SERVICE

1984

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 $124,865 $120485 $105,551 $92,840 $94,932 $88,802 $35,378 

Customers at Year End 

Residential 89,951 88,463 87,499 86,640 85,068 83,264 74,976 

Commercia power & lighting 12,938 12,728 12,637 12,389 12,037 11,808 10,478 

Industrial power & lighting 86 89 95 98 102 122 190 

Street & highway lighting & 
public authorities 51 53 45 43 38 40 37 

Other utilities 4 4 3 3 3 3 3 

Total 103,030 101,337 100,279 99,173 97,248 95,237 85,684 

Residential (Averages) 

Kilowatt-hours per customer 6,085 6,388 6,101 6,073 6.120 5,897 6,187 

Rate per kilowatt-hour 7.32c 6.86c 6.05c 5 22c 4.91c 4.62c 2.64c

ma6e

1983

560,289 

958,652 

102,126

185,904 

242,211 

2.049,182

S 38,454 

57,401 

5,513

9,217 

9,900

542,426 

981,135 

104,830

188,076 

230,429 

2,046,896

$ 39,689 

61,252 

5,768

9,494 

8,662

1982

530,002 

892,880 

105,390

196.738 

215,063 

1,940,073

S 32,072 

49,498 

5,221

9,075 

9,685

1981

518,994 

859,766 

116,918

189,975 

275,655 

1,961,308

S27,083 

41,688 

4,959

7,580 

11,530

1980

513,508 

849,982 

111,069

189,661 

582,561 

2,246,781

$25,221 

38,716 

4,536

7,079 

19,380

1979

485,745 

789,811 

124,854

209,115 

690,656 

2,300,181

S22,429 

32,739 

4,547

6,704 

22,383

1974

458,638 

603,792 

144,244

184,041 

128,843 

1,519,558

$12,116 

14,771 

2,707

2,917 

2,867
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GAS OPERATIONS
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Growth in 1984 gas operations over 1983 is seen in increases in the 
number of customers served, revenues and sales to retail customers.  

During the past year, the company added 1,724 new gas customers and 
installed 21.3 miles of new gas main. Among the new commercial customers 
added in 1984 were those on the growing west side of Madison, including 
two new shopping malls.  

Reliability was improved in the southern portion of the gas system serving 
the city of Fitchburg when about 5 miles of 4-inch plastic main was installed 
last summer. This also permitted the company to extend gas service to the 
State of Wisconsin Oakhill Correctional Institution and the Correctional 
Camp System near the village of Oregon.  

Residential growth is occurring primarily on the southwest and west sides 
of Madison and in Middleton (west), Verona (south) and DeForest (north).  

MGE installed about 1.3 miles of new 12-inch steel main and a new 
regulator station on the southwest side of Madison to improve system 
reliability in that growing area. The project, which was completed in the 
fall of 1984, was the second portion of a three-phase project to serve 
continuing growth in the western part of the gas system.  

SYSTEM UPGRADING CONTINUED 

System upgrading continued in the far western portion of the service 
area. When completed, customers from Cross Plains to Mazomanie will be 
served by new 6-inch, 150-pounds-per-square-inch (psi) main, increasing 
the capacity and reliability of the gas system there. The second phase of the 
project, in the Black Earth area, was completed in 1984. It involved installing 
about 4,300 feet of new main, crossing the Black Earth Creek in two places, 
and a second regulator station. The third phase of this project will involve 
work at Mazomanie in 1985.  

The company finished a long-term project to install weld reinforcing 
sleeves over compression couplings on its 150-psi system. This helps stabilize 
the mains and makes them less susceptible to excavating damage, reducing 
repair costs and improving safety.  

VALVES IMPROVE EFFICIENCY 

New multi-port relief valves were installed on 12 propane tanks at the 
company's Paterson Street propane-air peak-shaving facility on Madison's 
near-east side Multi-port relief valves previously were installed at the Summit 
Plant on the southwest side of Madison. The Paterson Street and the 
Summit Plants supplement natural gas supplies when firm (noninterruptible) 
customer demand exceeds the company's daily allowable purchase quantity 
from ANR Pipeline Co.  

These valves eliminate the need to empty the tanks when the valves are 
removed for testing every five years The cost of this project is expected to 
be recovered in 10 years (two testing cycles) through labor efficiencies and 
propane cost savings.
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CNG POTENTIAL STUDIED 

MGE began studying potential markets for compressed natural gas (CNG) 
as a vehicle fuel, particularly for fleet operations. Thirty-three company 
vehicles were converted to operate on CNG, with gasoline for backup, late 
in 1984, and up to 20 more will be converted this year in addition, fleet 
managers for the city of Madison and University of Wisconsin have been 
invited to take part in separate pilot programs in 1985.  

The company estimates that CNG could reduce vehicle fuel costs by about 
30, based on late 1984 gasoline and natural gas prices. Since CNG has been 
used by MGE only since September 1984, more information is needed to 
determine actual savings and which vehicles are best suited for CNG.  

Besides cost savings, CNG is seen as a possible alternative to gasoline 
because natural gas supplies and prices are more stable than those for foreign 
petroleum It is clean burning and less polluting, and may reduce engine 
maintenance costs.  

OTHER MARKETING EFFORTS 

The Market Services Department is strengthening ongoing programs to 
add new gas customers. General service gas customers (those who use gas 
for purposes other than space heating) are being encouraged to install gas 
space-heating equipment when they replace older equipment, About 300 
of these approximately 6,000 customers are expected to replace heating 
equipment each year.  

Other potential customers include those in areas where their neighbors 
have installed gas service but they have not because there is no gas main 
adjacent to their homes. Providing service to them also would allow the 
company to complete loops in the gas system, increasing reliability and safety.  

Company representatives continue to work closely with trade groups such 
as developers, builders, architects and consulting engineers.  

$83 $93 $94 $91 $97 $94 

SUPPLY, PRICE OUTLOOK 

The ANR Pipeline Co. reports that natural gas supplies will be sufficient 
to meet MOE customer needs into the 1990s. Technological advances are 
expected to enhance future gas production, particularly in the lower-48 states, 

Gas prices, too, probably will remain relatively stable, even though federal 
price controls were removed Jan. 1, 1985, from "new" gas taken from wells 
drilled after 1977 Any price increases are expected to be at the inflation rate.  

GAS RESEARCH SUPPORTED 

The company supports research activities of the Gas Research Institute 
1982 1983 1984 1985 1986 987 and the American Gas Association. Several of the research projects deal

16 (millions)

with natural gas vehicles, efficient pulse water heaters as companions to the 
pulse furnaces now on the market, gas-fired heat pumps and gas-fired fuel 
cells that convert natural gas to electricity.



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

1984

70,587 

66,561 

16,003 

7,375 

160,526

$46,808 

37,090 

6,627 

3,695 

$94,220

64,150 

7,664

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*

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*

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

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

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

1974

60,718 

87,714 

17,545 

15,178 

181,155

$ 9,279 

10,047 

1,226 

1,312 

$21,864

45,497 

7,281

Interruptible boiler fuel 4 4 3 3 4 5 5 

Industrial 68 72 73 73 73 73 36 

Total 71,886 70,162 68,514 67,727 66,224 63,466 52,819 

Residential (Averages) 

Therms per space
heating customer 1,213 1,200 1,262 1,186 1,370 1,471 1,652 

Rate per therm
space heating 66.0c 67.Oc 56.5c 48.4c 40.2c 31.3c 15.Oc 

*During 1983 and 1982, approximately 2,200 commercial customers were redefined as residential customers,
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BUILDING ON THE RESEARCH TRADITION 

Dedicated late in 1984, the University Research Park on Madison's far west 
side typifies the cooperative efforts of the University of Wisconsin - Madison 
with private-sector companies and government in developing "high tech" 
research-oriented businesses in the Madison area. Research activities have 
contributed to the Madison area economy for many years, The accelerated 
current efforts are attracting new businesses and helping existing businesses 
to expand.  

The new University Research Park contains about 300 acres of land pre
viously used by the College of Agricultural and Life Sciences. It provides a 
setting for knowledge exchange between the basic research of the campus 
and the applied research of business and industry. About 2,675 jobs are 
expected to be added to the economy when the first portion of the develop
ment is completed.  

When the research park was dedicated, ground was broken for the park's 
first tenant, Warzyn Engineering Corp of Madison, The company will occupy 
a building of about 30,000 square feet.  

UW RESEARCH FUNDING RANKS THIRD 
One measure of a university's standing in the U.S. research community is 

the amount of research and development funds it attracts. The University 
of Wisconsin - Madison continued to rank third among all universities in total 
funding available for research and development in fiscal 1982, the most 
recent information available. Expenditures totaled $158 million, an increase 
of 7% over fiscal 1981. Only Johns Hopkins University and the Massachusetts 
Institute of Technology, both large defense research institutions, had higher 
1982 totals.  

Even though the amount of federal funding for research and development 
has declined somewhat in recent years, the university has been maintaining 
its third-place ranking because of a good mix of industry and foundation 
funds along with the support from government sources.  

The university's strong research programs in biotechnology-the modifi
cation of genes and cells of living organisms-will be coordinated by a new 
Biotechnology Center established in October 1984. It was created in response 
to the rapidly expanding biotechnology field, the need to improve the 
exchange of information between the university and industry, and the desire 
to attract more biotechnology firms.  

Start-up funds were provided by the Wisconsin Alumni Research Foun
dation (WARF), which has played a major role in supporting research for 60 
years. WARF was established in 1925 as the country's first independent, 
university-affiliated agency created to manage the patents of faculty and staff.  

Biotechnology development potential in the Madison area is considered 
very good because of the university's reputation in the field (three faculty 
members have received Nobel Prizes) and because of advances from the 
laboratory to product manufacturing and marketing. Several major biotech
nology firms, including Agracetus and Agrigenetics, have been located in 
the Madison area for several years. 19



Agracetus (formerly Cetus Madison Corp., the agricultural subsidiary of 
Cetus Corp. of Emeryville, Calif ) is a joint venture of Cetus and W R. Grace & 
Co. created in June 1984 to develop, manufacture and market biotechnology
based agricultural and veterinary products.  

Early in 1984, Agracetus moved into a new 30,000-square-foot laboratory 
and office complex adjacent to its original 10,000-square-foot building in the 
city of Middleton. Its facilities also include a 23,000-square-foot greenhouse 
and plant research complex.  

The advanced research division of Agrigenetics, which is headquartered 
in Boulder, Colo., has been located in a research and office complex it built 
on Madison's east side in 1981. It conducts seed and genetic research.  

Promega Inc. of Madison, a company that develops, manufactures and 
markets genetic engineering research products, was one of two companies 
the Madison Capital Corp. (MCC) selected for its first investments late in 
1984, MCC is a nonprofit organization that raises venture capital for investing 
in growth companies. It is one of several economic development organiza
tions that MGE supports. G Howard Phipps, MGE vice president - finance 
and treasurer, serves on the MCC board of directors 

ESTABLISH NEW TECHNOLOGY CENTER 

Research ties with the university were cited by the Milwaukee-based 
Astronautics Corp. of America as a major reason for establishing a space 
science and computer technology center in the Madison area in August 1984.  

The University-industry Research Program, which was established in the 
Graduate School more than 20 years ago, continues to help business and 
industry. The program provides convenient access to the university's scientific 
and technological resources for economic development.  

Other efforts were made in 1984 to help new or expanding businesses, 
many of them computer or research-based. Wisconsin for Research opened 
a small business "incubator" facility in central Madison. As the businesses 
it helps launch become established, they are seen as prospective tenants 
in the University Research Park.  

GOOD LABOR SUPPLY AVAILABLE 

Also making Madison attractive for research-based development is its good 
supply of business managers, scientists and technicians to staff or counsel 
new and expanding businesses. Due to high enrollments in computer courses 
at the university, a 58,000-square-foot addition to its computer science 
complex is planned.  

Construction has started on a new Madison Area Technical College campus 
on the northeast side. It will contain about 555,000 square feet, In addi
tion, the school's downtown facilities and Technical Center will be remodeled.  

The research activities highlighted here are indicative of other efforts in 
this field. They are in the Madison tradition of translating laboratory results 
into products and services, thereby strengthening the area's economic base.20
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FUTURE FINANCIAL OUTLOOK

ELECTRIC AND GAS SALES, PRODUCTION, AND CUSTOMERS 

Madison Gas and Electric Company operates in a very 
stable economic environment. It is somewhat recession
proof because of the concentration of governmental, 
educational, and medical activities. This has provided 
for steady sales of electricity and natural gas through 
varying national economic conditions. We look for this 
important characteristic to continue into the future.  

The Company has sufficient electric capacity and gas 
supplies to meet its demand into the 1990s. The peak 
electricity demand this past summer was 427,000 kw. We 
anticipate that the peak load served will be 454,000 kw 
by 1987. All natural gas is purchased from ANR Pipeline 
Company, which assures us that future supplies will 
be sufficient.  

Our forecast for electric sales, revenue, and cus
tomer growth over the next several years is over 1. 5 
percent for each category. There will also be increases 
in revenues due to the effects of inflation on our costs 
of operation.  

Our electricity generation mix should continue much 
the same as in the past few years. Nuclear production 
at the highly efficient Kewaunee Plant will provide 
about one-third of our electric needs, with slightly more 
than 60 percent of our requirements coming from our 
coal-fired plants. This will allow us to limit use of oil 
and gas, which are our most expensive sources of 
energy. No new production capacity will be required until 
at least the late 1990s.  

Gas sales and revenues should moderate over the 
next few years as customers continue to conserve. In 
addition, sales will be reduced about 7 percent in 1987 
when the University of Wisconsin, our largest. customer, 
converts its largest steam-heating plant to coal. Rev
enues that year may drop 3 percent. Sales reductions 
will be partially offset by increasing numbers of cus
tomers. We forecast a 1.7 percent annual increase in 
customers during the next three years.  
EARNINGS 

Earnings per share have shown dramatic improve
ment over the last few years. The $2.86 earned in 1984 
is a record. Our growth in earnings over the next several 
years will not be as dramatic because, among other 
things, we achieved in 1984 the 14.5 percent level of 
return on average common stock equity authorized by 
the Public Service Commission of Wisconsin (PSCW)

We anticipate that our return on equity and earnings 
will be maintained at the current strong levels by filing 
for rate reviews which reflect our costs of operations.  
DIVIDENDS 

Dividends paid per share have risen steadily over the 
past five years. The $2.14 paid in 1984 is 75 percent of 
earnings, which is in line with our long-term goal. We 
will continue to maintain a dividend policy which pro
vides a return to shareholders while maintaining the 
value of their investment, consistent with the Company's 
capitalization and financing needs.  

CAPITALIZATION 
The Company's current capital structure is the strong

est it has been in over 35 years. Over the next year we 
will be withdrawing the last $10.8 million held by the 
Trustee of our Industrial Development Revenue Bond 
Construction Fund. This fund is the result of a $25 mil
lion 30-year first mortgage bond issue at 10.60 percent 
in December of 1982 for qualifying construction expendi
tures. We will also no longer be issuing new stock 
under our dividend reinvestment program after 1985.  
These two actions will assure that the Company is in 
an excellent capitalization position for the next several 
years, with common stock representing 45-50 percent, 
long-term debt 40-45 percent, and preferred stock 10 
percent of total capitalization.  

CONSTRUCTION PROGRAM 

Total construction expenditures over the next several 
years are expected to average just over $30 million 
annually, somewhat more than the average expenditures 
over the last few years, but still less than 10 percent 
of our gross plant in service and our total assets. The 
Company expects that on average, about 90 percent 
of these future expenditures will be financed using 
internally generated funds. Through these expenditures 
the Company will have efficient, up-to-date facilities 
for carrying out daily operations.  

REGULATION 
Regulation in Wisconsin by the PSCW has historically 

been progressive in nature and has balanced the needs 
of both the consumer and investor We believe that the 
PSCW will pursue policies in the future which will 
maintain the financial strength of the Company and 
our level of earnings.

22
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SUMMARY OF SELECTED FINANCIAL DATA

(Thousands of Dollars Except Per-Share Amounts) 

Operating Revenues

1984 1983 1982 1981 1980

Electric $125,340 $120,650 $105,827 $ 93,232 $ 95,317 
Gas 94,522 93,453 83,377 68,850 66,439 

Total $219,862 $214,103 $189,204 $162,082 $161,756 

Income, Earnings, and Dividends 
Net income $ 20,382 $ 18,805 $ 14,956 $ 12,583 $ 15,548 
Earnings on common stock $ 17,914 $ 16,163 $ 12,114 $ 9,542 $ 12,399 
Earnings per average common share $ 2.86 $ 2.66 $ 2.05 $ 1.66 $ 2.21 
Cash dividends paid per common share $ 2.14 $ 2.00 $ 1.86 $ 1.76 $ 1.66 

Assets (year end) 
Electric $217,501 $204,584 $210,317 $210,313 $209,393 
Gas 75,893 77,415 73,759 69,341 65,308 
Assets not allocated 35,752 27,527 28,676 23,720 17,975 

Total $329,146 $309,526 $312,752 $303,374 $292,676 

Long-term Debt and Redeemable 
Preferred Stock, net (year end) $131,762 $125,048 $124,132 $125,679 $129,084 

Internal Generation of Funds 
Net funds generated internally $ 26,493 $ 26,272 $ 20,366 $ 17,392 $ 20,896 
Total funds used for construction 
expenditures and nuclear fuel $ 30,975 $ 21,356 $ 26,863 $ 23,956 $ 21,520 
Percent generated internally 85.5% 123.0% 75.8% 72.6% 97.1% 

Capitalization Ratios (year end)* 
Common shareholders' equity 48.3% 47.5% 43.3% 43.0% 43.1% 

Redeemable preferred stock* 10.1 11.2 11.6 12.7 13.7 
Long-term debt* 41.6 40.6 38.3 39.2 40.6 
Short-term debt - .7 6.8 5.1 2.6 

*lncludes current sinking fund requirements and current redemptions.  

CONSTRUCTION PROGRAM 

1985 Plant Additions 
Estimated Annual Average 

(Thousands of Dollars) Expenditures 1984 1979-1983 

Electric Department 
Production plant $11,170 33% $ 4,332 14% $ 2,754 12% 
Transmission plant 4,160 12 8,426 28 2,600 11 
Distribution plant 7,580 22 6,801 23 4,951 22 
Nuclear fuel 3,570 10 3,850 13 3,635 16 

Total Electric 26,480 77 23,409 78 13,940 61 
Gas Department 6,110 18 4,521 15 5,444 24 

Utility Plant Common to 
Both Departments 1,910 5 2,096 7 3,319 15 

Total $34,500 100% $30,026 100% $22,703 100% 23
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CONSOLIDATED BALANCE SHEET 

At December 31 

Assets

Utility Plant, at original cost (Note Ia) 

In service - Electric (Note lb) 

Gas 

Gross Plant in Service 

Less - Accumulated provision for depreciation (Note Ic) 

Net Plant in Service 

Construction work in progress 

Nuclear fuel, net (Note le) 

Total Utility Plant

$324,372,962 

108,214,219 

432,587,181 

(190,543,935)

$302,858,833 

102,977,836 

405,836,669 

(172,560,271)

242,043,246 233,276,398 

7,391,875 9,556,252.  

11,508,409 6,438,769 

260,943,530 249,271,419

Other Property 3,996,673 3,008,104 

Current Assets 

Cash 1,770,953 2,217,781 

Deposits for jointly owned electric power production facilities 2,385,007 1,929,518 

Temporary cash investments, at cost, which approximates market 12,168,605 

Accounts receivable, less reserves of $406,868 and $403,125, respectively 20,987,873 24,522,156 

Unbilled revenue (Note Id) 10,296,142 12,566,171 

Materials and supplies, at average cost 5,862,053 5,561,052 

Fossil fuel (Note If) 6,030,238 6,126,709 

Prepayments 374,785 351,250 

Total Current Assets 59,875,656 53,274,637

Deferred Charges 

Total Assets 

The accompanying notes are an integral part of the above statement

4,330,601 

$329,146,460

3,971,971 

$309,526,131
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Capitalization and Liabilities

Capitalization (see statement) (Note 2) 

Common shareholders' equity 
Common stock $ 50,812,704 $ 49,465,960 

Amount received in excess of par value 36,569,350 34,386,672 

Retained income 36,738,009 32,193,168 

Total Common Shareholders' Equity 124,120,063 116,045,800 

Redeemable preferred stock 24,700,000 26,075,000 

Long-term debt 107,062,240 98,973,244 

Total Capitalization 255,882,303 241,094,044 

Current Liabilities 

Preferred stock sinking fund requirements (Note 2b) 1,275,000 1,275,000 

Interim loans (Note 4) - Commercial paper - 1,750,000 

Accounts payable 16,865,903 19,474,693 

Gas refunds payable to customers 789,548 96,165 

Accrued interest 2,353,616 2,043,604 

Accrued taxes 9,522,738 8,346,885 

Nuclear fuel disposal fee (Note le) 4,735,423 

Other 5,403,642 4,504,840 

Total Current Liabilities 40,945,870 37,491,187 

Other Credits 

Contributions in aid of construction 9,623,251 9,310,857 

Investment tax credit deferred (Note lg) 20,054,284 18,111,024 

Other 2,640,752 3,519,019 

Total Other Credits 32,318,287 30,940,900

Construction Commitments (Note 3) 

Total Capitalization and Liabilities 

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

$329,146,460 $309,526,131
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CONSOLIDATED STATEMENT OF CAPITALIZATION

At December 31 1984 1983

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

Authorized 7,000,000 shares 
Outstanding 6,351,588 and 6,183,245, respectively $ 50,812,704 $ 49,465,960 

Amount received in excess of par value 36,569,350 34,386,672 
Retained income 36,738,009 32,193,168 

Total Common Shareholders' Equity 124,120,063 116,045,800

Redeemable Preferred Stock, cumulative, $25 par value, authorized 
1,339,000 and 1,394,000 shares, respectively (Note 2b) 
Series A, 938%, 140,000 and 146,000 shares outstanding, respectively 
Series B, 7.80%, 152,000 and 158,000 shares outstanding, respectively 
Series C, 7.90%, 237,000 and 246,000 shares outstanding, respectively 
Series D, 12%, 218,000 and 244,000 shares outstanding, respectively 
Series E, 8.70%, 292,000 and 300,000 shares outstanding, respectively 

Preferred Stock Outstanding 
Current sinking fund requirements 

Total Preferred Stock

3,500,000 
3,800,000 
5,925,000 
5,450,000 
7,300,000 

25,975,000 
(1,275,000) 
24,700,000

3,650,000 
3,950,000 
6,150,000 
6,100,000 
7,500,000 

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

First Mortgage Bonds (Note 2c) 
4%/8%, 1988 series 

434%, 1991 series 
5.45%, 1996 series 

8%, 1999 series 
734%, 2001 series 
94%, 2004 series 

934%, 2005 series 
6V/2%, 2006 series, Pollution Control Revenue Bonds, principal amount 
$8,780,000, less construction fund of $884,224 and $779,087, respectively 
10.60%, 2012 series, Industrial Development Revenue Bonds, principal amount 
$25,000,000, less construction fund of $10,763,921 and $19,993,667, respectively 

First Mortgage Bonds Outstanding 
Unamortized discount and premium on bonds, net 

Total First Mortgage Bonds 
Other Long-term Debt (6/8%, due serially through 1987) 

Total Long-term Debt ._

Total Capitalization.

6,553,000 
4,259,000 
8,000,000 

11,204,000 
13,101,000 
18,605,000 
23,044,000

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

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

7,895,776 8,000,913 

14,236,079 5,006,333 
106,897,855 98,705,246 

(149,554) (157,899) 
106,748,301 98,547,347 

313,939 425,897 
107,062,240 98,973,244

_$255,882,303 $241,094,044

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 1984 1983 1982 . I

Funds Generated Internally 
Net income $20,381,934 $18,805,098 $14,955,532 
Items not affecting current sources of funds 

Depreciation and amortization 19,518,886 19,553,514 13,478,819 
Amortization of nuclear fuel 3,352,118 4,747,248 7,729,610 
Investment tax credit deferred - net 1,983,670 1,006,629 596,504 
Allowance for funds used during construction (820,022) -
Other 331,975 (96,704) (135,996) 

Funds Provided from Operations 44,748,561 44,015,785 36,624,469 
Less 

Cash dividends on common and preferred stock 15,837,093 14,784,783 13,824,945 
Bond sinking fund retirements and other 
long-term debt repayments 1,043,958 1,133,894 608,276 
Preferred stock sinking fund retirements 1,375,000 1,825,000 1,825,000 

Net Funds Generated Internally 26,492,510 26,272,108 20,366,248 
Funds Obtained from Outside Financing 
Sale of first mortgage bonds - - 25,000,000 
Withdrawals from (deposits in) construction funds, net 9,124,609 3,966,276 (24,121,508) 
Sale of common stock, less expense of issuance 3,529,422 3,374,344 2,523,128 

Net Funds Obtained from Outside Financing 12,654,031 7,340,620 3,401,620 
Increase (Decrease) in Interim Loans (1,750,000) (15,250,000) 4,500,000
Decreases (Increases) in Other Net Current Assets 
(Exclusive of sinking fund requirements, interim loans 
and nuclear fuel disposal fee) 
Temporary cash investments 
Accounts receivable - net 
Unbilled revenue 
Accounts payable 
Gas refunds payable to customers 
Accrued taxes 
Other, net 

Net (Increase) Decrease 
Other-Net

(12,168,605) 
3,534,283 
2,270,029 

(2,608,790) 
693,383 

1,175,853 
972,088 

(6,131,759) 
(289,882)

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

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

(165,269) 
415,892 

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

144,564 
(2,202,224) 

796,871

Total Funds Used for Construction and Nuclear Fuel $30,974.900 $21,355,685 $26862,515 

CONSOLIDATED STATEMENT OF RETAINED INCOME 
For the years ended December 31 1984 1983 1982 

Balance Beginning of Year $32,193,168 $28,348,431 $27,346,951 
Add - Net income 20,381,934 18,805,098 14,955,532 

Deduct - Cash dividends on common stock (13,369,312) (12,142,714) (10,983,339) 
Preferred stock cash dividend requirements (2,467,781) (2,642,069) (2,841,606) 
Expense of issuing common stock - (175,578) (129,107) 

Balance End of Year $36,738,009 $32,193,168 $28,348,431

The accompanying notes are an integral part of the above statements. 29



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1984, 1983, and 1982 

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 construc

tion, which includes indirect costs consisting of payroll 
taxes, pensions and other fringe benefits, administrative 
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 and two other Wisconsin investor

owned utilities 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 
(Columbia) and 17.8 percent (93 mw) of the Kewaunee 
Nuclear Plant (Kewaunee). Each company provides its 
own financing and reflects the respective portion of 
facilities and operating costs in its financial statements.  
The Company's portions of these facilities, included in 
its gross utility plant in service, were as follows:

December 31, 1984 1983

Columbia $ 79,897,000 $ 79,089,000 
Kewaunee 47,649,000 45,009,000 

Total $127,546,000 $124,098,000 

c. DEPRECIATION 

Depreciation expense includes, in addition to 
provisions at composite straight-line rates, amounts 
equivalent to the estimated reduction in income taxes 
(federal - $3,021,000, $4,254,000, and $1,049,000 and 
state - $473,000, $767,000 and $98,000 for the years 
1984, 1983, and 1982, respectively) due to the use of 
liberalized depreciation allowances 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. At December 31 
such accumulated additional depreciation is classified 
as follows:

1983
Accumulated provision 
for depreciation $49,344,000 $46,060,000 
Nuclear fuel, net (2,571,000) (2,903,000) 

Total $46,773,000 $43,157,000

Cumulative income tax timing differences, on which the 
Company has not provided an amount equivalent to the 
estimated reduction in income taxes, approximate 
$17.3 million at December 31, 1984.  

Provisions at composite straight-line depreciation 
rates, excluding the additional depreciation, approximate 
the following percentages of the cost of depreciable 
property: electric, 4.0 percent in 1984, 3.8 percent in 1983 
and 3.5 percent in 1982, gas 3.4 percent in 1984, and 
3.2 percent in 1983 and 1982. 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 Company 

records unbilled revenue on the basis of service rendered.  

e. NUCLEAR FUEL 
The cost of nuclear fuel used for electric generation 

(Note Ih) is being amortized to fuel expense based 
on the quantity of heat produced for the generation 
of electric energy by Kewaunee. Such costs include a 
provision for estimated future 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 electricity generated by nuclear power 
payable to the Department of Energy (DOE) to cover 
its expenditures for the development and operation of 
a permanent nuclear fuel disposal site. The Company 
has been paying DOE fees currently for nuclear genera
tion since April 7, 1983. For nuclear generation prior to 
that date, the Company intends to make a single fee 
payment to the DOE prior to Iune 30, 1985. Such pay
ment is in accordance with DOE regulations, will be $4.7 
million, and is shown on the Consolidated Balance 
Sheet as a current liability at December 31, 1984, rather 
than as nuclear fuel. To date, the amounts provided 
for future disposal costs exceed the estimated fees 
payable under the provisions of the Act.  

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 87 percent of 
total fossil fuel inventories at December 31, 1984, and 
97 percent at December 31, 1983.
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g. INCOME TAXES 
(I) Depreciation for federal and state income taxes 

reflects the use of liberalized depreciation allowances 
permitted for income tax purposes. The estimated reduc
tions in income taxes due to the application of these 
statutes are provided as additional depreciation as dis
cussed under 'Depreciation" (Note Ic).  

(2) The 10 percent investment tax credit is deferred 
and is amortized over the service lives of the related 
property.  

(3) Certain capitalized overhead and interest costs 
have been deducted as incurred for federal and state 
income tax purposes, and the income tax provision is 
reduced as the costs are incurred, consistent with the 
rate treatment.  

(4) The Company's effective income tax rate, com
puted by dividing the total of current federal and state 
income tax expense, net investment tax credit, additional 
depreciation, and taxes included in other income by the 
sum of such expenses and net income, reconciles to 
the statutory federal income tax rate as follows: 

1984 1983 1982 
Effective income tax 
rate as computed 50.8% 51.8% 48.5% 
Restoration of investment 
tax credit 2.6 2.7 3.4 
State income taxes 
and state additional 
depreciation, net (4.9) (5.8) (4.4) 
Other differences, net (2.5) (2.7) (1.5) 
Statutory federal 
income tax rate 46.0% 46.0% 46.0% 

h. SUBSIDIARIES 

The consolidated financial statements include the 
accounts of the Company and two wholly owned sub
sidiary companies. The purpose of the subsidiaries is to 
hold title to properties acquired for future utility plant 
expansion and the Company's portion of the nuclear fuel 
for Kewaunee. All significant inter-company accounts 
and transactions have been eliminated in consolidation.  
The Company also has a wholly owned subsidiary 
established to acquire uranium reserves for Kewaunee 
and to support the related mining and production 
operations. The uranium thus obtained is recorded at 
cost, including the operations of the subsidiary. The 
investment in this subsidiary is carried on the equity 
basis of accounting. It has been included as part of 
"Nuclear fuel, net," in the accompanying balance sheet.  

i. PENSION PLAN 
The Company has contributory retirement annuity 

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 pension plans 
for the years 1984 through 1982 were $501,000, $534,000 
and $444,000, respectively, of which $390,000, $456,000, 
and $349,000, respectively, were charged to oper
ating expenses.  

The actuarial present values of accumulated plan 
benefits, all of which were essentially vested, were 
$10,136,551 and $8,170,363 as of January 1, 1984 and 1983, 
respectively. Net assets available for benefits as of the 
corresponding dates were $14,153,087 and $11,766,737.  
The assumed rate of return used in determining the 
actuarial present value of accumulated plan benefits was 
7 percent compounded annually.  

2. CAPITALIZATION MATTERS 

a. COMMON STOCK 

The following common stock transactions occurred, 
and allocations of proceeds were made, as the result 
of issues pursuant to the Company's Automatic Dividend 
Reinvestment Plan.

Par 
Shares Value

Excess Retained 
of Par Income

1984 168,343 $1,346,744 $2,182,678 
1983 176,935 $1,415,480 $2,134.442 $(175,578)* 
1982 161,833 $1,294,664 $1,357,571 $(129,107)* 
*Represents expenses of issuing stock.  

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 November 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 period ending August 1.  
Additional Series E shares, equal to the annual retire
ment obligations may be retired during any 12-month 
period ending August 1. Retirements of all series may 
be made by redemption at $25 per share plus accrued 
dividends. Total retirement obligations are $1,275,000 
for each of the years 1985-1989.  

The Series D preferred stock may not be redeemed 
from proceeds of borrowed funds maturing earlier than 
May 1, 1995, or junior stock.  

c. FIRST MORTGAGE BONDS 
The proceeds of pollution control and industrial 

development revenue bond issues were deposited in 
construction funds to be disbursed to the Company from 
time to time to reimburse 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. 31
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The sinking fund requirements of the outstanding 
first mortgage bonds are $980,000 for each of the years 
1985 through 1987 and $870,000 in 1988 and 1989. In 
addition, $6,539,000 will be required to retire at maturity 
the 48 percent, 1988 Series First Mortgage Bonds. As 
of December 31, 1984, the Company had satisfied all 
of its 1985 bond sinking fund requirements.  

3. CONSTRUCTION PROGRAM 

Utility plant construction expenditures for 1985, 
including the Company's proportional share of jointly 
owned electric power production facilities, are estimated 
to be $34,500,000 and substantial commitments have 
been incurred in connection with such expenditures.  

4. NOTES PAYABLE TO BANKS, COMMERCIAL PAPER, 
AND LINES OF CREDIT 

Unused lines of credit for short-term borrowings 
amounted to $15,000,000 at December 31, 1984, and 
$21,000,000 at December 31, 1983. 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 Agreement, the 
Company is entitled to borrow and reborrow until August 
31, 1987, up to $10,000,000 from the banks in the form 
of 90-day notes that bear interest at the prime rate 
in effect at the time of issuance. The Agreement sets 
a maximum outstanding limit of $20,000,000 of com
mercial paper.  

5. RATE MATTERS 
Effective March 1, 1984, the PSCW authorized per

manent changes in rates, designed to annually increase 
electric revenues by $3.2 million and decrease gas rev
enues by $0.3 million. These changes were based on 
estimated 1984 operations and a return on common 
stock equity of 14.5 percent. The return is the same 
as that authorized in the previous order. Additionally, 
the automatic adjustment of electric rates to reflect 
changes in fuel costs was eliminated, although formal 
rate changes may be implemented during periods 
in which fuel costs change significantly. Accordingly, 
when fuel costs for electric generation were lower than 
expected in the second quarter, the Company filed a 
request with the PSCW to decrease electric rates. The 
PSCW ordered that the reduction, in the form of a fuel

cost credit of 179c per kilowatt-hour, be applied to 
retail customer's bills beginning july 23, 1984. The 
credit was intended to reduce revenues approximately 
$1.3 million in 1984.  

On June 15, 1984, the Company filed an application 
with the PSCW for increases in electric and gas rates 
for the test year 1985. On September 28, 1984, the Com
pany filed an amendment to this application requesting 
annual increases of $5.9 million, or about 5 percent 
in retail electric service revenues and $3.3 million, 
or about 3.7 percent in gas service revenues. These 
amounts are based on a return on common stock equity 
of 15 percent and updated estimated operating expenses 
for the test year ending March 31, 1986. Public hearings 
are scheduled to begin in April, 1985, and a decision 
is expected prior to June 30.  

6. ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION 
Pursuant to the PSCW's rate order, effective March 1, 

1984, the Company began capitalizing an allowance for 
funds used during construction (AFUDC) at a rate of 
11.15 percent, which represents the approximate cost 
of debt and equity capital devoted to plant under con
struction. The portion of the allowance applicable to 
borrowed funds is presented in the consolidated state
ment of income as a reduction of interest charges, 
while the portion of the allowance applicable to equity 
funds is presented as other income. Although the 
allowance does not represent current cash income, it is 
recovered under the rate-making process over the 
service lives of the related properties.  

7. SEGMENTS OF BUSINESS 
The table on the following page presents information 

pertaining to the Company's segments of business for 
1984, 1983, and 1982. The data do not necessarily reflect 
rate-making treatment. The preceding Notes are an 
integral part of this footnote. Information regarding 
amounts recorded as additional depreciation, included 
in income tax items in 1984, 1983, and 1982 is set forth.  
in Note Ic.  

Information regarding the distribution of net assets 
between electric and gas, as well as those assets not 
allocable, is set forth on page 23, Summary of Selected 
Financial Data.
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Operating Information 
Year Ended December 31 
(Thousands of Dollars)

1984
Electric Operations 
Total revenues 
Operation and maintenance expenses 
Depreciation and amortization, excluding additional depreciation 
Property, payroll, and other taxes 

Pre-tax operating income 
Income tax items

$125,340 
69,341 
12,491 
5,046 

38,462

Net operating income $ 22,667 $ 22,540 $ 18,901 
Construction and Nuclear Fuel Expenditures (Electric) $ 25,675 $ 15,819 $ 18,590 
Gas Operations 
Operating revenues $ 94,522 $ 93,453 $ 83,377 
Revenues from sales to electric utility 4,488 5,533 4,363 

Total revenues 99,010 98,986 87,740 
Operation and maintenance expenses 82,925 84,135 75,272 
Depreciation and amortization, excluding additional depreciation 3,534 3,182 2,920 
Property, payroll, and other taxes 2,108 1,842 1,704 

Pre-tax operating income 10,443 9,827 7,844 
Income tax items 4,078 3,756 2,892 

Net operating income $ 6,365 $ 6,071 $ 4,952 
Construction Expenditures (Gas) $ 5,300 $ 5,537 $ 8,273 

SUPPLEMENTARY INFORMATION TO DISCLOSE 
THE EFFECTS OF CHANGING PRICES 

The Company's estimates of the effects of changing viewed as an estimate of the approximate effect of 
prices (inflation) on its operations for the year 1984, changing prices rather than as a precise measure.  
shown below, are presented in response to the Finan- Current Cost Inforiation for 1980, 1981, 1982, and 1983 
cial Accounting Standards Board's Statement No. 33, in the Comparison of Selected Supplementary Finan
'Financial Reporting and Changing Prices" as amended cial Data was recalculated before the restatement to 
by'Statement No. 82. This information should be . average 1984 dollars.  
Statement of Income from Operations Adjusted for Current Cost 
Changing Prices for the Year Ended December 31,1984 Average 
(Thousands of Dollars) (Unaudited) 1984 Dollars 
income from operations applicable to common shareholders, as resorted $17,914 
Additional depreciation on plant costs restated for the effects of changing prices 17,757 
Adjusted income from operations applicable to common shareholders 
(excluding adjustment to net recoverable amount) 157 
Other impacts of changing prices 
Adjustment to net recoverable amount 19,523 
Excess of the increase in the general level of prices ($18,841) in the current year 
over specific price changes ($5,371)* (13,470) 
Gain from decline in purchasing power of net amounts owed 6,043 

Net 12,096 
Adjusted income after all impacts of changing prices $12,253 
*At December 31, 1984, current cost of utility plant, net of accumulated depreciation, was $476.0 million, 
while historical cost, net of accumulated depreciation, was $306.6 million.

1983

$120,650 
66,978 
11,351 
4,532 

37,789

1982

$105,827 
62,106 

9,411 
4,385 

29,925 
1 1 024
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Comparison of Selected Supplementary Financial Data 
for the Five Years Ended December 31, 1984 
(Current Cost in Average 1984 Dollars) (Unaudited) Years Ended December 31

1984 1983 1982 1981 1980
Operating revenues (thousands of dollars) 
As reported $219,862 $214,103 $189,204 $162,082 $161,756 
Constant dollars $219,862 $223,215 $203,602 $185,109 $203,899 

Current Cost Information 
Income (loss) from operations applicable 
to common shareholders* $ 157 $ (642) $ (3,534) $ (5,217) $ 491 
Income (loss) per common share* $ .03 $ (.11) $ (.60) $ (.91) $ .09 
Excess of increase in general price level over 
increase in specific prices after adjustment to 
net recoverable amount $ (6,053) $ (6,021) $ (4,694) $ 11,957 $(21,618 
Net assets at year end at net recoverable amount $122,389 $118,952 $115,600 $116,038 $124,577 
General Information 
Gain from decline in purchasing power of 
net amounts owed $ 6,043 $ 6,111 $ 6,571 $ 15,420 $ 22,924 
Cash dividends declared per common share 
As reported $ 2.14 $ 2.00 $ 1.86 $ 1.76 $ 1.66 
Constant dollars $ 2.14 $ 2.09 $ 2.00 $ 2.01 $ 2.09 

Market price per common share at year end (bid) 
As reported . $ 22.50 $ 20.50 $ 18.88 $ 14.50 $ 13.75 
Constant dollars $ 22.50 $ 21.31 $ 20.37 $ 16.25 $ 16.79 

Average Consumer Price Index (Base year 1967= 100) 311.1 298.4 289.1 272.4 246.8 
End of year Consumer Price Index (Base year 1967= 100) 315.5 303.5 292.4 281.5 258.4 

*Excluding adjustment to net recoverable amount

The supplemental information is presented on a 
current cost basis, which reflects the changes in specific 
prices of plant from the date acquired to the present.  
This differs from general inflation levels 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 by indexing the surviving plant 
and equipment by use of the Handy-Whitman Index 
of Public Utility Construction Costs.  

The current year's provision for depreciation on the 
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, 1984, 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, and electric fuel and purchased 
gas costs have not been restated. Regulation limits the 
recovery of fuel and purchased gas costs through the 
operation of adjustment clauses or adjustments in basic 
rate schedules to historical costs. Thus, fuel inventories 
are effectively monetary assets. Since only historical

costs are deductible for income tax purposes, income 
tax expense is not adjusted.  

During a period of inflation, holders of monetary 
assets suffer a loss of general purchasin-g 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 primarily attributable to the substantial amount 
of debt which has been used to finance utility plant, 
partially offsets the purchasing power loss because 
depreciation on this plant is limited to the recovery 
of historical costs. To reflect properly the economics of 
rate regulations, the adjusted income from operations 
applicable to common shareholders is added to the gain 
from decline in purchasing power of net amounts owed.  

The difference ($5.7 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 1984 because present 
rate-making practices do not permit the excess of cur
rent cost depreciation over historical cost depreciation 
to be recovered in rates in future years.
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OUARTERLY SUMMARY OF OPERATIONS (1) AND STOCK PRICES

(in Thousands of Dollars Except per Common Share Data) 
(Unaudited)

Operating Revenues 
Net Operating Income 
Net Income 
Earnings on Common Stock 
Earnings per Common Share (2) 
Di ,id nds Paid ex#r Common Share (3)

1984 Ouarter Ended 
March 31 June 30 Sept. 30 Dec. 31

$71,989 
8,210 
5,924 
5,294 

.86 

.52

$43,119 
5,276 
3,165 
2,537 

.41 

.52

$45,075 
8,405 
6,175 
5,564 

.89 

.55

$59,679 
7,141 
5,118 
4,519 

.72 

.55

Bid Price - (4) 
High $ 21/2 $ 20/ $ 22 $ 22/ 
Low 192 19 18% 2 

1983 Quarter Ended 
March 31 June 30 Sept. 30 Dec. 31 

Operating Revenues $63,065 $42,362 $47,656 $61,020 
Net Operating Income 7,888 5,189 8,510 7,024 

Net Income 5,318 2,752 6,067 4,668 
Earnings on Common Stock 4,638 2,074 5,416 4.035 
Earnings per Common Share .77 .34 .89 .66 

Dividends Paid per Common Share (3) .48 .48 .52 .52 
Bid Price - (4) 

High $ 20 $ 19%/ $ 21% $ 22V2 

Low 18%V 18% 18/ 19%

Notes: 
(I) The quarterly results of operations within a 

year are not comparable because of seasonal and 
other factors.  

(2) Because of the mathematical effect of new 
common stock issues on average shares outstanding 
during specific periods, the sum of earnings per share 
of common stock for any four quarterly periods may vary 
slightly from the earnings per share for the equivalent 
12-month period.  

(3) There were 16,544 shareholders as of February 1, 
1985. 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 

(4) The common stock of the Company is traded in 
the over-the-counter market. The range of closing bid 
prices are as quoted by the National Association of 
Securities Dealers, Inc (NASDAO). On May 15, 1984, the 
Company's common stock was included in the NASDAO 
National Market System for the first time, which only 
quotes bid prices.
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BOARD OF DIRECTORS AND OFFICERS

beatea (trom left) Wilson. Helfrecht, Manchester, and Sonderegger 

Standing (from left) Mebane, Rennebohm, Mohs. Vondrasek, Bolz, and Blaney 

Richard E. Blaney Frederic E. Mohs 
Madison, Wisconsin Madison. Wisconsin 
President and Manager, Partner, Mohs, MacDonald & Widder 
Blaney Agri-Research Foundation Attorneys at Law 
Age 48, Director Since 1974 Age 47. Director Since 1975 

Robert M. Bolz Robert B. Rennebohm 
Madison, Wisconsin Madison. Wisconsin 
Retired Vice Chairman, President.  
Oscar Mayer Foods Corporation University of Wisconsin Foundation 
Age 62, Director Since 1972 Age 62, Director Since 1983 

Donald J. Helfrecht John L. Sonderegger 
Madison, Wiscorsin Madison, Wisconsin 
Chairman, President & Chairman of the Board 
Chief Executive Officer Central Life Assurance Company 
Age 63 Director Since 1972 Des Moines, Iowa 

Age 70. Director Since 1971 
Jean N. Manchester 
Madison. Wisconsin Phillip C. Stark (not pictured) 
Chairman of the Board Madison. Wisconsin 
and Chief Executive Officer, President 
Neesvig s Inc The Stark Company 
Age 58, Director Since 1982 Age 59, Director Since 1985 

David C. Mebane Frank C. Vondrasek 
Madison, Wisconsin Madison, Wisconsin 
General Counsel Executive Vice President 
Age 51, Director Since 1984 Age 56. Director Since 1982

Gerald A. Wilson 
Madison, Wisconsin 
Senior Vice President - Administration 
Age 62, Director Since 1983 

Audit Committee 
Directors Blaney. Bolz. Manchester, Mohs, 
Rennebohm, Sonderegger, and Stark 

Compensation Committee 
Directors Blaney, Bol Helfrecht and Mohs 

Executive Committee 
Directors Blaney. Helfrecht Manchester 
Mohs, Vondrasek and Wilson
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Top (from left) St. lohn, Schuh, Phipps 

Bottom (from left) Barlow, Bethke. Duncan, and Lawrence

Donald J. Helfrecht 
Chairman, President & Chief Executive Officer 
Age 63. Years of Service. 38 

Frank C. Vondrasek 
Executive Vice President 
Age 56. Years of Service, 14 

Gerald A. Wilson 
Senior Vice President - Administration 
Age 62. Years of Service. 18 

Richard M. Lawrence 
Vice President - Public Affairs 
Age 58, Years of Service. 34 

Terrence J. Schuh 
Vice President - Customer Services 
Age 42, Years of Service, 16 

Kent M. Barlow 
Vice President - Electric Production 
Age 50, Years of Service, 23 

G. Howard Phipps 
Vice President - Finance and Treasurer 
Age 41, Years of Service, 12

Dale W. St. John 
Secretary and Assistant Treasurer 
Age 60, Years of Service, 20 

David C. Mebane 
General Counsel 
Age 51, Years of Service. 7 

Carol A. Bethke 
Assistant Secretary - Administration 
and Investor Relations 
Age 45 Years of Service, 18 

Beverly R. Duncan 
Assistant Secretary - Corporate Affairs 
Age 53, Years of Service, 34

GENERAL INFORMATION 

Reports Available 
Upon written request, the com

pany will furnish to any share
holder a copy of its 1984 Annual 
Report on Form 10K as filed with 
the Securities and Exchange Com
mission. A Statistical Supplement 
to this Annual Report to share
holders, containing 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, 

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

Transfer Agent & Registrar 
Harris Trust and Savings Bank 
III 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 

The common stock of MGE 
is traded over-the-counter (OTC), 
is reported through NASDAO 
system (symbol: MDSN), and is 
quoted in the NASDAO National 
Market System.  

Annual Meeting 
The 1985 annual meeting of 

shareholders will be held Wednes
day, April 17, 1985, at 10:00 a.m., 
at the Madison Holiday Inn South
east located near the 1-90 and 
U.S. Hwy. 12-18 interchange.
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