
?1 -.)408-)()1 910403 PRADOCK 05000:305 
I PDR



Cyq e a- P 

~S 
Pnntd~on Reycle Papr s



Contents 
To Our Shareholders .....................................................  
Energizing Our Expanding Economy ........................................  
Responsibility for Financial Statements .......................................  
Management's Discussion and Analysis of Financial Condition and Operations ............  
Independent Auditors' Report.. ...........................................  
Consolidated Financial Statements and Notes ....................................  
Quarterly Summary of Operations and Stock Prices...............................  
Summary of Selected Financial Data .........................................  
Future Financial Outlook ................................................  
Board of Directors .....................................................  
Officers.. ..........................................................  
Shareholder Information .................................................

Year at a Glac~e

2 
4 

14 
14 
15 
17 
26 
27 
28 
30 
31 
32

Percent increase 
(decrease)

1990 1989 1990-1989 

Earnings per common share..................... $ 3.06 $ 2.92 4.8% 
Cash dividends paid per common share ............ $ 2.58 $ 2.52 2.4 
Market value per common share - year end ....... $33.50 $35.50 (5.6) 
Book value per common share - year end . $23.90 $23.18 3.1 
Average number of common shares outstanding ...... 7,020,157 6,860,067 2.3 

(Thousands of Dollars) 
Operating revenues ............................ $220,568 $217,588 1.4 
Operating expenses ............................ $185,770 $183,982 1.0 
Net operating income.......................... $ 34,798 $ 33,606 3.5 
Earnings on common stock ...................... $ 21,488 $ 20,038 7.2 

Electric sales to consumers (mwh) ................ 2,267,000 2,202,000 3.0 
Average use per residential customer (kwh) ......... 6,471 6,474 (0.1) 
Electric system one-hour net peak demand (kw) ..... 519,000 513,000 1.2 
Electric customers in service - year end........... 112,374 111,054 1.2 
Cooling degree-days (Normal = 467) . . 629 524 20.0 

Gas sales to consumers and transported (therms) ..... 155,794,000 171,716,000 (9.3) 
Average use per residential heating customer (therms) . 1,006 1,162 (13.4) 
Gas system peak day (therms) .................... 1,330,000 1,475,000 (9.8) 
Gas customers in service - year end.............. 87,331 84,556 3.3 
Heating degree-days (Normal = 7,642) 6,688 7,784 (14.1) 

(Thousands of Dollars) 
Investment in plant ............................ $613,809 $594,138 3.3 
Total capitalization (including interim loans) ........ $318,193 $336,095 (5.3)
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Emplovees - year end .. .......... 770 812 (5.2)
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To Our Shareholders
I In the past, we have commented on the mutually 

beneficial partnership between MGE and the commu
nities we serve. We are pleased to report that your 
company and the communities in our area prospered in 
1990 despite uncertainties about world affairs and the 
nation's economy.  

Earnings Rise Earnings on MGE common stock 
were $3.06 per share in 1990, an increase of nearly 
5% over the $2.92 earned in 1989. The 1990 earnings 
are a company high, surpassing the $3.04 per share 
earned in 1985.  

The higher earnings were achieved because 
of continuing growth in the number of customers we 
serve, increased retail electricity sales and successful 
efforts to control operating expenses.  

Dividend Increased Your board of directors 
increased the quarterly dividend on your common stock 
by 1 cent per share in September, raising the annual 
dividend rate to $2.60. This was the 10th consecutive 
September in which your dividend has been increased.  

At the stock price of $33.50 on Dec. 31, 1990, 
the current dividend produces a 7.8% yield.  

Financial Condition Remains Strong The fol
lowing indicators show our financial strength: 
" Highly rated securities - Our bonds and commercial 

paper continue to be rated highly, exceeding utility 
industry averages. There were no changes in the 
ratings in 1990.  

" Internalfunding for construction -We project 1990-92 
construction expenditures below those in 1987-89. In 
1990, construction expenditures were $23 million, 
down from the $34 million average of the previous 
three years. All of the 1990 construction expenditures 
were generated internally 

Construction expenditures for 1991 and 1992 
are expected to be slightly higher than the 1990 level.  
We have been able to control these expenditures 
while maintaining our historically high levels of 
electric and gas system reliability and safety.  

Significant economic growth in our service 
area in recent years has meant load growth for MGE.  
Economists predict that growth in our service area 
will be above average for Midwestern utilities. To 
serve that growth, we are proposing to install two 
natural gas-fired combustion turbines to provide new 
electric generation peaking capacity in 1996. Despite 
the need for new peaking capacity, we are committed
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Frank C. Vondrasek (seated), Donald J. Helfrecht 

to holding capital expenditures to a level that can be 
substantially generated internally.  

Our construction program will more than 
adequately meet the needs of all customers as our 
economy expands.  

" Capitalization structure - Our goal is to maintain 
about 50% to 55% equity and 45% to 50% debt.  
On Dec. 31, 1990, equity made up 55% and debt 
was 45%.  

" Stock performance - The consistently good per
formance of our stock the past 18 months is another 
positive indication of MGE's strength.  

Rates Frozen In accord with established procedures 
of the Public Service Commission of Wisconsin 
(PSCW), MGE files for rate adjustments each fall. The 
Commission issues a rate order in late spring, and the 
new rates become effective in June for one year.  

MGE's current gas and electric rates have been 
in effect since June 19, 1990. The PSCW authorized 
a $1.9 million, or 1.3%, increase in annual electric 
revenues over those authorized in June 1989. Annual 
natural gas revenues were decreased $0.9 million, or 

.1%. The amounts authorized are very close to our 
Feb. 19, 1990, revised request for a $1.1 million net 
gas and electric revenue increase.



The PSCW authorized a 13.20% return on 
common equity, which was nearly equal to the 13.25% 
we sought in our revised request.  

Because our cost-containment efforts have more 
than offset the projected 5% inflation rate, we advised 
the PSCW that we would freeze electric and gas rates 
at current levels at least through May 31, 1992. The 
PSCW will rule on this request after reviewing our 
financial records.  

Clean Air Act ChangeS Amendments to the U.S.  
Clean Air Act became law in November. They impose 
stricter sulfur dioxide and nitrogen oxide emission 
controls on fossil-fueled power plants, industrial plants 
and vehicles to limit so-called acid rain. MGE's coal
burning plants are subject to the law, which will go 
into effect in two phases, in 1995 and 2000.  

The first phase will have little effect on MGE 
because the company's compliance with Wisconsin's 

k-cid rain law, effective in 1993, also meets the require
ents of the federal law.  

The second phase will affect all fossil-fueled 
utility plants because of the emissions caps imposed, 
raising the cost of producing electricity. We are investi
gating a number of options for meeting the standards, 
but no decisions have yet been made.  

Cost Containment Succeeding We have taken 
many steps to control costs since initiating a new 
cost-containment program in 1989. These efforts are 
necessary for us to meet our long-term goal of 
maintaining competitive electric and gas rates while 
continuing to provide high-quality services to our 
customers and attractive returns for our investors.  
We are succeeding, as evidenced by our rate freeze 
request.  

Cost-containment measures include: 
" Purchasing some electric power through contracts 

with two non-adjacent Midwestern utilities, thereby 
delaying investment in new power plants; 

" Imposing a hiring freeze and reallocating existing 
positions and responsibilities; 

a Reducing general operating expenses; 
" Entering into an inter-utility agreement for electric 

transmission planning; 
Lowering fuel costs at company-owned electric 
generating facilities; and 

a Using more options in purchasing natural gas at 
competitive prices and storing gas underground during 
off-peak periods.

We initiated a new comprehensive cor
porate performance and cost management program 
in September and continue to review all aspects 
of operations.  

Our dedicated work force deserves much of 
the credit for achieving our cost-containment goals.  
They are responding to the challenge.  

Company and Area Growing MGE continues to 
grow at a steady, manageable pace. Increases were 
achieved in revenues and electricity sales, as well as in 
the number of customers served, in 1990.  

1990 census reports show that Dane County, 
which makes up most of our service area, led all other 
counties in the state in population gained since 1980, 
adding 43,540 people. Included in the total is the city of 
Madison's 20,646 increase, which was the highest for 
any community in the state.  

We set a new one-hour electric peak demand of 
519,000 kw on Aug. 27, 1990, exceeding the previous 
high of 517,000 kw in 1988.  

1990 was also a prosperous year for Wisconsin 
as its strong economy outperformed neighboring states 
and national averages. Dane County leads the state in 
economic growth. This economic vitality is occurring 
throughout our service area, not just in the larger 
communities we serve. As a result, our economy is 
becoming regional in nature, strengthening our position 
for the future because of increased diversity.  

MGE is well positioned to serve the growth of 
our service territory. We have played a major role in 
stimulating and planning for that growth. Many of the 
activities responsible for these significant results and 
future plans are described on the following pages.  

The economic stability of our area, the strength 
of your company, prudent policies and practices, and 
dedicated employees point to a prosperous future 
for MGE.  

Donald J. Helfrecht v 
Chairman and Chief Executive Officer 

Frank C. Vondrasek 
President and Chief Operating Officer 

Feb. 22, 1991
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Madison Gas and Electric 
Company's efforts to 
stimulate and support 

E i economic growth in its 
a * service area continue to 

produce positive results 
for the area and the com

pany despite a national 
economic slowdown.  
The economy in MGE's 
service area, which in
cludes most of Dane 

* County, continues to 
grow steadily, leading 
Wisconsin's economic 
growth and outperform
ing the national economy.  
The growth is diversified, 
both in nature and geo
graphically throughout 
Dane County, further 
strengthening the eco

nomic base for the future.  
At both state and local levels, 

growth is evident. According to 
1990 census data, the state popula
tion has grown 4% (to 4.9 million) 
since 1980, led by Dane County, 
which grew by 13.5% (to 367,085) 
over the same period.  

Much of the population 
growth can be directly attributed 
to the healthy local economy. More 
than 220,000 new jobs were cre
ated statewide during the past 
four years alone. Of that number, 
more than 30,000 were created in 
Dane County.  

The county leads the state in 
full employment, with an average 
unemployment rate during 1990 of 
only 2.5%, well below the national 
average of 5.9%. The state aver
aged 4.3% unemployment for 1990 
and, in September, recorded its 
lowest September unemployment 
levels in 20 years - 3.8%.  

Job growth in the area served 
by MGE is an indicator of the trend 
that has seen Wisconsin rise from 
17th to third between 1987 and 
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1989 as a state favorable for manu
facturing (according to the Grant 
Thornton Study of Manufacturing 
Climates). The state's manufacturing 
growth rate has been three times the 
national average since 1987 and the 
highest in the Midwest.  

Likewise in Dane County, 
manufacturing has been the fastest
growing business sector, with a 
43% increase in jobs since 1981.  

New business incorporations 
increased 10.2% statewide in 1989 
while national figures showed a 
decline. Dane County continues to 
be a leader in the state for new 
business startups.  

MGE stimulates this growth 
and energizes the expanding regional 
economy by: 
" Actively fostering entrepreneurial 

development as well as encour
aging well-established national 
and multi-national businesses to 
locate and increase investment in 
our service terntory; 

" Expanding energy resource 
options to guarantee an ample 
supply of reliable, competitively 
priced energy while controlling 
the costs of providing energy 
and related services; and 

. Helping both residential and 
business customers control their 
energy costs through education 
and incentives to use energy
efficient products and services.  

Energizing Economic Growth 
MGE has become recognized as 
a primary resource for up-to-date 
economic development data and 
analyses relative to its service 
area. Tracking such data helps 
MGE stay ahead in facilities and 
load planning. This also helps to 
accurately focus the company's 
efforts on attracting a diversified 
mix of business development in 
the service area.

During 1990, construction 
activity reached record levels within 
MGE's gas and electric service areas.  
More than $239 million in commercial 
construction was begun during the 
year, including: 
a The new American Family 

Insurance national headquarters 
$80 million, 800,000-square-fo 
headquarters for 3,000 employees, 
in our gas service area; 

mA $25 million, 130,000-square-foot 
addition to St. Marys Hospital; and



Governor Tommy Thompson (right), Wisconsin's chief entrepreneur, meets at the State Capitol with MGE Chairman and CEO 
Donald Helfrecht, a 1990 Wisconsin "encourager of entrepreneurship."

mA $17 million, 200,000-square
foot World Trade Center in 
Middleton, currently 90% leased.  

Since 1987, more than $1 bil
lion in commercial development 
has occurred in the MGE service 
territories. Commercial and indus

Ial construction 
plans in the 

ea indicate that this healthy trend 

will continue, despite contrary 
trends elsewhere around the 
country. MGE's largest customer, 
the University of Wisconsin,

for example, has proposed $225 
million in building projects for 
Madison campus research facili
ties. Pending state approval, some 
of this construction could begin 
during 1991 and continue over the 
next several years.  

Plans also are in motion to 
continue expansion at the UW 
Research Park, within five miles 
of the main campus. With 18 new 
tenants leasing the remaining 
160,000 square feet of available

Research Park facilities in 1990, 
plans are currently under way to 
build four more buildings. The 
planned construction would pro
vide an additional 60,000 square 
feet for future tenants.  

By locating the MGE Inno
vation Center at the Research Park, 
MGE contributed to the success 
of this development. Opened in 
1989 as an incubator for promising 
technology-based firms, the MGE 
Innovation Center achieved full
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occupancy in 1990. MGE helps 
enhance the growth of the Center's 
new businesses by providing mod
em facilities at below-market rents 
and by providing shared office 
equipment and support services.  
Current tenants are: 

Nemapharm Inc - develops 
and applies innovative drug -discovery 
technologies for both agricultural 
and pharmaceutical applications.  

Novagen - produces spe
cialized gene libraries for research.  
It has more than doubled in size 
during its first year and is the 
Innovation Center's largest tenant.  

H l Steudel and Associates 
hic - provides high-level manage
ment and software solutions to 
industries involved with world
class manufacturing.  

Tetrionics Inc. - operates 
an organic-synthetic laboratory 
specializing in production of 
experimental pharmaceuticals.  

Wisconsin for Research
promotes technology transfer and 
economic development, including 
incubators throughout the state, as 
a private, non-profit organization.  

The Wisconsin Center for 
Demand-Side Research - encour
ages more efficient use of energy 
resources in the state. It researches 
public policy issues, planning and 
forecasting practices, energy pricing, 
new technologies and marketing 
issues. Kent Barlow, MGE senior 
vice president - electric systems, is 
its treasurer. It is a non-profit, coop
erative effort of the UW-Madison, 
the Public Service Commission of 
Wisconsin, MGE and four other 
Wisconsin utilities.  

Venture Investors of 
Wisconsin (VIW) - provides day-to
day management of the Center. VIW 
specializes in providing seed and 
venture capital financing to fledg
ling Wisconsin growth companies.

During 1990, VIW strengthened its 
position as a premiere venture cap
italist in the state by merging with 
a Milwaukee investment group.  
MGE is a charter investor in VIW 
and continues to support its efforts.  
G. Howard Phipps, MGE senior 
vice president - finance, serves on 
the VIW board.  

Including the MGE Innova
tion Center, the UW Research Park 
is now home to 34 companies and 
more than 800 employees.  

MGE's support of entrepre
neurial development received 
special recognition in 1990.  
Donald Helfrecht. MGE chairman 
and CEO, was named the state's 
1990 Encourager of Entrepreneur
ship by Inc. magazine and Ernst 
and Young in their annual Entrepre
neur of the Year competition.  
According to the judges, MGE's

support of area entrepreneurs 
has been demonstrated through 
its investments, direct assistance, 
public-awareness activities and 
targeted educational/information 
materials.  

MGE has helped promote 
the technology-based growth in itg 
service territory from 125 firms 
in 1980 to almost 300 in 1990, 
which represents combined annual 
revenues in excess of $1 billion
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When Sub-Zero Freezer Co. undertook a $1.2 million expansion at its Madison manufacturing and office facility, MGE helped the 
company increase the energy efficiency of its equipment and operations. Sub-Zero upgraded its lighting and mechanical control 
systems and installed a computer-based energy management system.

and employment of more than 
11,000 people.  

In collaboration with the city 
of Madison, the company has been 
tracking and promoting this growth 
through The Greater Madison Area 
High Tech Companies Directory, 

w in its fourth year of publica
n. The growing value and visi

ility of the directory are reflected 
by annually increasing requests 
for copies from organizations

worldwide considering relocation 
or expansion.  

As entrepreneurial high-tech 
growth continues, the benefits of 
doing business in Dane County 
are becoming increasingly evident 
to larger corporations as well.  
Furthermore, as more areas of the 
nation experience an economic 
downturn, businesses are seeking 
pockets of stability and finding one 
such region to be Dane County.

An example is Eppendorf 
North America Inc., a growing 
biotechnology equipment manufac
turer whose parent company is based 
in Germany. Contact with MGE 
and the university helped the com
pany change its plans to move to 
California. Instead, the firm has relo
cated to Madison, and moved 
employees from its Fremont, Calif., 
subsidiary to a 10,000-square-foot 
facility in the UW Research Park.
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Other major com
panies that have either 
moved into Dane 
County or increased 
their presence here re
cently include ConAgra, 
Lubrizol, W.R. Grace, 
Philip Morris, Coming 
and Software Publish
ing Corporation.  

MGE's support 
of economic develop
ment extends to work
ing with leaders in all 
the communities it 
serves. This includes 
developing economic 
profiles, publishing 
community resource 
guides and helping 
with other community 
development and chamber of com
merce programs.  

MGE, for example, played a 
key role in helping target down
town development initiatives for 
Lodi, a community MGE serves on 
the Dane/Columbia County border.  
The MGE Economic Development 
Unit worked with the Lodi Chamber 
of Commerce and other village 
leaders to develop and analyze a 
survey of residents' shopping pat
terns, their perceptions of Lodi 
goods and services, and their atti
tudes about the city's downtown 
in general. After the results were 
tabulated, MGE developed and 
published an assessment to help the 
community direct future downtown 
development.  

Managing Supply and Cost 
As economic and population 
growth continues throughout the 
territory served by MGE, the 
company is meeting the resulting 
increased demand for energy 
through aggressive market strate
gies and resource management.

(From left) William Haupt, publisher of 
the Lodi Enterprise; the late Vilas 
Hibbard, who served as mayor of Lodi 
from 1984to 1990; Charlaine Brereton, 
Lodi Chamber of Commerce executive 
director; Phyllis Wilhelm, MGE commu
nity development manager; and Byron 
Wickham, president of the Lodi Chamber.  

A major enhancement that 
improves the reliability, economy 
and efficient management of both 
electric and gas supplies came 
early in 1990 with the completion 
of MGE's computer-based Energy 
Management System (EMS). The 
EMS monitors MGE's electric 
and gas systems, providing system 
operators with more complete 
information about electric and gas 
distribution and electric generation 
and transmission.  

MGE recorded a new peak 
for one-hour electric demand of 
519,000 kw on Aug. 27, 1990.  
This surpassed the previous peak 
of 517,000 kw on Aug. 16,1988.  

For the entire year, retail 
sales of electricity reached a new 
high of more than 2,200 megawatt-

hours. To help meet this demand 
cost-effectively, MGE broadened 
the approach it pursued during 
1989, purchasing power from two 
utilities not directly connected to it.  
These contracts give MGE direct 
access to additional sources of eco
nomic power. Purchased power 
supplied 10% of the company's 
electric power needs during 1990.  

Overall fuel capacity for 
electric generation remains about

I
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Lodi is one of the many communities MGE serves where the company is actively helping foster economic growth. MGE worked with 
Lodi community leaders in developing and analyzing local consumer patterns and planning downtown development. Recent downtown 
development included the new State Bank of Lodi.

65% coal-fired, 15% nuclear and 
20% oil- or gas-fueled.  

To achieve greater generating 
capacity for the future, the company 
has proposed adding two 36,000 kw 
gas-fired combustion turbines 
by 1996.  ) Additional measures were 
aken to improve the efficiency 

of electric services and facilities.  
MGE negotiated an agreement in 
1990 with another utility to coordi-

nate construction of new electric 
transmission facilities. MGE will 
realize a benefit of almost $10 mil
lion. The two companies will share 
the cost of facilities owned by MGE 
but jointly used during recent years.  
They also will work together to 
plan and construct new facilities 
of mutual benefit. The agreement 
does not change customer service 
areas, but will enhance the cost
effectiveness of the transmission

facility upgrades required to serve 
continued growth.  

To maintain its historically 
high levels of reliability and service 
to its growing customer base, MGE 
installed a computerized service
restoration system. The system sig
nificantly enhances MGE's ability 
to respond to outages and restore 
service. Developed by MGE's 
Distribution Planning and Load 
Management Dept., the system

H
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has been in operation since 
January 1990.  

Construction began 
on a direct interconnection 
with Northern Natural 
Gas Co. The new pipeline 
will give MGE competitive 
options for pipeline trans
portation as well as addi
tional flexibility to access 
gas-producing areas of the 
U.S. and Canada.  

To ensure adequate 
supplies of competitively 
priced energy in advance of 
need, MGE increased its 
purchase of firm-storage gas 
on the open market. Buying 
gas at summer prices to meet 
anticipated winter demand, 
the company achieved an 
estimated annual saving 
of more than $2 million.  
Although such savings are passed 
on to customers and do not directly 
affect earnings, they help attract 
more customers and generate 
income through volume sales. This 
helps MGE continue to provide 
reliable, competitive services as its 
base load increases, ensuring a 
reasonable return for the company 
and its shareholders.  

During the last half of 1990, 
MGE received a record number of 
requests for natural gas conversion 
analyses. Inquiries were more than 
double those of the same period in 
1989, largely in response to sharp 
increases in the cost of oil and 
propane after the Iraqi invasion 
of Kuwait.  

Prospects for additional gas 
sales, particularly in multi-tenant 
commercial construction and multi
family units, have improved 
dramatically as a result of a new, 
cost-competitive gas-piping tech
nology that MGE is adopting. The 
reduced diameter and flexibility

Promoting Energy Efficiency 
As MGE gains electric and gas base 
load through area growth, the com
pany continues to promote cost
effective energy conservation and 
the use of energy-efficient electric 
and gas products. Successful market
ing of these products helps reduce 
peak load and better balances use 
of MGE's energy resources.  

Working with MGE cus
tomers to encourage conservation 
and increased use of energy-efficient 
products, the company has thus far 
achieved 9 mw of added savings

compared with anticipated energy 
demand during the last three years.  

An MGE program launched 
in September offering incentives 
and rebates on efficient electric 
lighting products resulted in 
more than 16,000 responses from 
business and residential customers 
Overall customer response to 
MGE's 1990 appliance rebate 
program also exceeded targeted 
goals for helping reduce electric

10
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To encourage residential customers to improve lighting efficiency, MGE works with manufacturers and area retailers to promote 
high-efficiency lighting products. Power Plus coupon booklets and rebate incentives to reduce the initial costs of high-efficiency 
products are offered through company marketing and advertising media and at several area retail locations.

load from air conditioners, 
water heaters and refrigerators.  
These programs promoted the 
efficient use of electricity while 
curbing demand among commer
cial, industrial and residential 
customers by more than 3 mw 

1 uring 1990.  
A pilot conservation com

petition ended in 1990 with MGE 
winning over the competing con
tractor in the rental sector. Results

were based on the amount of 
conservation value realized by 
MGE in relation to the money 
spent to achieve it. MGE earned 
a bonus of $84,000 by attaining 
$2.3 million in conservation value 
to the competitor's $760,000.  

Previously, MGE won 
the small commercial/industrial 
sector of the competition and 
made a strong showing in the 
large commerciallindustrial sector.

To further promote energy 
conservation, MGE co-hosted 
the 1990 Energy Expo. The Expo 
targeted commercial and industrial 
electric and natural gas customers 
who are seeking strategies for 
more efficient and appropriate use 
of energy.  

The Expo also showcased 
energy solutions cooperatively 
developed by MGE and five 
customers: the city of Madison

t IaflP
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I Transportation Department, UW 
Provisions Co., Hazleton Labor
atories, St. Marys Hospital and 
CUNA Mutual Insurance Group.  
As a result of the solutions derived 
from MGE technical support 
and first-cost incentives, the five 
customers expect to achieve a 
combined savings in energy costs 
of more than $150,000 annually.  
In turn, these measures will further 
reduce demand for peak electric 
load from the commercial/ 
industrial base.  

In addition to gas conver
sions resulting from events in 
the Persian Gulf, MGE attained 
added gas load through marketing 
efforts with area businesses. Early 
in the year, for example, a Blue 
Mounds mobile home park con
verted from propane to natural gas, 
as did the school district in nearby 
Barneveld. Combined, these con
versions added more than 100,000 
therms to the annual load.  

Another significant gain in 
load came when MGE helped 
Peavey Grain Co., a commercial 
grain-drying operation of ConAgra, 
decide to install a high-efficiency 
gas dryer at its newest grain-drying 
facility near Arlington. Natural gas 
conversions during 1990 added 
more than 266,000 therms of off
peak load during the corn-drying 
season between mid-Septemberand 
the end of November. In all, crop
drying operations in the MGE ser
vice area contributed 1.3 million 
therms to the company's gas load 
during 1990.  

Energizing Future Growth 
MGE employees continue to serve 
on public and private committees 
working to energize the economy 
and enhance the quality of life in 
the area. For example, Chairman 
and CEO Donald Helfrecht serves

(RAP) won second-place honors 
in the Community Service/Public 
Responsibility category of an 
international competition, the 
1990 Society of Consumer Affairs 
Professionals in Business annual 
awards. RAP works with customers 
to prevent emergency or crisis 
situations, removes communica 
tions barriers between customers 
and the company, and improves 
the ability of customers to make
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on the board of directors of the 
newly formed Future Madison 
Corporation. This non-profit organ
ization will serve as a catalyst to 
provide support for significant 
projects in the community.  

Helfrecht also was chosen 
by Madison Mayor Paul Soglin 
to serve on the Madison Area 
Convention Center Commission.  
This commission will study a pro
posed convention center based 
on a design by Wisconsin archi
tect Frank Lloyd Wright. MGE 
Director Fred Mobs also was 
named to the Commission.  

Several other MGE em
ployees serve on area chambers 
of commerce, plan commissions, 
and other civic and community 
development organizations.  

MGE programs also earned 
national recognition. The company's 
Resource Assistance Program



Peavey Grain Co. significantly reduced its energy costs when MGE helped the company decide to convert its Arlington grain-drying 
operation from propane to natural gas. The 1990 conversion also added more than 137,000 therms to MGE's off-peak load during the 
fall grain-drying months.

their energy payments.  
To help develop a quality 

work force able to meet the chal
lenges of tomorrow's competitive 
economy, MGE presented more 
than $72,000 in scholarships to 33 
area university students in 1990.  

kThirty of the awards were part of 
he company's Felber Scholarship 
program, established by the late 
Edward Felber, former MGE 
chairman, and his wife, Hazel.

Children of MGE employees and 
retirees are eligible. The remain
ing scholarships provide full 
tuitions to minority students who 
reside in MGE's service territory.  

During the past year, MGE 
also served as host to two Soviet 
energy planners, who came to sur
vey energy conservation measures 
being implemented in the U.S.  

By applying its expertise 
in energy services to the area it

serves, MGE continues to help 
energize its expanding economy.  
The company will continue its role 
in helping shape this growth while 
aggressively and effectively pur
suing the many opportunities such 
growth provides. As this growth 
continues, it guarantees that MGE, 
too, will profit from the dynamic 
and diversified economy it serves 
ensuring its shareholders a contin
ued fair return on their investment.

13

I ms6e

I



Responsibility for Finacia Statement 
The management of Madison Gas and Electric 

Company is responsible for the preparation and presen
tation of the financial information in this Annual Report.  
The following financial statements have been prepared 
in accordance with generally accepted accounting prin
ciples consistently applied and reflect management's 
best estimates and informed judgments as required.  

To fulfill these responsibilities, management has 
developed and maintains a comprehensive system of 
internal operating, accounting, and financial controls.  
These controls provide reasonable assurance that the 
Company's assets are safeguarded, transactions are 
properly recorded, and the resulting financial statements 
are reliable. An internal audit function assists manage
ment in monitoring the effectiveness of the controls.  

The Independent Auditors' Report on the finan
cial statements by Arthur Andersen & Co. appears 
on the next page. The responsibility of the independent 
auditors is limited to the audit of the financial state
ments presented and the expression of an opinion as to 
their fairness.

The Board of Directors maintains oversight of 
the Company's financial situation through its monthly 
review of operations and financial condition and its 
selection of the independent auditors. The Audit 
Committee, comprised of all Board members who are 
not employees or officers of the Company, also meets 
periodically with the independent auditors and the 
Company's internal audit staff. The auditors have com
plete access to and meet with the Audit Committee, 
without management representatives present, to review 
accounting, auditing, and financial matters. Pertinent 
items discussed at the meetings are reviewed with the 
full Board of Directors.  

Donald J. Helfrecht 
Chairman and Chief xecutive 0 icer 

G. Howard Phipps 
Senior Vice President - Finance

Ma ement's Dicussion and nalysi of Finacia Condition and Operaions
- '-I

Liquidity and Capital Resources The 
Company's liquidity is primarily affected by the require
ments of its ongoing construction program. During 
1990, over 125 percent of the Company's construction 
expenditures were provided for by internally generated 
cash. Construction expenditures declined $7.5 million 
in 1990 as compared to 1989, while cash generated in
ternally rose $2.9 million. It is anticipated that construc
tion expenditures (including nuclear fuel) will average 
$25 million over the next three years, with internal gen
eration expected to approximate those expenditures.  

The current financial statements report operating 
results in terms of historic cost. Even though the state
ments provide a reasonable, objective, quantifiable 
statement of financial results, they do not evaluate the

impact of inflation. For ratemaking purposes, projected 
normal operating costs include impacts of inflation and 
are recoverable in revenues. However, electric and gas 
utilities, in general, are adversely impacted by inflation 
because depreciation of utility plant is limited to the 
recovery of historical costs. Thus, cash flows from the 
recovery of existing utility plant may, to a certain 
extent, not be adequate to provide replacement of plant 
investment.  

At December 31, 1990, bank lines of credit 
available to the Company were $20 million, a reduction 
from the $30 million available at December 31, 1989.  
The Company was able to reduce the lines because 
of the reduction in short-term debt resulting mainly 
from the sale of $15 million of accounts receivable
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WIdependent Aditors' Report
I I

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

We have audited the accompanying consolidated 
balance sheets and statements of capitalization 
of MADISON GAS AND ELECTRIC COMPANY 
(a Wisconsin corporation) and subsidiaries as of 
December 31, 1990 and 1989, and the related consoli
dated statements of income, retained income, and cash 
flows for each of the three years in the period ended 
December 31, 1990. These financial statements are the 
responsibility of the Company's management. Our 
responsibility is to express an opinion on these financial 
statements based on our audits.  

We conducted our audits in accordance with 
generally accepted auditing standards. Those standards 
require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial state
ments are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting 

Rhe amounts and disclosures in the financial statements.

An audit also includes assessing the accounting prin
ciples used and significant estimates made by manage
ment, as well as evaluating the overall financial state
ment presentation. We believe that our audits provide a 
reasonable basis for our opinion.  

In our opinion, the financial statements referred 
to above present fairly, in all material respects, the 
financial position of Madison Gas and Electric 
Company and subsidiaries as of December 31, 1990 
and 1989, and the results of their operations and their 
cash flows for each of the three years in the period 
ended December 31, 1990, in conformity with generally 
accepted accounting principles.  

ARTHUR ANDERSEN & CO.  
Chicago, Illinois 
February 8, 1991

(see Note Ij.). The bank lines are generally used to 
support commercial paper issued, which represents a 
primary source of short-term financing. The Company's 
dealer-issued commercial paper carries the highest 
ratings of Duff and Phelps, Inc., Moody's Investors 
Service, Inc., and Standard & Poor's Corporation.  

The Company believes that trust indenture 
restrictions will not prevent the issuance of additional 
long-term debt in the foreseeable future. The Company's 
bonds are rated AA- by Duff and Phelps and by 
Standard & Poor's, and Aa2 by Moody's.  

Capitalization ratios are shown at the bottom of 
the Summary of Selected Financial Data on page 27. In 
December, 1990, MGE sold $15 million of its accounts

receivables, as previously mentioned, to decrease short
term debt and to achieve and maintain the Company's 
long-term goal of a common equity level of 50 to 55 
percent. The Automatic Dividend Reinvestment and 
Stock Purchase Plan also helps achieve this goal. The 
Company has the option to issue new shares of com
mon stock or purchase the shares on the open market.  
In March, 1991, MGE plans to start purchasing com
mon shares on the open market. The Company is able 
to do this because of the sale of accounts receivable, 
as mentioned, and because the Company's internally 
generated funds are projected to equal construction 
expenditures.

15
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Management's Discussion and Anaysis of Financial Condition ard Operations
Results of Operations

Electric Revenues Electric retail sales for 1990 
rose 3.0 percent over 1989. The increase in 1990 sales is 
mainly due to customer growth and a warmer summer 
as compared to 1989. On August 27, 1990, demand for 
electricity by our customers during a one-hour period 
reached an all-time peak of 519,000 kw. The previous 
record peak was 517,000 kw in 1988. Cooling degree 
days in 1990 (as measured by the number of degrees the 
mean daily temperature is above 65 degrees Fahrenheit) 
were 20 percent higher than in 1989.  

Total electric revenues increased 6.5 percent in 
1990 as compared to 1989. The increase in electric rev
enues can be attributed to greater sales and an increase 
in electric rates of 5.7 percent granted by the Public 
Service Commission of Wisconsin (PSCW) in June, 
1989, thus in effect for all of 1990. Also, in June, 1990, 
the PSCW granted a 1.3 percent increase in electric rates.  

In 1989, electric retail sales were up 0.5 percent 
from 1988 while total electric revenues were up over 
3 percent for the same time period.  

Gas Revenues Changes in gas sold, transported, 
and delivered, as compared to the previous year, were: 

Retail Gas Total Gas 
Gas Sales Transported Delivered 

Increase (Decrease)

1990 
Million therms ...  
Percentage ......  

1989 
Million therms ...  
Percentage ......  

1988 
Million therms ...  
Percentage ......

(16.4) 
(10)% 

0.9 
1% 

32.6 
25%

0.5 
8% 

1.9 
48% 

(15.1) 
(79)%

(15.9) 
(9)%

The 1990 decrease in gas delivered was due to 
the very warm weather experienced during the first 
quarter and a relatively normal December as compared 
to the very cold December, 1989. Heating degree days 
(as measured by the number of degrees the mean daily 
temperature is below 65 degrees Fahrenheit) decreased 
14.1 percent in 1990 from 1989. The warmer-than
normal first quarter explains why gas revenues 
decreased by 6.5 percent for 1990. Also, in June, 1990, 
the PSCW lowered retail gas rates by about 1 percent.  

Fuel and Gas Costs Electric fuel and purchased 
power expenses, in total, decreased over 2 percent in 
1990 compared to 1989, despite a rise in electric sales of 
3 percent. The major contributing factor was a decrease 
in fuel costs for Columbia (see Note I.e.).  

Natural gas costs decreased 6.4 percent in 1990 
compared to 1989, virtually the same as the decline in 
gas revenues. In 1990 the Company again purchased 
gas in the summer months when prices are generally 
lower. The gas was placed in storage until used during 
the 1990-91 heating season. The savings of storing 
gas purchased at lower prices is passed along to the 
Company's customers.  

Other Operations and Maintenance Expenses 
The combined costs of other operations and maintenance 
decreased in 1990 as compared to 1989. This decrease, 
despite continuing inflation and customer growth, is 
the direct result of the Company's continuing efforts to 
control costs.

Other Items A lower level of commercial paper 
2.8 outstanding throughout 1990 contributed to a decrease 

2% in other interest expense for the year (see Note 2.d.).  
The allowance for funds used during construc

tion has substantially declined in 1990. This is because 
17.5 MGE's lowest level of construction since 1983 reduced 

12% the average construction work in progress during 1990.
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Consoldated Statement of Income 

For the years ended December 31 1990 1989 1988 

(Thousands of Dollars, Except Per-Share Amounts) 

Operating Revenues (Notes lb and 4) 
Electric ............................................... $140,493 $131,961 $128,079 
Gas (Note Ih) .......................................... 80,075 85,627 86,244 

Total Operating Revenues.......................... 220,568 217,588 214,323 

Operating Expenses 
Fuel used for electric generation (Note Id) .................... 29,652 29,126 30,175 
Purchased power........................................ 4,091 5,608 4,437 
Natural gas purchased for resale (Note I h) .................... 49,700 53,073 56,465 

Other operations ........................................ 48,909 47,934 45,666 
Maintenance ........................................... 11,538 12,588 10,954 

Straight-line depreciation and amortization (Note If) ............ .. . 22,098 19,878 18,231 
Income tax items (Note I g) 

Deferred taxes ...................................... 2,528 2,720 3,629 
Current federal income ................................ 8,444 4,998 5,424 
Amortization of investment tax credits ................... (882) (924) (1,019) 
Current state income ............... .................. 2,118 1,674 1,755 

Other general taxes ....................................... 7,574 7,307 7,275 

Total Operating Expenses .......................... 185,770 183,982 182,992 

Net Operating Income .................................. 34,798 33,606 31,331 
Allowance for funds used during construction 

equity funds (Note Ic) ...... ............................ 122 731 1,218 
Other income, net ....................................... 1,307 812 446 

Income Before Interest Expense ..................... 36,227 35,149 32,995 

Interest Expense 
Interest on long-term debt ................................. 12,688 12,757 12,312 
Other interest........................................... 1,593 2,280 934 
Allowance for funds used during construction 

borrowed funds (Note Ic) ................................ (83) (484) (789) 
Net Interest Expense ................................. 14,198 14,553 12,457 

Net Income ..................................... 22,029 20,596 20,538 

Preferred stock cash dividend requirements .................... ... 541 558 576 

Earnings on Common Stock ............................. $ 21,488 $ 20,038 $ 19,962 

Earnings Per Share of Common Stock 
(Average shares outstanding - 7,020,157, 

6,860,067, and 6,687,741, respectively) ................. .. . $3.06 $2.92 $2.98 

Fhe accompanying notes are an integral part of the above statements.
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Consoldated alaie Sheets 

At December 31 1990 1989 

(Thousands of Dollars) 
Assets 
Utility Plant, at original cost (Note Ic) 
In service-Electric (Note le).................................... $443,792 $428,105 

G as............................................... 149,486 143,880 
Gross Plant in Service .................................... 593,278 571,985 

Less-Accumulated provision for depreciation (Note If) ...... (245,427) (226,015) 
Net Plant in Service......................................... 347,851 345,970 

Construction work in progress................................... 1,990 5,618 
Nuclear decommissioning fund (Note If) ......................... .. 18,541 16,535 
Nuclear fuel, net (Note Id) ..................................... 9,351 11,309 

Total Utility Plant ...................................... 377.733 379,432 

Other Property and Investments ... ... ........... 5,290 5,559 

Current Assets 
C ash ....................................................... 1,562 1,429 
Deposits for jointly owned electric power production facilities .......... 2,523 2,535 
Accounts receivable, less reserves of $625 and $679 (Note lj) .......... 4,861 22,972 
Unbilled revenue (Note Ib)..................................... 11,678 12,447 
Materials and supplies, at average cost ............................ 9,357 9,174 
Fossil fuel, at average cost...................................... 8,145 5,047 
Stored natural gas, at average cost ................................... 3,084 3,532 
Prepaid taxes................................................ 5,168 5,177 
O ther prepaym ents ........................................... 1,140 1,371 

Total Current Assets .................................... 47,518 63,684 

Deferred Charges (Note Ig)..................................... 19,793 19,333 

Total Assets........................................... $450,334 $468,008 

Capitalization and Liabilities 
Capitalization (see statement on next page) (Note 2) .................. . $311,981 $307,995 

Current Liabilities 
Preferred stock sinking fund requirements (Note 2b) .................. 100 100 
Maturity of 4%4% First Mortgage Bonds, 1991 Series (Note 2c) ......... 4,012 
Interim loans - commercial paper outstanding (Note 2d) ............... ... 2,100 28,000 
Accounts payable ............................................ 17,765 20,069 
A ccrued taxes ............................................... 5,681 4,977 
O ther (N ote lh).............................................. 10,610 13,845 

Total Current Liabilities.................................. 40,268 66,991 

Other Credits 
Accumulated deferred income taxes (Note Ig) ...................... 75,091 72,649 
Investment tax credit deferred (Note Ig) .......................... .. 16,506 17,395 
O ther ...................................................... 6,488 2,978 

Total Other Credits ..................................... 98.085 93,022 

Commitments and Contingencies (Note 5) 
Total Capitalization and Liabilities ......................... $450,334 $468,008 

The accompanying notes are an integral part of the above balance sheets.
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Consoldated Statement of Cpitalzafion 

At December 31 1990 1989 

(Thousands of Dollars) 

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

Authorized 14,000,000 shares 
Outstanding 7,120,191 and 6,943,403 shares, respectively ............ $ 56,962 $ 55,547 

Amount received in excess of par value ............................ 54,612 50,196 
Retained income ............................................. 58,594 55,210 

Total Common Shareholders' Equity .......................... 170,168 160,953 

Redeemable Preferred Stock, cumulative, $25 par value, 
authorized 1,223,000 and 1,231,000 shares, respectively (Note 2b) 

Series E, 8.70%, 244,000 and 252,000 shares outstanding, 
respectively, less current sinking fund requirements of $100........... 6,000 6,200 

First Mortgage Bonds (Note 2c) 
4% % , 1991 Series............................................ 4,012 4,012 
9.65% , 1992 Series ........................................... 10,000 10,000 
5.45% , 1996 Series ........................................... 8,000 8,000 . 8%, 1999 Series.............................................. 9,449 9,987 

% % ,2001Series............................................ 11,807 11,971 
9%/% , 2004 Series............................................ 17,265 17,379 
9% % , 2005 Series............................................ 22,199 22,314 
6 A%, 2006 Series, Pollution Control Revenue Bonds, 

principal amount $8,780, less construction fund of 
$1,368 and $1,266, respectively .............................. .. 7,412 7,514 

10.60%, 2012 Series, Industrial Development Revenue Bonds .......... ... 25,000 25,000 
9V4% ,2016Series............................................ 25,000 25,000 

First Mortgage Bonds Outstanding .............................. 140,144 141,177 
Maturity of4%%, 1991 Series .................................. (4,012) 
Unamortized discount and premium on bonds, net ................... .. (319) (335) 

Total First Mortgage Bonds................................. 135,813 140,842 

Total Capitalization ...................................... $311,981 $307,995 

Consoldated Statement of Retained Icome 
For the years ended December 31 1990 1989 1988 

(Thousands of Dollars) 
BalanceBeginningof Year ................................ $55,210 $52,451 $48,865 
Add- Net income ....................................... 22,029 20,596 20,538 

Deduct -Cash dividends on common stock ................... (18,104) (17,279) (16,376) 
Preferred stock cash dividend requirement ............. (541) (558) (576) 

alance End of Year .................................. $58,594 $55,210 $52,451 

The accompanying notes are an integral part of the above statements.
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Consoldated Statements of Cash Flows

For the years ended December 31 

(Thousands of Dollars) 

Operating Activities 
Net income ........................................  
Income items not affecting working capital 

Depreciation and amortization ............................  
Deferred taxes ...................................  
Amortization of nuclear fuel .........................  
Amortization of investment tax credits ..................  
Allowance for funds used during construction -equity funds ....  
Other ...........................................  

Net Funds Provided from Operations ..............  

Changes in working capital, excluding cash
Special deposits ............  
Accounts receivable ........  
Unbilled revenue...........  
Materials and supplies.......  
Fossil fuel................  
Stored natural gas ..........  
Prepaid taxes..............  
Other prepayments .........  
Accounts payable ..........  
Accrued taxes .............  
Other current liabilities ......

Other noncurrent items, net ............................  

Cash Provided by Operating Activities .............  

Financing Activities 
Common stock issued ...............................  
Cash dividends on common and preferred stock .............  
Sale of first mortgage bonds ...........................  
Maturity of 4%% First Mortgage Bonds, 1988 Series ..........  
Decrease in preferred stock and bonds outstanding ............  
Increase (decrease) in interim loans......................  

Cash Provided by (Used for) Financing Activities .......  

Investing Activities 
Additions to utility plant and nuclear fuel ..................  
Allowance for funds used during construction - borrowed funds ...  
Increase in nuclear decommissioning funds................  

Cash Used for investing Activities ................  

Change in Cash (Note 6) ..................................  
Cash at Beginning of Period ...............................  
Cash at End of Period ....................................

The accompanying notes are an integral part ot the above statements.
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1990 

$ 22,029 

22,098 
2,528 
3,780 
(882) 
(122) 
(250) 

49,181

12 
18,111 

769 
(183) 

(3,098) 
448 

9 
231 

(2,304) 
704 

(3,235) 

4,479 

65,124 

5,831 
(18,645) 

(1,233) 
(25,900) 

(39,947) 

(22,955) 
(83) 

(2,006) 

(25,044) 

133 
1,429 

$ 1,562

1989 

$ 20,596 

19,878 
2,720 
3,222 
(924) 
(731) 
683 

45,444 

(328) 
(1,853) 
(2,216) 

(972) 
(1,514) 
(3,532) 

899 
(37) 
775 
856 

4,729 

(1,346) 

40,905 

5,232 
(17,837) 

(1,179) 
6,250 

(7,534) 

(30,881) 
(484) 

(1,443) 

(32,808) 

563 
866 

$ 1,429

1988 

$20,538 

18,231 
3,629 
2,652 

(1,019) 
(1,218) 

(62) 
42,751 

226 
(151) 
(593) 
(996) 
720 

(423) 
82 

1,214 
436 

1,293 

(6,743) 

37,816 

5,123 
(16,952) 
10,000 
(6,503) 
(1,149) 
10,750 

1,269 

(36,984) 
(789) 

(1,577) 

(39,350) 

(265" 
1,131 

$ 866

. . . . . . . . . . . . . . . . .  

.................  

.................  

.................  

.................  

.................  

.................  

.................  

.................  

. . . . . . . . . . . . . . . . .



Notes to Consoldated Fhiancial Statements 
December 31, 1990, 1989, and 1988 

I Summary of Significant Accounting Policies 

The consolidated financial statements reflect the 
application of certain accounting policies described in 
this note.  

Certain 1989 and 1988 amounts have been reclas
sified to conform with the Federal Energy Regulatory 
Commission (FERC) Chart of Accounts adopted by the 
Public Service Commission of Wisconsin (PSCW) on 
January 1, 1990. Such reclassifications primarily relate 
to income taxes and contributions in aid of construction.  

a. Basis of consolidation The financial statements 
include the accounts of the Company and its subsidiaries.  
All significant intercompany accounts and transactions 
have been eliminated in consolidation.  

b. Revenue recognition The Company records 
billed revenue on the basis of service rendered.  

c. Utility plant Utility plant is stated at the original 
cost of construction, which includes indirect costs consisting 
of payroll taxes, pensions and other fringe benefits, admin
istrative and general costs, and an allowance for funds used 
during construction (AFUDC).  

AFUDC represents the approximate cost of debt 
and equity capital devoted to plant under construction. The 
Company presently capitalizes AFUDC at a rate of 11.15 
percent on 50 percent of construction work in progress.  
The portion of the allowance applicable to borrowed funds 
is presented in the Consolidated Statements of Income as 
a reduction of interest expense, 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 ratemaking process 
over the service lives of the related properties.  

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

d. Nuclear fuel The cost of nuclear fuel used for 
electric generation is being amortized to fuel expense and 
recovered in rates based on the quantity of heat produced 

r the generation of electric energy by the Kewaunee 
clear Plant (Kewaunee). Such cost includes a provision 

r estimated future disposal costs of spent nuclear fuel.  
The Company currently pays disposal fees to the Department 
of Energy based on nuclear generation. The Company has

recovered through rates and satisfied its entire fuel disposal 
liability for past nuclear generation.  

e. 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 Kewaunee. Each 
owner provides its own financing and reflects its 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, and the related 
accumulated depreciation reserves at December 31, were 
as follows (in thousands of dollars):

Columbia 

1990 1989 
Utility Plant.. $85,122 $84,784 
Accumulated 

Depreciation (34,846) (32,793) 
Net Plant .... $50,276 $51,991

Kewaunee 

1990 1989 
$53,661 $52,853 

(25,981) (24,515) 
$27,680 $28,338

f. Depreciation Provisions at composite straight
line depreciation rates, excluding decommissioning costs as 
discussed below, approximate the following percentages of 
the cost of depreciable property: electric, 3.5 percent in 
1990 and 3.2 percent in 1989 and 1988; gas, 3.6 percent in 
1990 and 3.5 percent in 1989 and 1988. Depreciation rates 
are approved by the PSCW and are generally based on the 
estimated economic lives of property.  

External trust funds have been established for costs 
associated with the future decommissioning of Kewaunee.  
It is estimated that the Company's share of decommis
sioning costs will be $118.6 million at the time of future 
decommissioning. Decommissioning costs, recovered 
through rates, are currently $1.3 million annually.  

g. Income taxes 
(1) The eligible investment tax credit is amortized 

over the service lives of the related property. Deferred 
income tax expense results principally from property
related timing differences due to different depreciation 
methods and lives used for income tax and financial report
ing purposes. Cumulative income tax timing differences, 
on which the Company has not provided an amount 
equivalent to the estimated reduction in income taxes,
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Notes to Consoldated Financial Statements
approximate $13.7 million at De 
income taxes payable in the futu 
such timing differences will be r 

(2) The effective income 
dividing the total federal and sta 
by net income before taxes. The 
vision, including amounts record 
$12,172,000, $7,159,000, and $9 
and 1988, respectively. The reco 
federal income tax rate is as foll 

Effective income tax 
rate as computed ......  

Restoration of investment 
tax credit ............  

State income taxes, 
net of federal benefit ...  

Benefit of tax 
rate differential .......  

Adjustment to 
nonoperating taxes .....  

Recovery of tax settlements 
Other differences, net .....  
Statutory federal income 

tax rate ..............

cember 31, 1990. The i. Pension plans The Company has maintained a 
re due to the reversal of contributory defined benefit plan and a noncontributory 
ecovered in future years. defined benefit plan for substantially all nonsalaried and 
tax rates are computed by salaried employees, respectively. The pension benefit 
te income tax provision formula used in the determination of pension costs is based 
total income tax pro- upon the average compensation earned during the last five 
ed in other income, was years of employment for the salaried plan and career earn
,949,000 in 1990, 1989, ings for the nonsalaried plan subject to a monthly maximum.  
nciliation to the statutory The Company's funding policy is to make such con
ows: tributions as are necessary to finance the benefits provided 

under the plans. The Company's contributions meet the 
1990 1989 1988 funding standards set forth in the Employee Retirement 

Income Security Act of 1974 (ERISA). Ratemaking prac
35.6% 25.8% 32.9% tice has historically allowed the accrued pension funding 

amount in rates. The Company has recorded 1990 pension 
2.6 3.3 3.4 costs equal to the funding amount. The funding amounts 

were $1,040,000 in 1990, $684,000 in 1989, and $785,000 
(3.7) (3.2) (3.4) in 1988. Of these amounts, $865,000, $573,000, and 

$689,000 were charged to operating expenses for the years 
1.8 3.3 1.6 1990 through 1988, respectively. The plans' assets consist 

primarily of pooled funds invested with the Prudential 
- 3.0 - Asset Management Group.  

(1.6) - - The funded status of the plans under SAS 
(0.7) 1.8 (0.5) No. 87 is as follows (in thousands of dollars):

34.0% 34.0% 34.09%

At December 31:

After 1991 the Company will be required to adopt 
new accounting and reporting standards set forth in State
ment of Financial Accounting Standards (SFAS) No. 96 
relating to income taxes, as amended by SFAS No. 103.  
The Company believes that the effect of adopting SFAS 
No. 96 will be primarily limited to certain balance sheet 
reclassifications with no significant effect on net income.  

(3) As of December 31, 1990, the Company has 
recorded $2 million in deferred charges representing net 
payments made for income tax settlements from prior 
years. This amount is being recovered in rates through 
income tax expense over a three-year period.  

h. Gas refunds In December, 1989 the Company 
received a $4.3 million refund from ANR Pipeline 
Company, relating to an ANR rate case settlement. The 
Company recorded the refund as a current liability and 
made corresponding refunds to its customers beginning 
in February, 1990. Also, gas revenues and natural gas costs 
were both reduced by $4.3 million in December, 1989.

Fair value of plan assets ........  

Actuarial present value of benefits 
rendered to date - Accumulated 
benefits based on compensation 
to date, including vested benefits 
of $25,888 and $24,081, 
respectively ...............  

Additional benefits based on 
estimated future salary levels 

Projected benefit obligation .....  

Plan assets less than projected 
benefit obligation ..........  

Unrecognized net asset at date of 
initial application ...........  

Unrecognized net loss .........  
Unrecognized prior service cost . .  
N et liability .................

1990 1989 

$29,999 $28,865 

26,308 24,254

6,127 
32,435

6,141 
30.395

(2,436) (1,530)

(194) 
962 

1,541 
$ (127)

(232) 
4 

1,65q 

$ (10
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Components of net pension co 
December 31 (in thousands of 

Service costs (benefits 
earned during the period) 

Interest costs on projected 
benefit obligation ......  

Actual return 
on plan assets .........  

Net amortization 
and deferral ...........  

Regulatory effect based 
on funding ............  

Net pension costs ........  

The net pension costs a 
and 1988 were based on an ass

sts for the years ended plan for the years 1990, 1989, and 1988 were $168,000, 
dollars): $158,000, and $144,000, respectively.  

The Financial Accounting Standards Board has 
1990 1989 1988 issued SEAS No. 106, Employers' Accounting for 

Postretirement Benefits Other Than Pensions. The 
$1,162 $ 842 $ 670 Company plans to adopt this statement in 1993. This state

ment will require accrual of postretirement benefits (such 
2,223 2,028 1,899 as health care benefits) during the years an employee pro

vides services. The costs of these benefits are currently 
(861) (3,636) (2,341) expensed on a pay-as-you-go basis. The impact of this new 

statement has not been fully determined, but the change 
(1,673) 1,450 355 likely will result in significantly greater expense being 

recognized for provision of these benefits. The Company 
189 - 202 expects that the increased benefits expense will either 

$1,040 $ 684 $ 785 be recovered currently through rates or that a regulatory 
- - asset will be recorded to reflect amounts to be recovered 

through rates in the future as the costs are paid. This 

t December 31, 1990, 1989, statement should not have a significant impact on the 
umed long-term rate of Companys financial position or results of operations.

turn on plan assets of 9.0 percent, a weighted average dis
unt rate of 7.5 percent in 1990 and 8.25 percent in 1989 

and 1988, and an assumed rate of increase in future com
pensation levels of 5.0 percent in 1990 and 6.0 percent in 
1989 and 1988.  

In addition to the noted plans, the Company also 
maintains a defined contribution 401(k) benefit plan for 
salaried employees. The Company's costs of the 401(k)

i. Accounts receivable On December 17, 1990, 
the Company sold $15 million of accounts receivable, with
out recourse, to a wholly-owned subsidiary of The First 
National Bank of Chicago. The proceeds from the sale were 
used to reduce short-term debt. All billing and collection 
functions remain the responsibility of the Company. Costs 
and fees associated with the sale program will be recorded 
as other operating expenses.

2. Capitalization Matters

a. Common stock Pursuant to the Company's 
Automatic Dividend Reinvestment and Stock Purchase 
Plan, 176,788 shares of common stock were issued in 1990 
and 151,308 shares were issued in 1989. Allocations of 
proceeds were $1,415,000 in 1990 and $1,210,000 in 
1989 to common stock par value and $4,416,000 in 1990 
and $4,022,000 in 1989 to amounts received in excess of 
mar value.

b. Redeemable preferred stock The Company has 
an obligation to retire 4,000 Series E shares for $100,000 
during each 12-month period ending August I through 
1993. For the 12-month periods ending August 1, 1994 and 
1995, the Company has an obligation to retire 8,000 shares 
for $200,000. Additional Series E shares equal to the annual 
retirement obligations may be retired during any 12-month 
period ending August 1.
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Notes to Consoldated Financial Statements 
c. First mortgage bonds The annual sinking fund 

requirements of the outstanding first mortgage bonds are 
$800,000 in 1991-1994 and $1,000,000 in 1995. The 4/4% 
First Mortgage Bonds, 1991 Series, will be maturing in 
April, 1991, requiring $4 million for retirement. In addi
tion, $10 million will be required to retire at maturity the 
1992 Series First Mortgage Bonds. As of December 31, 
1990, the Company had satisfied its 1991 bond sinking 
fund requirements.  

d. Notes payable to banks, commercial paper, and 
lines of credit For short-term borrowings, the Company 
generally issues commercial paper (issued at the prevailing 
discount rate at the time of issuance) which is supported by 
unused bank lines of credit. Information concerning short
term borrowings is set forth below (in thousands of dollars):

At December 31: 
Available lines 

of credit ..........  
Commercial paper 

outstanding .......  
Bank loans 

outstanding .......  
Weighted average 

interest rate .......  

During the year: 
Maximum short-term 

borrowings (includes 
bank loans) .......  

Average short-term 
borrowings .......  

Weighted average 
interest rate .......

1990 1989 1988

$20,000 $30,000 $27,000

$ 2,100 $28,000 $21,750

$ $ - $

8.35% 8.52% 9.37%

$30,000 $32,000 $24,250 

$17,551 $23,845 $10,868 

8.29% 9.18% 7.92%

*3. Segments of Business 
The table below presents information pertaining to 

the Company's segments of business.  

For the years ended December 31 

(Thousands of Dollars) 
Electric Operations 
Total revenues .................................  
Operation and maintenance expenses................  
Straight-line depreciation and amortization ...............  
Other general taxes ............................  

Pre-tax Operating Income ......................  
Income tax items 

Net Operating Income .  

Construction and Nuclear Fuel Expenditures (Electric) ........  

Gas Operations 
Operating revenues .................................  
Revenues from sales to electric utility ...................  

Total Revenues .............................  
Operation and maintenance expenses................  
Straight-line depreciation and aiortization .............  
Other general taxes ............................  

Pre-tax Operating Income ......................  
Income tax items ..............................  

Net Operating Income .........................  

Construction Expenditures (Gas) ..................

Information regarding the distribution of net assets 
between electric and gas is set forth on page 27.

1990 

$140,493 
79,049 
16,902 
6,027 

38,515 
10,702 

$ 27,813 

$ 17,512 

$ 80,075 
867 

80,942 
65,708 

5,196 
1,547 
8,491 
1,506 

$ 6,985 

$ 5,443

1989 

$13 1,961 
79,643 
14,967 
5,777 

31,574 
6,321 

$ 25,253 

$ 24,249 

$ 85,627 
805 

86,432 
69,491 

4,911 
1,530 

10,500 
2,147 

$ 8,353 

$ 6,632

1988 

$128,079 
76,888 
13,697 
5,798 

31,696 
7,789 

$ 23,907 

$ 28,602 

$ 86,244 
1,327 

87,571 
72,136 

4,534 
1,477 
9,4 
2,0 

$ 7,42 

$ 8,382
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. Rate Matters 
In June, 1990, the PSCW authorized an increase of 

1.33 percent for electric service and a 1.08 percent decrease 
for gas service. The new rates are designed to increase 
annual electric revenues by $1.9 million and to decrease 
annual gas revenues $0.9 million. The changes were based 
on estimated operations for the test year ending May 31, 
1991, and an authorized return on common stock equity of

5, Commitments and Contingencies 
Utility plant construction expenditures for 1991, 

including the Company's proportional share of jointly 
owned electric power production facilities and purchases 

fuel for Kewaunee, are estimated to be $25.4 million, 
d substantial commitments have been incurred in connec

ion with such expenditures. Significant commitments have 
also been made for fuel for Columbia.  

ANR Pipeline Company (ANR) and Northern 
Natural Gas Company (NNG) are both entering into settle
ments with their gas suppliers concerning provisions of 
take-or-pay contracts that are not being met or the contracts 
are being canceled. An initial filing with FERC was made 
by ANR in December, 1988. ANR made additional take-or
pay filings with FERC in 1989 and 1990. Charges appli
cable to the Company in association with these take-or-pay 
filings are currently estimated to be $7.5 million. The 
charges are to be billed to the Company over a period of

13.2 percent. The PSCW continues to allow a current return 
on 50 percent of construction work in progress.  

In October, 1990, the Company notified the PSCW 
of its intent to hold electric and gas rates to the levels 
authorized in June, 1990, through its next test year which 
ends May 31, 1992. A review is currently being done by the 
PSCW to determine if the Company's request should be 
granted. A decision is expected during the first half of 1991.

five years. NNG made a rate case settlement regarding the 
take-or-pay issue versus making a filing with FERC. NNG 
agreed to a volumetric surcharge on the fee paid for trans
portation gas. The surcharge will be effective over a period 
of five years. The total cost of the surcharge to the Com
pany is not currently known. The PSCW has approved pro
cedures whereby the Company will be allowed the 
opportunity to recover take-or-pay charges in rates.  

The PSCW has assessed a $9 million penalty to 
Wisconsin Power and Light Company (WPL), the operator 
of Columbia (see Note Le.). The penalty relates to the 
alleged imprudent administration and mishandling of a coal 
contract for Columbia. WPL has appealed the PSCW deci
sion. In the opinion of Company management, the ultimate 
resolution of this matter will not result in any material 
adverse effect on the Company's results of operations or 
financial position.

6. Supplemental Cash Flow Information 
For purposes of the Consolidated Statements of 

Cash Flows, the Company considers cash equivalents to be 
cash on hand.  

Cash payments for interest and income taxes 
were as follows for the years ended December 31 
k thousands of dollars):

1990 1989 1988
Interest paid, net of 

amounts capitalized ... $13,682 
Income taxes paid ...... $ 9,647

$14,576 $12,430 
$ 1,655 $ 9,160

U
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- uarterly Summary of Operatmis and Stock Pfices
Quarters Ended (Unaudited) (1)

(Thousands of Dollars, Except Per-Share Amounts) 
1990 
Operating Revenues: 

E lectric . .. . . .. .. . . . . .. .... . . .. ... ........ ..  
G as . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T otal . . .. . . .. . . .... . . ... .. ...... .....  
Operating Expenses ............................  

Net Operating Income ........................  
Interest, Preferred Dividends, and Other ............  

Earnings on Common Stock................  

Earnings per Common Share .....................  
Dividends Paid per Common Share (3) .............  

Price per Common Share (4)-High ...............  
- LOw ................  

1989 
Operating Revenues: 

E lectric . .. . .. . . . .. . . .... . . ... .. ....... .....  
G as . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T o tal .. .. . . . . .. .... . .. .. ... ... ..... ..  
Operating Expenses ............................  

Net Operating Income ........................  
Interest, Preferred Dividends, and Other ............  

Earnings on Common Stock....................  

Earnings per Common Share (2) ..................  
Dividends Paid per Common Share (3) .............  

Price per Common Share (4)-High ...............  
-LOw ................  

Notes: 
(1) The quarterly results of operations within a year are 

not comparable because of seasonal and other factors.  
(2) The sum of earnings per share of common stock for 

any four quarterly periods may vary slightly from the 
earnings per share of common stock for the equivalent 
12-month period due to the effect of rounding each 
quarterly period separately.  

(3) There were 15,540 shareholders as of February 1, 1991.  
There currently are no restrictions on the Company's

March 31 

$32,129 
33,751 
65,880 
56,984 

8,896 
3,364 

$ 5,532 

800 
640 

$35 , 
31 

$29,655 
40,667 
70,322 
60,947 
9,375 
3,230 

$ 6,145 

900 
620 

$35 V2 
29%/

June 30 Sept. 30

$32,960 
11,994 
44,954 
39,217 

5,737 
3,507 

$ 2,230 

320 
64 0 

$33 
31 

$29,661 
11.814 
41,475 
36,600 

4,875 
3,519 

$ 1,356 

200 
62 

$37 V2 

33

$42,122 
7,218 

49,340 
39,159 
10,181 
3,550 

$ 6,631 

940 
650 

$34 
31 

$40,023 
7,057 

47,080 
37,917 

9,163 
3,364 

$ 5,799 

840 
640 

$36 
34%/

Dec. 31 

$33,282 
27,112 
60,394 
50,410 

9,984 
2,889 

$ 7,095 

$1.00 
65o 

$34'4 
31/ 

$32,622 
26,089 
58,711 
48,518 
10,193 
3,455 

$ 6,738 

970 
640 

$353/ 
344

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 and is included in the 
National Association of Securities Dealers, Inc.  
(NASD), National Market System. The range of 
prices is as quoted by the NASD Automated 
Quotation System.

26



F-

Sumarv of Selected Financial Data
1990

(Thousands of Dollars, Except Per-Share Amounts) 
Electric Operating Revenues 
R esidential ................................  
Commercial power and lighting .................  
Industrial power and lighting ...................  
Street and highway lighting and public authorities ...  
O ther utilities ........................... ...  
M iscellaneous ..............................  

Total Electric Revenues .....................

$ 49,338 
72,984 

7,464 
8,848 
1,238 

621 
$140,493

Gas Operating Revenues 
Residential................................. $ 44,913 
Com m ercial ................................ 28,487 
Industrial .................................. 1,599 
Interruptible boiler fuel (includes "Best Efforts") .... 4,621 
Gas transport, net............................ 397 
M iscellaneous .............................. 58 

Total Gas Revenues ........................ $ 80,075 . ome, Earnings, and Dividends 
et incom e................................. $ 22,029 

Earnings on common stock.................... .. $ 21,488 
Earnings per average common share ............. .. $3.06 
Cash dividends paid per common share ........... .. $2.58 

Assets (year end) 
Electric .................................... $331,609 
G as ....................................... 104,270 
Assets not allocated ......................... .. 14,455 

Total.................................... $450,334

Internal Generation of Cash 
Total cash used for construction 

expenditures and nuclear fuel ..................  
Percent generated internally ....................  

Long-term Debt and Redeemable 
Preferred Stock, Net (year end) .................  

Capitalization Ratios (year end) 
Common shareholders' equity ..................  
Redeemable preferred stock* ...................  
Long-term debt*.............................  
Short-term debt (interim loans)..................

$ 22,955 
127.7%

1989 1988

$ 46,152 
68,076 

6,937 
8,853 
1,825 

118 
$131,961 

$ 47,666 
30,630 

1,833 
5,017 

445 
36 

$ 85,627

$ 
$

20,596 
20,038 
$2.92 
$2.52

$316,014 
119,402 
32,592 

$468,008

$ 45,338 
66,028 

6,116 
8,644 
1,574 

379 
$128,079 

$ 46,248 
31,374 

2,125 
6,163 

290 
44 

$ 86,244

$ 
$

20,538 
19,962 
$2.98 
$2.45

$268,216 
88,898 
31,335 

$388,449

1987 

$ 42,987 
65,934 

5,627 
8,992 
1,299 

489 
$125,328 

$ 41,788 
29,942 

2,623 
883 

1,286 
283 

$ 76,805

$ 
$

19,627 
19,034 
$2.90 
$2.39

$249,878 
84,096 
30,741 

$364,715

1986 

$ 41,460 
65,736 

5,818 
9,537 
2,284 

548 
$125,383 

$ 44,349 
33,700 

3,481 
2,665 

470 
299 

$ 84,964

$ 
$

19,796 
18,696 
$2.87 
$2.32

$240,809 
81,858 
30,462 

$353,129

$ 30,881 $ 36,984 $ 32,644 $ 31,409 
84.3% 64.7% 70.9% 71.9%

$141,813 $147,042 $148,206 $139,338 $147,032

53.5% 
1.9 

43.9 
0.7

47.9% 
1.9 

41.9 
8.3

47.4% 
2.0 

43.9 
6.7

47.9% 
2.2 

46.2 
3.7

48.2% 
2.4 

49.4

*Includes current maturities and current sinking fund requirements.
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Future Financial Outook
A Strong Future for MGE This section discusses 

several positive trends that continue to describe MGE. First, 
the Company will be able to continue providing reliable 
electric and gas service through the 1990s and beyond.  
Second, our recession-proof service territory continues to 
be one of steady growth. Finally, our financial measure
ments are expected to remain strong into the future.  

Electric Operations The stable economic 
environment in Madison, due mainly to the concentration 
of governmental, educational, and medical activities, has 
provided years of steady growth in sales of electricity for 
Madison Gas and Electric Company. This is a trend we 
expect to continue into the future. Based partly on this 
trend, MGE has contracted to purchase power into the 
mid- 1990s and plans to add gas combustion turbines in the 
mid and late 1990s to provide additional "peak demand" 
capacity. This will allow the Company to have sufficient 
electric capacity through the 1990s. A new record peak 
electricity demand of 519,000 kw was reached this past 
summer. This peak surpassed the previous one of 517,000 
kw set during the summer of 1988.  

We expect the growth rate of new electric customers 
to be about 1.5 percent per year during the next three years.  
Retail electricity sales are expected to increase at an annual 
rate of about 2.7 percent through 1993.  

Our electric generation mix should continue much 
the same as in the past few years. Production at the highly 
efficient Kewaunee Nuclear 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. Thus, the use of oil and natural gas, which are our 
most expensive sources of energy, will be limited.  

Environmental Issues The Federal Clean Air Act 
as amended in 1990 will have a major impact on many 
electric utilities. However, MGE does not anticipate that 
Phase I of the Act, effective in 1995, will have any major 
impact on our operations. We are also confident that if 
capital investments are required at some future date, the 
PSCW will allow timely recovery of such costs.

Gas Operations A variety of customer growth 
opportunities exist in our natural gas service territory as the 
demand for this clean and efficient fuel grows. We will 
continue to capitalize on these opportunities.  

The 1980s were certainly years of change in the gas 
industry. However, the 1990's should be more predictable.  
Issues involving open-market purchases are being resolved 
and a variety of new customer options have been devel
oped. At MGE, the change in the gas industry has produced 
savings for our customers. We forecast that annual increases 
in customers and sales over the next three years will be 
better than 3.0 percent.  

Earnings Earnings in 1990 were a record $3.06 
per share compared to the $2.92 reported in 1989. We 
anticipate that earnings should remain strong into the future.  
Our continuing efforts to minimize costs, consistent with 
providing quality service, will keep MGE efficient. Also, 
the expected growth in customers, sales, and revenues, as 
set forth above, will strengthen our base. Cost control and 
our expected growth are the factors that in October, 1990, 
allowed MGE to request a rate freeze through May, 1992.  
We expect the PSCW to approve this request.  

The Company intends to continue the practice, 
adopted by the PSCW a number of years ago, of filing for 
annual rate reviews which reflect current costs of operation.  

Dividends The trend of increasing dividends paid 
per share has continued. The Company has raised the 
dividend in September for ten consecutive years to provide 
its investors a fair return on their investment. We will 
continue to maintain a dividend policy which provides a 
return to shareholders while maintaining the value of their 
investment, consistent with the Company's capitalization 
and financing needs.  

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 health of the Company
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Capitalization The Company's current capital 
structure continues to remain strong. During 1990, our 
Automatic Dividend Reinvestment and Stock Purchase 
Plan added $5.8 million to common stock equity. The Plan 
will continue into the future as long as it remains consistent 
with the Company's capitalization and financing needs.  
Starting in March, 1991, MGE plans to obtain common 
shares for the Plan on the open market rather than issue new 
shares of stock.  

During 1990, MGE significantly reduced its short
term debt level. This can be attributed to three factors.  
First, MGE sold a portion of its accounts receivable (see 
Note I .j.), and used the proceeds to reduce commercial 
paper outstanding by $15 million. Second, the Dividend

Reinvestment Plan, as previously mentioned, provided $5.8 
million in funds thus reducing short-term debt requirements 
accordingly. Finally, internal generation, as mentioned 
below (see Construction Program), was greater than funds 
used for construction and nuclear fuel expenditures.  

The Company's goal is to achieve and maintain a 
capital structure of about 50 to 55 percent common equity, 
up to 5 percent preferred stock, and 40 to 50 percent debt.  

Diversification The Company currently has no 
plans to significantly diversify its operations. However, 
we will continue to explore opportunities related to energy 
services which will profitably enhance the Company's 
ability to improve service to our customers.

Construction Program Total construction 
penditures over the next three years are expected to 

average about $25 million annually, a decline of nearly 
20 percent from the average expenditures for the years 
1987 through 1990. The annual construction expenditures 
should continue to be less than 5 percent of our gross 
plant in service. The Company expects that, on average, 
nearly 100 percent of these future expenditures will be 

For the years ended December 31 

(Thousands of Dollars) 
Electric Department 
Production plant...............................  
Transm ission plant .............................  
D istribution plant..............................  
N uclear fuel..................................  

Total Electric .............................  
Gas Department ...............................  
Utility Plant Common to Both Departments ...........  

Total ..............................

financed using internally generated cash. For 1991, between 
90 and 100 percent is expected to be financed internally.  
Through these expenditures the Company will have effi
cient, up-to-date facilities for providing reliable service to 
customers and for meeting their future energy needs.  

Expenditures for construction and nuclear fuel esti
mated for 1991, actual for 1990, and the average for the 
three-year period 1987 to 1989 are shown below.

1991 
Estimated

$ 5,392 
3,900 
7,500 
2,908 

19,700 
4,800 

900

1990

21% 
15 
30 
12 
78 
19 
3

$25,400 100%

$ 1,483 
2,926 

10,167 
2,295 

16,871 
5,069 
1,015

Annual 
Average 

1987-1989

7% 
13 
44 
10 
74 
22 
4

$22,955 100%

$ 5,385 
3,919 

11,921 
3,405 

24,630 
6,706 
2,167

16% 
12 
36 
10 
74 
20 
6

$33,503 100%
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Age 60, Years of Service, 22 

Gary J. Wolter 
Secretary and Corporate Attorney 
Age 36, Years of Service, 7 

Joseph T. Krzos 
Treasurer 
Age 47, Years of Service, 8 

Carol A. Wiskowski 
Assistant Secretary 

Administration and 
Investor Relations 

Age 51, Years of Service, 24 

Beverly R. Duncan 
Assistant Secretary - Corporate Affairs 
Age 59, Years of Service, 40

Seated 
(from left) 
Phipps, Schuh, 
Duncan.  
Standing 
(from left) 
Domek, 
Wiskowski, 
Krzos, Barlow, 
Wolter, Thies.
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Shareholder nfoaon
Shareholder Services MGE welcomes calls for 
information from its shareholders. Please use the toll
free telephone numbers below for questions about 
shareholder accounts, dividend payments, dividend 
reinvestment. lost certificates and stock transfers: 

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

Be sure to notify MGE immediately, in writing, 
when a stock certificate is lost or stolen. Also notify 
MGE when a dividend check is not received within 
10 days of the scheduled payment date and promptly 
when a name or address change occurs.  

If you prefer to write, address correspondence to: 
MGE Shareholder Services 
Post Office Box 1231 
Madison, WI 53701-1231 

General Offices 
133 S. Blair St.  
Madison, WI 
Telephone - (608) 252-7000 
Business hours - 8 a.m. to 4:30 p.m., 
Central Time, Monday through Friday 

Mailing Address 
Post Office Box 1231 
Madison, WI 53701-1231 

Transfer Agent & Registrar 
Harris Trust and Savings Bank 
111 W. Monroe St.  
Chicago, IL 60603

1991 Annual Meeting The annual meeting of 
shareholders will be held Monday, May 6, 1991, at 
2 p.m. at the Holiday Inn-Southeast, 3521 Evan Acres 
Road, Madison, WI (near the I-90 and Highway 12-18 
interchange).  

Stock Listing The common stock of MGE is traded 
over-the-counter (OTC), is reported through the NASD 
National Market System (symbol: MDSN) and is 
quoted in the NASD Automated Quotation System.  
It is listed in most newspaper stock tables as MadGE.  

Dividend Payment Dates Dividends on the 
company's common stock in 1991 are expected to be 
paid quarterly on or about the 15th of March, June, 
September and December.  

The record date for dividend payments is usually 
the first day of the payment month. I 

Dividend Reinvestment/Stock Purchase Plan 
The MGE Automatic Dividend Reinvestment and Stock 
Purchase Plan is available to all shareholders, employees 
and customers of MGE.  

Quarterly dividends are automatically reinvested 
in shares of MGE common stock. Participants may 
make optional cash payments of $10 to $3,000 each 
quarter to purchase shares of MGE common stock.  

For more information, contact MGE Shareholder 
Services to receive the plan prospectus. An offer to sell 
common stock can only be made through the prospectus.  

Reports Available Upon request, the company will 
furnish to any shareholder a copy of its 1990 annual 
report on Form 10-K as filed with the Securities and 
Exchange Commission.  

A Statistical Supplement to this annual report 
to shareholders, containing additional financial and 
operating data, also is available to shareholders.

@ This entire report is printed on recycled paper.
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The Area We Sere

Electricity Service MGE provides electricity ser
vice in Madison and surrounding communities in Dane 
County. The population in the electric service area is 

ore than 244,000. Electricity is supplied primarily by 
Kewaunee Nuclear Plant, northeast of Madison 

n Lake Michigan; the Columbia Energy Center, near 
Portage, Wis.; and the Blount Station and several com
bustion turbines located in the Madison area.

Natural Gas Service MGE provides natural gas 
service in Dane, Columbia and Iowa counties. The 
population in the gas service area is nearly 308,000.  
MGE purchases gas from ANR Pipeline Co., Northern 
Natural Gas Co. and other sources for distribution 
to customers. The company also contracts with some 
customers to purchase and transport gas for them.
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