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HIGHLIGHTS '

{In milllions. except per shure amounts)

CoMmmon S1oca Daia
Earnings Per Share

Utihiy Opetations ..........iiwmmiidisin

Diversitied Activities
Totl i vuniti

Balrimore Gas and Electric Company and Subsidiaries

1990

.8 L

Diviclonstl OOl TT BRRIE oot

Average Shares Outstanding .

Retut:. on Average Common Bguity oo

Book Value Per Share-Year End ...

Market Price Per Share-Year End Close.

Financial Dara
Revenues

A8

$ 210
$ 210
K24
8a%

. 82487

Diversified Activities ...

R o | e st oatlh IR R e i A T e i e s v

Net Income. o

Earnings Applicable to Common Stock o

Assers

R e A SR e

o BIRRESCrE

Utility Construction Expenditures .o

BO&E Investment in

Constellation Companies ...

Utirry Sairs Dara

Electric Sales-megawatthours.......oon
Gas Sales—dekatherms ..o

28

§1.684
373
102

$2,159

.83 213

$ 173

$5.669
1,04)

56,710
$ 535

$ 283

102.6

1989

§ 281
24
$ 305
$ 2075
800
12.6%
2491
34l

24.8
110.7

*Includes a provision for possible fuel cost disallowance and the effects of the accounting

change for unbilled revenues

OnN Our COVER

Percent
Change

(31.7 %
(25.0)%
(31.1)%
1.2 %
A0 %

(0.2)%
(18.R)%

10,9 %
(9.31%
392 %
7.7 %
(22.8)%
{29.1)%

101 %
245 %

12.1 %
19.7 %
0.5 %

(0.7)%
(7. 1%

Anniversaries are a time tor reflection on the past — nostalgia for “the good old days” makes us
lang for & time when life seemed simpler. But this look into "BG&E s atric” reminds us how
sometimes difficult it was to cook our food, clean our clothes and homes, and keep ourselves
warm. These artifacts vepresent attempts to make life easier than it had been “in the good old
days.” Gas and electric appliances wok the drudgery out of daily household chores. Many of
these items — gas space heaters, gas irons, refrigerators, and stoves -~ were sold in BG&E's
merchandise stores over the years. The drawings, merers, and equipment were found in collec:
tions throughout the Company. Some items are actually from our “attic,” but many were lent for
the photograph by employees and customers. We hope you enjoy reminiscing in BG&E's attic;

a corded key identifying these artifacts appears inside our back cover.
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Earnings and Dividends Declared
Per Share of Common Stock

$1.50

$5.00

-
zn

1981 wk: K- mh

i Farnings (Consolidated

DR ()iidends Declared

Earnings (Consolidated)
$1.8¢ SLOM sL4R LY

Dividends Dedared

$L33% S S0 $1.5

Return on
Average Common Equity
Devvent

10

”lll
] | l
i) .

1986 1987 8% 1989 109

Actual

FINANCIAL REVIEW

} ARNING,
Consolidated carnings per shate for 1990 were $2.10 , a decline of 51% from the $1.05 carned in
1989. This decline resulted from lower earnings from both BG&E's utility business and its

diversified business activities, Farnings per share are summarized below

1990 1989
Utility operations $1.92 $2.81
Diversified actrvities A8 24
[otal $2.10 $1.04

['he decline in the utiliny's 1990 earnings was primarily
the result of higher operations and maintenance expenses
particularly at the Calvert Cliffs Nuclear Power Plant
higher financing costs, and the effects on sales of less favor
able weather as cornpared to last year, Aiso contributing to

lower utiliry carnings were increased costs H‘xulllny‘ trom

#2150 the purchase of additional generating capacity and trom
4,00 lower sales of high voltage transmission capability. Finally,
Sk the 1990 decline reflects the recording of a provision tor
$1.00 the possible disallowance of cerain replacement energy
costs. The decrease in unility earnings was partially oftset
9 , by the eftect of the change in the Company'’s accounting

is

086 18 1988 1989 1990 palicy tor unbilled revenues
Earnings trom diversified activities represent primarily
the results of operations of Constellation Holdings, Inc
and its subsidiaries. The decline in Consteliation’s 1990
earnings was due to sottness in the real etate market and
LK Sl 47 W g2 lower earnings trom financial investments
Duiring 1990, common stack dividends were declared
at the quarterly rate of §214 cents per share, equivalent to
an annual rate of $2.10 per share

RATE MATTERS

On December 17, 1990, the Public Service Commussion of Maryvland (Marviand
Commission) issued an order authorizing Baltimore Gas and Electric Company an
immediate electric base rate increase of $77 million annually, equivalent to 4.7% of total
electric revenues. In addition, the Marvland Commission authorized a s124 million base
rate incresse to provide rate recognition for the Company’s investment and operating
expenses at the 640 MW coal-fired Brandon Shores Unit 2 upon that Units commercial
operation in May 1991. This second increase in base rates will be accompanied by a reduction
in the fuel rate to reflect the currently estimated s52 million of expected annual tuel cost
savings res g trom the commercial operation of Brandon Shores Unit 2. The Maryland
C.ommissi so authorized the Company to apply tor a surcharge to base rates tor approx)

mately ss0 million of purchased capacity costs beginning when the expenses are incurred



( .ommon Srock Market

3

() h { ! |
; .
| : .

i
) |
‘ t
bt |
» ) 1
- |

i ) \.' i '
Book Val
‘ by v ‘ "y ' . : j { " i : atket ]\.n-k Rat
| 5\ . ' v
| | !
) \ !.

\ | L | { ' | ]

3 | i A | ) » ;

WA i } } . ;
! 1 LAt
Constructuion b xpenditures
) "

q i\ i ;
‘




W

1828

Dot
1860

o
x






106060

191¢

1910




vears ol
mnl
comp

ST
b‘
"o
5

DOWL

va RO Kl \
ith ol
A, S A '
Y * o
KA
U transn 1) 1 a
1950-19%3
]| { nouv runded and 4 i e BIE R et
B \ Y ATA )
Ot b lad In
’ / KOREAN WA
{ } 1951
) W 14 { | .
) T \ 1



1955

AT THE ANNUAL MES
(W APRIL * i

COUNSOLIDATED WA

IRK HT AND )
Eit | nhase als ncluded YOSt L f el ;:;.‘ } 1] sw h §
PoOwERr COMPANY OF
h'\\'v\.' i RENAMED & H! Mast St {101 ! tdH W " ! 1 A i !
Bal riMORE GA SN n W add 118 W ST ! ! nortt! Istet Dares ot
}

! ki RiC § ) A

' th

l‘)s“ v."\_ wlded by NewW by

BG&E SIGNS A CONTRA { pacit Lty
WITH SYUVEN OTHER ELS |
' t load growtt

'Rl YD RIF RS

{ b 1 nd
FORM THE PENNSYLVANIA Y ’ ;
Niw “' EY-MARYLAY 1 3 ) Ny | hi
"'—\"i‘ FERCONNE 1HON
ONE OF HME WOR
AR { !
NTEGRATED ELECTRHI
POWER PO e.

! \ WA i 1 11

[ § { nron

4 i

et e e - . e ' ' !
o\ |
I HE LA
SURVIVIN A REL : v
GHT IN BALTIMOR! pares t \
EXTING W AUG
14 BY MAYOR THOM
D ALESANDRO, |} ‘
ha uwan [ revt d A } {
P
1904
- 1| ) srovid ) { )
) Uik )
BG&E's NEw CHARLY |
ks : |
A | i ' 1) ) ) (9
CENTER B T
{
ARTH N A Ab 5 { i1 ) § ! §
AN X 164 P { ‘ (' {
i ) ! 4
1964-1975
2L { ) 4 1} X
.S )
1 ! )




1909

1977




1991




20

l||\l\‘
CIPERATING STATISTIOS

11

SELECTED FINANCIAL DATA

[

N
MANAGEMENT'S DISCUSSION

ANALYSI

AN
106
REPORT OF MANAGEMENT

210

REPORT O

INDEPENDENT AUDTORS

o
’

CONSOLIDATED

STATEMENTS OF INCOMI

aHsuE . o LR
‘ CONSOLIDATEL
B ANCE SHLE TS

30
CONSOLIDATED STATEMENTS
s | ] ] ) ,

OF Castt Frows

il

CONSOMIDATED
STATEMENTS OF COMMON
SHAREHOLDERS Fourry

i2

CONSOLIDATED STATEMENTS
OF CAPITALIZATION

34
CONMMIDATED

STATEMENTS OF TAXES

3S
NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

K

CORPORATE AND

——

Uiy OFnCERs

. ey PR 42

: : : BOARD OF DIRECTORS
$O
| L] FILIATHON




Ceas Operating Satist







e A e

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Baltimore Gas and Eleceric Crmpany and Swbsidiaries

The financial condition and results of operations of Baltimore
Gas and Electric Company (BG&E) and Subsidiaries
(collectively, the Company) are set forth in the Consolidated
Financial Statements, Notes to Consolidated Financial

Statements (Nates), Selected Financial Data, and Utility
Operating Statistics sections of this Annual Report. Factors
significantly affecting resules of operations, liquidity, and
capital resources are discussed below,

RESULTS OF OPERATIONS

Earnings

The Company's consolidated earnings per share for 1990 were
$2.10. which represents a decline of $.95 from the 1989 level of
$3.05. The carnings per share are summarized as follows:

A990 1989 1988
Utility business
Current-year Operations ...............cooi.. $1.46 $281 $3.23
Cumulative effect of change in
the method of accounting for
unbilled revenues (see Note 1)........... L
Total utility business .........icovoiininin 192 281 323
Diversified business activities............... R T |

Toul ......... TN W Y SR e N $2.10 $3.05 $347
Utility earnings decreased during 1990 and 189 primarily

as a result of higher operations and maintenance expenses,
pacticularly at the Calvert Cliffs Nuclear Power Plant, higher
financing costs, and the effects on sales of less favorable weather
as compared to the respective prior years. In addition, the
decrease in 1990 reflects increased costs resulting from the
purchase of additional generating capacity and from lower sales

of high voltage transmission capability. Finally, the 1990
decrease re'leces a provision of $35 million, or 28¢ per common
share, for .he possible disallowance of certain replacement
en=2y, costs associated with outages ar Calvert Cliffs (see

Notes | and [1).

Earnings from utiicy operations are affected by the regulavion
of BG&E's rates by the Public Service Commussion of Maryland
(Maryland Commission) and by the effect on sale: of economic
and weather conditions. Expected increases in utility operating
expenses in 1991 will be oftser partially by additional electric
revenues resulting from the electric base rate increases authe.. zed
by the Maryland Commission in December 1990 as discussed
under rility Revenues and Sales below. In addition, there are
currently s seral fuel rate cases pending before the Maryland
Commission, as discussed in Notes 1 and 11, which could
impact future years' earnings.

Diversified business activities, which primarily represent the
operations of Constellation Holdings, inc. and its subsidiaries,
are discussed below

Utility Revonues and Sales

The increases in electric revenucs for 1990 and 1989 are primarily
attributable to higher fuel rate revenues resulang from increased
fuel costs, The increases for both years are summarized below:

1950 1989

(In Millions!
Changes in sales volumes ..., $ (36 $31.2
Increased Dase tates .......ocoviveriimmisissnrss 329 4
Increase’ fuel mates ........covieiiiiinn, 1356 58.1
Toral * icreases in revenues..........o..... L. 81649 $84.7

22

The changes in electric sales volumes were as foliows:

1990 1989
RUBMETIENRY 1157 111 evvnessavioss ines einirsderinstesraciott (.4)% 2.8%
SrOnl CODMMUTRIAL .o viseanricoiminmmacsmmssmmmepirinns 4.8 7.3
Large commercial and industrial....c.... (2.0) 3
g A TR B (ro— (7 A4

Sales to residential and small commercial customers reflect
growth in the number of customers in both years and increased
per capita usage in 1989, In 1990, custumer growth was more
than offser by the effects of warmer winter weather. The decrease
in sales to large commercial and industrial customers in 1990
reflects lower steel production by Bethlehem Steel, which
completed a planned maintenance outage duning 1990,

S



B T T T L T L T gy Sy —

Baltsmore Gas andd Eleceric Company and Subsidbaries

The increased base rates for 1990 reflect the Maryland
Cominission’s December 1989 rate arder and a surcharge
wushorized during 1990 1o recover certain purchased
capacity charges,

Electric revenues are expected to increase in 1991 as a result
of several electric base rate increases authorized by the Maryland
Commission i ts December 1990 rate order. In that onder, the
Maryland Commission authorized an immediate electric b«
rate increase of $77 million annually. In addition, the Maryland
Commission authorized a $124 million base rate increase to
provide rate recognition for BG&E's investment and operating
expenses at Brandon Shores Unit 2 upon that Unics commercial
operation in May 1991, The $124 million increase in base rates
is to he accompanied by a reduction in the fuel rate to reflect the
currendy estimated $52 million of expected annual fuel cost
savings resulting from the commercial operation of that Unit.
The Maryland Commission also authorized BG&E 1o apply for
a surcharge to base rates beginning in October 1991 1o provide
for recovery of approximately $50 million of purchased capacity
costs which will begin to be incurred at that time. Based on
BG&E's financial performance, the Maryland Commission has
agreed to authorize the base rate increase for Brandon Shores
and the surcharge if it determines that BG&E would otherwise

be unable 1o achieve its authorized return,

Gas revenues changed compared ro the respective prior years
as 4 result of the following factors:

990 - 1989
{1n Millions)

Changes in sales volumes..........cocicnes $206) § 4
Decreaset] base tates ....coues cvvecrsinssuivnsnanss (2.8) (6)
Changes in gas cost adjustments............., (1500 268

I e e e e e s e e e e e e e

The changes in gas sales volumes were as follows:

9% 1989
RRR ) s b itk et (9.5)% (.8)%
Small commencial v (7.8) 1.4
Large commercial and industrial .............. (5.9) 22
b 1 e Ly s g e g B S - (2.3 1.1

The decreases in sales to residential and small commercial
customers in 1990 reflect the effects of warmer winter weather
as compared to 1989, The decrease in sale o large commercial
and industrial customers during 1990 reflects lower steel
production by Bechlehem Sieel and decreased utilization of
delivery service by certain large customers. During 1989,
sales 1o large commercial and industrial customers increased
due to greater utilization of delivery service.

The cianges in gas cost adjustments in each year reflect
primarily changes in the price of gas from BG&E's pipeline
suppliers. [n addition, the decrease in 1990 reflects a sertlement
of certain take-or-pay wsues with BG&E's principal gas pipeline
suppliers.

e e e e

Diversified Business Activities

Earnings from Constellation Holdings, Inc., and its subsidiaries
(collectively, the Constellation Companies) declined in 1990
from 1989 and 1988 due to softness in the real estate market
and lower earnings from financial investments.

The Constellation Companies’ real estate development
business has been affected by depressed real estate and economic
markets, resulting in reduced demand for the purchase or lease
of available land, office, and retail space. The inability to
complete anticipated sales of real estate projects has resulted in
increased carrying costs and depreciation, negatively impacting
carnings. Earnings from real estate activities are expected 10
remain depressed as long as the real estare marker remains soft,

The performance of the Constellation Companies’ portiolio
of financial investments has been adversely affected in 1990 by

23

the troubled banking and financial services industries, offset
somewhat by the performance in other parts of the selectively
diversified portfolio.

Earnings from the Constellation Companies’ power
generation projects increased in 1990 over 1989, reflecting a
continuing utilization of energy tax credits from construction of
energy projects and some operating income. Earnings from a
number of the power generation projects are expected to remain
low initally bur then increase. As a result, it is anticipated that
the total earnings of the energy projects will begin to increase in
1993, Energy tax credits remain available through 1991 for
construction of geothermal and solar energy projects.

=L
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. CONSOLIDATED STATEMENTS OF CAPITALIZATION
Biitimons Cias and Flecerss Company and Swbadiarie:

~ Preferred Stnck

. Camulative, $100 par value, 1,000,000 shares authortzed

' Series B, 449%, 222921 shares outstanding, callable at $110 per share
: Secies C, 4%, 68,928 shares outstanding, cullable at $108 pershare oo
1 Series 13, 5.40%, 300,000 shares outstanding, callable at $101 per share oo,

Toral preferred st0ck..co.cooooiiiimiim e e e sy ey

Preference Stock
| Cumulative, $100 par value, 6,000,000 shares authorized
Redeemable nee stock

’ 12%, 1981 Senes A, 68,000 and 136,000 shares, respectively, outstanding ...
1296, 1981 Serica B, 160,000 shares outstanding ... .....cooo i

7.50%, 1986 Series, 500,000 shares outstanding, callable at $107.50 per share
iot w October 1, 1991 and at lesser amounts thereafter.. oo

6.75%, 1987 Series, 500,000 shares outstanding, caliable at $106 7% per share
prior 1o April 1, 1992 and at lesser amounts Itlﬂﬂfu‘f .....................................................
6.95%, 1987 Series, 500,000 share: outstanding....

7.64%, ) 988 Series, 500,000 shares outstanding, callable at $107.64 per share
f mw}dyl 1993 and at lesser amounts thereafter .. SNy
7.80%, 1989 Series. 500.000 shares outstanding. ... AR BTN :
8.25%, 1989 Series, 500,000 shares outstanding. ... ..o IR eI
B.625%, 1990 Series, 650,000 shares outstanding tn 1990,
Current potiion of redeemable preference stock ... ORI P

Toal redeemable preference stock oo Théiskhemorasheisssendenish g g

Prefarence stock por wibiect to mandatory redemprion
7.88%, 1971 Series, 500,000 shares outstanding, caliable at $101 per share oo
: T.75%, 1972 Senies. 400,000 shares outstanding, callable at $101 per share........oo
| 7.78%, 1973 Series, 200,000 shares outstanding, callable at $101 per share oo

Total preference stock not subject to mandatory redemption ..o il

Common Shareholders’ Fquity
Common stock ~ without par value - 100,000,000 shares authorized; 83,359,464 and
B0, 348,185 shares issued and outstanding at December 31, 1990 and 1989,

[ mplctivdy (At December 31, 1990, 402,362 shares were reserved for the
| ngs Plas and 3,251,990 shares were reserved for the

Dividend ﬂemvmn ot and Stock Fuschase Plan.) o 0y o1, ot
EREUAIIR C RO DR s o avassosis i dnionansives i oep st Ta et o b yoighal
T R N R LS e e o T B P i s
Net unrealized loss on Markerable SECURIIES | oot it

Total common shareholders’ equity ..o PPN TN i s Tk

Sev notes to covsohdated financial satements

33

At Decemiber A1,
_19%0 L
(In Thowsands)
$ 22292 $§ 0292
6,893 (.893
30,000 30000
59,185 _ 59,185
6,800 13,600
16,000 16,000
50.000 50,000
50,000 S0,000
50,000 50,000
50,000 50,000
50,000 50,000
50,000 50,000
65,000

(22,800 _[6.‘800)
365,000 _ 322,800
S0 50,000
40,000 40,000
20,000 20,000
_ noooo , n_qooq
946,990 860,767
157 187
1,139,999 1,140,204
_(13,988) LR S
2,073,158 JOOI m
$4.801.187 $4,569,793
Sm——t e mesm - ey s——
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Reconciliztion of lncome laxes ( omputed at

i

Federal Rate 10 Total Income Taxes
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Laxes Other Than In
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Weighte! Averuge Imerest Rates for Varishle Rate Dby
The weighted average interest rates for varible rate debt during
1990 and 198 were as follows

1990  19%9 for each of the next five years are as follows:

BGE
Loans under unsecured credit facility . ... BEI% - % Yewr Requirements
Lowns under revolving credin wmnu B 056 (10 Thousands)
Floating rate notes ... . %04 967 (L 1 RS RSONPRR PRSI © .| 8 § &
Phuqmemmﬁum n. 899 951 BB 0 ccostamvnisamabarnpmemssseanvssn el - RSP
Pollution control loar .. 584 68 g F L S e P et 300876
Port facilives loan. . 591  6M (] L L IRO— RTYPARYING PO ¢ S ki ssmsifi 46,440
Adpustable mepullumm contrel knn 615 591 - sompv s menan s eyt R
Economic development loan ... s 6.0% 645

Constellation Companies
Maortgage and construction loans

and other collateralized notes ... 949 1,13
Loans under credit agreements ... 56 V4K
e

Aggregaie Matunitios
The combined aggregate matutities and sinking fusd
requirements tor all of the Campany s fong-tetm batrowings

NoTy B REDEEMARLE PREPERIENCE STOOK

The 68,000 shates of the 12%, 1981 Series A outstanding at
ecember 31, 1990 ¢ subject 10 mandatory redemption at par
on July 1, 1991 Pursuant to the redemption requirements,
68,000 shares were redeemed at par in each of rhe years 1987
through 1990. The 12%, 1981 Series B is subject to mandatory
redemption in it enirety at par on July 1, 1991,

The 6.95%, '9K7 Series and the 7 80%, 1989 Series are
subject 1o mandatory redemption in their entitety at par on
Okcraber 1, 1995 und luly 1, 1997, respectively,

The following serics are subject 10 an annual mandatary
redemption of the number of shares shown below at par
beginning in the year shown below. At BG&E's option, an
adaivicnal nutber of shares, not 10 exceed the sane number as
are mandutory, may be redeemed at par in uny vear,
commencing in the same year in which the mandatory
redemprion begins. The B.25%, 1989 Scries and the 8.62 5%,
1990 Series listed below are not redeemable rxcept through
aperation of a sinking fund.

nni
Series Shares w .
7509, 19BE Series oviirieiiien Y IS,O()O I992
6,755, 1987 Series o oovove e 15,000 1993
T16406, TORB SEries (.ovivvisinr v 100,000 1994
B.25%, 1989 Series ......ciiieiivisriviyisiin 100,000 1995
R625%, 1990 Series oo 130,000 1 9946

43

The combined aggregate redemption requirements for all
series of redeemable preference siock for each of the next five
vears are as follows:

Yeat Reguirements
(e Thonssands)

P08, P2 R o) ST RO e o 3,000

1995...... "MJOO

With upni to payment of dividends or assets available in the
event of liquidation, preterred stock ranks prior to preference
stock: all issues of preference stock, whether subject ©

man datory redemption ot not, tank equally: and all preferred
and preference stock ranks priot to common stock.
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