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Highlights " :
1994 ‘ - 1993 % Change
$ 181 $ 1.77 23 %

0.12 0.08 500 %
$ 1.93 $ 185 43 %
$ 151 $ 1.47 27 %

147.1 145.1 14 %

10.63% 10.39% 23 %
$18.42 $17.94 2.7 %
$ 224 $ 25% (12.8) %
$2,127 $2.112 07 %

421 433 2.8) %

288 19 199 4
$2,783 $2.741 1.5 %
$ 324 $ 310 45 %
$ 284 $ 268 60 %
$6,986 $6.820 24 %

1158 1,167 (0.8) %
$5.144 $7.987 20 %
$ 449 $ 455 (1.3) %
$ 319 $ 307 39 %

275 26.8 25 %

108.7 108.0 06 %
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We're Committed to Remaining
Your Best Investment Choice
What does the future hold for the utility
industry?” How will BGE respond? In his
annual letter to shareholders, Chairman
of the Board and Chief Executive Officer
Christian H. Poindexter discusses why k
BGE is still a smart investment choice.

We're Earning Our Customers’
Confidence Every Day

Building tighter bonds with our customers is
key, savs President and Chief Operating
Officer Edward A. Crooke. His letter 'ooks at
BGE's performance in 1994, with an eve on
our goals for 1995-—and beyond.

BGE at a Glance

Here's a snapshot of BGE and its subsia.
including our products and markets, our
1994 resudts, significant developments in our
industries, and a look at what's ahead.

BGE: Still Your Best Choice
Drawing on nearly 180 vears of experience.
we ‘re committed to excellence in everything
we do. serving our customers, staving cost-
conscious, providing energy products and
services to fit our customers’ needs, making
the most of our diversified businesses, and
investing in the quality of life in our
CORUMUNITY.

Glossary of Terms .

. Financial Contents .

. BGE Boards of Directors and Officers

Shareholder information

@ This annual report is printed on recycled paper,

whick was made from the SO0 tons of waste paper

BGE recveles each vear



GE has supplied energy to customers in
Central Maryland for nearly 180 vears.
While the utility industry is changing
rapidly, our customers know that one thing doesn't
change: our reputation for quality people, products,

and services.

In 1994, we strengthened our commitment to giving
our customers the best value for their energy dollar,
while working to keep our costs as low as possible.
That's why we're the best energy choice they

can make.

We have also strengthened our commitment to
continuously improving our performance as an
investment. Strong, profitable, stable, we've been
paying uninterrupted dividends for 84 vears.
That's why we're still one of the best investment

choices you can make.

The cover of this vear’s annual report illustrates
our dedication to our core utility businesses. afford-
able electricity and natural gas. We intend to keep
doing what we already di- well—even as we begin
exciting and profitable enterprises in gas brokering,
real-time pricing, new energy technologies, home

products and services, and diversified businesses.

Yesterday, today, and tomorrow. BGE: Still your

best choice.



Corporate Profile

Baltimore Gas and
Electric Company

« Combines a core utility
busness (electric and gas)
with diversifisd. nonutility
operations

* Serves 2,300 square miles
in Central Maryland with
electricity, and 617 square
miles with natural gas

* Holds assets of over

$8 billion in utility and
nonutility operations

* Earned combined revenues
of $2.8 billion in 1994

from wtility and diversified
operations

* Employs 8.100 full-time
workers as Marvland's ninth
largest employer

¢ Is the nation’s oldest gas
company and one of the
carliest electric utifities

BGE serves

* More han 2.6 million
Maryland residents

* More than | million

electric customers

* More than 535,000
gas customers

Pennsylvana

In wiillions, except per-share amounts

Common Stock Data

Earnings per share

Utility operations

Diversified activities

Total
Dividends declared per share
Average shares outstanding
Return on average common equity
Book value per share~-year-end
Market price per share—year-cnd

Financial Data
Revenues
Electri¢
Gas
Diversified activities
Total
Net income
Earnings applicable to common stock
Assets
Utility
Diversified
Total
Utitity construction expenditures
BGE investment in Constellation
Companies

Utility System Data
Electric system sales
Gas sales—dekatherms

megawatt-hours




Chairman’s

lLetter to Shareholders

We're Committed to Remaining

YOUR BEST INVESTMENT

In 1994, BGE made solid progress in a rapidly changing energy industry. We took
aggressive steps to improve our cost structure. We ‘re revitalizing virtually every part of
our business to support our mission.: achieving « omplete customer satisfaction by
providing superior energy products and services. And we successfully countered our

competition’s every move by giving our customers a better value

Still, the true test of our abilities will come in the next few vears as federal and state
regulatory changes reshape our industry. That's the crux of my message

vou my thoughts on what lies before us, how we will respond, and why BGE remains

our best investment choice

hen | look back over the past few
vears, I'm delighted by how far
we've come, and how fast. In a
letter that follows this one, Ed Crooke
BGE's President and Chief Operating Officer,
describes our 1994 accomplishments at greater

length. Let me give you a few highlights

* Common-stock earnings increased by
$16 mullion, or 6 percent, over 1993, as a
result of record cold weather last winter
offset by unseasonabiv mild temperatures

in late summer and fall

* BGE increased its annual dividend last
spring 3 percent, to $1.52 per share, the first
utthity to do so after two othet l.(!j.\ utiinies

cut dividends deeply

* Our people and systems performed excep
tonally well throughout an incredibly harsh
winter that shattered demand records fon

both gas and electncity

* We added more than 9,500 new gas

customers and 160 miles of new gas mains

(|

exoeeding 19935 growth by over 50 percent

Choice

“ar their energy dollars

to share with

* We made excellent strides in improving
our cost structure by reducing operating
and maintenance costs 6 percent below

93 levels

* We downsized our labor force about
13 percent through special retirement
severance, and career-assistance programs
reaching our lowest employment level

since 1975

¢ And earnings from our Constellation

subsidiaries increased 16 percent over 1993

Last year was not without its disappointments,
though. Fear of the unknown—namely, how the
electric industry will handle competition
combined with rising interest rates to cause our
stock price to decline by nearly 13 percent. This
was not 100 bad, however, compared to the Dow
Jones Utihty Average. which dropped almost

21 percent

New Regulations Transform Gas Business

The regulatory changes we're experiencing on

the electric side of our business are similar to

those we've experienced in the natural gas

Christian H. Poindexter

BGE Stock Fares
Better Than Market

Rising iriterest rates
and uncertainty over
industry competition
combined to cause the
value of electric stocks
to decline in 1994
BGE's stock fared rela
tively well, however
daecreasing just under
13 percent. That was
much better than the
Dow Jones Utility

\verage, which fell by
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The second alternative is 1o allow retail compe-
tition, under which all customers could choose
their generation suppliers. Generation would be
fully competitive without rate regulation: trans-
mission and distribution would continue 1o be
regulated. This option would require a dramatic
change in the way we're regulated cur ently.

Unfortunatery, we can’t wait for FERC and the
PSC 1o define the future before we start
preparing for it. To make sure we're ready for
any eventuality, we're planning along two
scparate paths.

The first path extends decisions we made in
early 1994, It assumes that keeping our gencra-
tion and distribution businesses within a single
ecampany is still our best option. We'd continue
operating as a combination gas and electric
utility while looking 1o increase revenues from
nontraditional sources. The second planning path
will prepare us 1o separate into individual busi-
nesses if regulators decide unbundling electric
serviens is in the best interests of consumers

Our current trans,»ission system and pooling
accangement probably will change no matter
what scenario the PSC chooses, aithough it
will continue 1o be federally regulated. A
team of BGE employees i1s at work with the
follow ing objectives: develop a structure that
doesn’t harm reliability, maintain a fair rate of
return on our investment. and ensure that the
interests of BGE's customers and shareholders
are represented.

Distribution Remains Key Strategic Asset
Regardless of which path we ultimately take,
we 're likely to maintan the franchise status of
the electnic and gas distribution systems, which
give us direct Iinks to our customers. Our goal,
therefore, is 1o increase the energy products
and services we offer as a gas and electric
distribution business

Creating competitively priced products and
services 1s the work of our newly formed
Marketing & Sales Division. To improve our

Gas business expan-

sion is a key element
of BGE's revenue-

growth strategy. Our

eflorts are helped by
the fact that our
residential gas price
is about 20 percent
lower than the
average gas price

in major Easi

Coast cities

quality of service, we cre~id dedicated teams of
employees to serve the needs of specific
customer groups—for example, large industrials,
hospitals, schools, and government agencies.
We're developing a marketing strategy that first
identifies customers with the most revenue
potential. Next, we will establish quantifiable
marketing and sales plans that include complete
portfolios of products, services, and price offer-
ings for various customer segments. And we're
strengthening our team by filling certain critical
marketing positions with people who have
successful track records in competitive industries.

Expansion of our gas business is a key element
of our marketing strategy as well. We now
serve about 30 percent of our electric service
territory with gas, leaving room for significant
growth. Our residential gas prices average
about 20 percent less than those of nearby local
distribution companies, giving us a strong
advantage. And customers are requesting gas
for both home and business use because it's
clean, affordable, and dependsble. Our ultimate
goal is to reposition ourselves as a full-service
energy company that is the provider of choice.

Controiling Costs Is Very important

No matter what "ERC and the PSC ultimately
decide, we have already seen the beginnings of
price competition in the electric market. That's
why we will continue to reduce our operating,
maintenance, and capital expenditu es and
have set aggressive targets 1o reduc 2 total
gencraton COsts.

Investment rating agencies are also giving far
more weight to generation costs when judging
utilities” financial health. They believe utilities
with low-cost generation will maintain or even
improve their credit ratings because they're
better able to keep old customers and attract
new ones. The agencies are also paying close
attention to the percentage of revenues a utility
receives from industrial sales, reasoning that
those revenues are most vulnerable to competi-
tion. So the lower the percentage, the better,



On both counts, BGE looks good. Our average
industrial rate is more than 20 percent below
the regional average. And BGE's reliance on
industrial sales is among the lowest in the Mid-
Adantic region. In fact. industrial customers
provided only 10 percent of BGE's 1otal elec-
tric system revenues in 1994, Two other factors
also improve our competitive position: We
have no municipal utiities or other large
wholesale customers within our service terri-
tory, and we don’t have 1o incur heavy capital
expenses to meet Clean Air Act requirements.

Diversified Businesses Build Customer Value
Our divers: "ied businesses will continue to
provide profit opportumties. but with one
important difference. In 1994, we adopted

a synergistic approach to total customer
service. The combined talents oi BGE and
Constellation Holdings developed a proposal
that ‘scludes a 10-year contract with the Johns
Hopkins Hospiial and University, one of our
largest customers. The proposal, which will be
finalized in carly 1995 addresses some of
Hopkins™ key energy and real estate needs in
return for & long term comeyatment. The
Hopkins® proposal mcludes a long-term energy
supply contract, building construction, and
energy systems management

Besides working closely with BGE to

support the utility's existing customers, the
Constellaton Compames will continue to
pursue their individual objectives. Constellaton
Energy is taking action 1o further enhance the
profitability of its 24 wholesale power projects,
while exploring growth opportunities in North
and South America. Constellation Real Estate
Giroup will continue to reduce real estate assets
by selling fully mature projects at reasonable
values. The company also plans to add 15 or
more assisted-living facilities for semors

Our newly tormed BGE Home Products &
Services subsidiary will also enhance our

ability 1o be a full-service energy company
Although we ve been in the apphiance and

home electronics sales and service businesses
for decades, we've now broadened our scope
to increase revenues and strengthen customer
ties. In December, BGE purchased Maryland
Environmental Systems, Inc. (MESI), a
company specializing in the installaton and
service of commercial and residential heating,
air conditioning, and plumbing. MESI's owner
and president, William H. Munn, was named
President and Chief Executive Officer of
BGE Home Products & Services effective
January 1, 1995.

We'ii Remain a Yield-Oriented Investment

By voting las: May to increase our dividend,
BGE's Board of Directors showed its confi-
dence in BGE's financial strength, flexibility,
and competitive position. But we also wanted
10 send a clear message to our investors: We
plan to remain the yield-onented equity invest-
ment we have always been. All our long-term
financial targets and competitive strategies
supnort this goal.

Now more than ever, success 1s in our own
hands. We will continue to respond 10 our new
business environment in ways that enaole us to
produce higher earnings that will support divi-
dend growth. This no doubt influenced your
initial decision to invest in BGE, and | hope it
will continue to do so. We're committed to
providing even higher levels of customer
satisfaction and service reliability. And as we
reach that goal, vou. our investors, will share
in the rewards.

I thank vou for vour continued confidence
n BGE.

Chandte

Christian H. Poindexter
Cnairman of the Board and
Chief Executive Officer
February 10, 1995



President’s Letter to Shareholders

We're Earning QOur
CUSTOMERS CONFIDENCE

Every Day

In vears past, we measured our success with statistics on the nuts and bolts of running a
utility. Kilowatt-hours and dekati.erms sold. Degree-davs and system upgrades Planis

under construction and rdal? cdses under review

In 1995, these traditional measures of operating performance are not suftficient. What
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Last Winter Redefined Customer Service
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ithers. Even more impressive, our employees
worked through these crises with no significant
personal injuries or motor vehicle accidents

while on the job

Iinvesting Today For Better Service Tomorrow
I'he storms reaffirmed what we' ve always

known: To our customers, there's no substitute

for reliable service. And although competition

will imitially focus on price. what will deter

mine long-term success will be our ability to

deliver the right combination of price and
service. We have deve 10ped an ageressive

program (o improve our distribution system

mainly through a strong focus on preventive

Winenance improvements designed to

reduce by half the number of sustained

ustomer outages over the next four vears. On

the transmussion side of our business, last vear

we improved system stability and access to

power outstde our service terrtory by

completing the last leg of the S00-nilovolt

transmission loop around V ashington, D.(

We Have an Enduring Tradition
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Products and Markets Koy 1964 Results

two units at Calvert Cliffs Nuclear Power Plant nuclear generation costs by 14 percent below 1993

* Signed BGH largest customer, Bethiehem Steel, to a

¢ digned agreement with PRCO Energy Company 1

purchase 140 meg

\?“ ]
: ¢ Increased system stability and access 1o power tromi
Crvice 1errito Central Marvland
ur service termitory by completing last leg of
s i . 1Y ) . New Terse
Belong PIM (Pen | eI S00-KV transmission loop around Washington, DA

* On January 19, set all-time record for dadly sendout of

atural gas at /¢ KX} dekatherm a4 10 percent increass

BGE Mome Products * i th oppont [ o Creat ) b rv. BGE Home Products &
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4 BGE s electric system sales of 27.5 billion kWh
were a 2.5 percent increase over 1993
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d BGE's overall gas sales increase. 1 percent in 1984
including a 4 percent increase in sales to industr.al
customers

4 CREG commercial office properties reached
94 percent occupancy in 1994, outperforming area
average for commercial occupancy rates by 9 percent

4 In 1994, 66 percant of HPS sales were In major
appliances and electronics sales, 31 percent in appli
ance service, and 3 percent in kitchen remodeling
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BGE Still Your Best Choice

Because
COST AWARENLSS
Is Keeping Us Competitively Priced
“In a competitive environment, customers want the best value for
their money, and that creates an obligation for businesses 1o be

aware of their costs, " savs Chuck Shivery, BGE s Chief Financial

Officer. “This is not a new idea for BGE. The changing market has

prompted us continuously find more effective wavs to work
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ore effectively. That ntracts to meet lot
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BGE Still Your Best

Choice

Because We're Bringing Customers

PRODUCTS AND SERVICES

They Need and Want

We've redefined ourselves 1o get in front of the competitive

market

savs Steve Wood, BGE's Vice President of Marketing &

Sales. "W

working to be a total energy « OMpPan\

GE's Marketing

helping transform BGH

and Sales Division i

from a steady

~'kll‘;‘&:~ rof atew energy tomms 1o a

COompany «.li’.)"i( Oof meeung any energy need

with diverse products and services

Last vear, we brought in a marketing consulting

firm to help us develop a true customer-driven

marketing With the firm’s assistance

approacn

we reorganized our marketing and sales fun

tons and created a new marketung plan. The

resdait s a streambned organization that is leading

Bl transition to a total energy company

Offering Flexible Packages of
Products and Services

A Key part of our marketung approach 1s 1 tier
Hexit product nd service W rouped
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re niot looking to be one thing to all customers. We 're

Qur Lifestvle and
Process l"‘;[,‘r'ﬁ
consist of energ

4

choices, such as heat

pump servicing, apph

ance sales, and fuel-conversion programs

Project and Maintenance Options g lude

project design and construction for residential
and commercial customers, as well as appli
ance service and sales. And our Pavment and
Financing Options consist of fiexible financing
alternatives, such as budget billing, energy

project financing, and financing istallatior of

energy-ethcient hghting systems for industnal

ind commercial customers

Responding With New Products
Wi ¢ |
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and strategic opportunities to offer new

prod { ind ser

AN exampic the creation of our g¢
brokering services in 1994. This business area
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t vV purcha therr natural gas througt
BGE. Und I puon, we will arrange for
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BGE

Still Your Best Choice

Because Our

DIVERSIFIED BUSINESSES

Competition is changing the relationship between BGE and its diversified businesses
by illuminating a combined strength that benefits both sides

two-way street, While opening doors for others to compete in our territory, it opens

doors for BGE and its subsidiaries

BGE s Constellation Holdings

(il diversthied subsidianies, which ar

grouped under Constellation Holdings

and BGE Home Products & Services
capitalize on opportumties in nontraditional
areas such as wholesale power projects real

estate, timancial mvestments, health services

and apphance sales and service contracts
|

Working Togoether for Success
Last vear our Constetlation € ompanmes

worked with BGE 1o develop proposals based

On customer reguirements and devised plans 1o

mecet -‘1\." need A eood ¢ XAMpIc was the
Proposal 1o provide energy and real estale
services 1o the Johns H PRI Hospital and

1 '
L NINel \

BGE w onstruct a 11 M -the-ar K lorag
vete il pr N et 1Py

| Ingcm wet Hopk 1T \

\ 1ah ) Is. A Lt Energy ha
prop 1 O 181 | H Yh \

LU () Lo | hion R ' tate On in 1 {
to develop high quality research space for the
Johns Hopkins Unive \nd BGI
cont i supp ind l viee |

neet Hopkins' expansion p he proposed
antra n 10 n

Diversified Businesses Are Pursuing Growth

(O nversied busing il L
MLTS { h OPNOr A
PLIrst : i { \
\ { [ ) i I0CL

savs Bruce Ambler. President and CEO of

Add Value

“Competition s a

ownership and management of wholesale
energy projects. Constellation Real Estate
Crroup 1s reducing its holdings, while
moving from an asset-based 1o a service
onented company that will market its expertise in
construction, asset management, and property
development. Constellation Health Services, a
division of the Real Estate Group, 15 developing
wer 15 assisted-living projects for seniors at sites
throughout the Mid-Atlantic states. Constellation
Investments continues to provide a financial base
of current income and financial credibility 10
support the Constellaton Companies, while also
providing cost-etfective management of BGE's

pension plan and nuclear decommussioning fund

BGE Creates New Subsidiary

in 1994w reated the BGE Home Products &
Ner thsidiary to oversee our 11 appliance
ind hom wetror enier piu Wil 4
and electric apphance service business. br

December, Home Products & Services increased
capabilities by purchasing Maryland

Environmental Systems, Inc. (MESI

successtul 1ocal busing i\:-‘\l,f‘(l ServiIce and

ation tor heating, air conditioning, enei

\

anagement, prumping and ¢lectneal system

for 1de 1al, commerci ind maustr

( mers. MEST's owner and president
Wilhham H, Munn, w wed President and
Chief Ex Officer of BGE Home Produ
v S f1 | " )

Bruce M. Ambler
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experience in
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BGI Still Your Best Choice

Because We're
INVESTING IN THE FUTURE

F of Our Communities

We view our community efforts as investments of « OMPAny resSORrees that
will pav dividends in the future. "We will work in areas that represent the
greatest community challenges—areas such as economic development
environmental protection, energy conservation, and social issues,” says

\ Joe Tiernan, BGE's Vice President of Corporate Affairs. “Our

J | J J
objective 1s 1o help improve the quality of life and business in Marviand

st vear. BGE su ved 5060 Marviand n concert with lfederal and stale
lcaders, asking thewr opimons of AgencIes, we worked on an impos
BGE's community programs. They tant wetlands mitigation project
todd us they have hugh expectations tor B Reqguired to mity tor 13 acres A Wnen BGE extended
mnvolvement i ettorts 1o address community of wetlands affected by construction fransmission ling
- - . 1104 { rANSITI S r 11 vd 1l L. v Rrough senstlive
I""'”"“‘ And we re b 1N A transmussion hine., we created the 22-acre
Patuxent Wildlife Viewing Area that will open wetlands, regulations
We 're Focusing on Economic Devel pment : " v s s
 the public t vear. The U.S. Fish and ey, e
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. e . impact andg i
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ik 1 hat t} MTHMUNIT (it »
3 ¢ \ i the nu futu urbed wetiand
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"
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Minority Contracts

Dramatically Increase
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1994

Summary of Operations
| } $2.782 985
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Financial Statietics at Year End
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1989 1988 1987 § 1986 1985 1984 Compound Growth
cxoept per share amounts | 5-Year 10-Year
$2.104,403 $1.989.660 $1.94] 382 $2.005.344 $1.879,208 $1.932,399 5.75% 3.71%

1,624 850 1457 891 1.413.714 1,494 050 1.383 998 1.464.071 5.74 3191
479,553 501,769 5§27 668 511,294 495210 468,328 578 310
27.960 18,735 18,600 17,244 14,120 20,595 297 4.62
507513 520.504 546 268 528,538 509,330 458923 5.64 316
149 5093 12399 115,802 112.742 110,202 98648 492 6.78
387920 196,508 430,466 415,796 399,128 390,275 5.93 2.04
_BL6Y 93,096 130,368 141,177 151,828 146360 13.51 0.50
276,291 03412 300,00% 274 619 247 300 243915 321 2.87
276,291 03412 A00.09! 274619 247 300 243918 321 287
32,381 29,375 26,406 26,876 27,370 27,580 4.28 3.77
$ 243910 $ 274.037 $ 273,692 $ 247,743 $ 219930 $ 216,335 3.07 2.75
O TR 4 10 S AR e AT 52 ST DA P LAY G LAY . QUYL 1Y OB 4. AN S SUE P AY RO AL MR 0 S PO A1 SET LTI S PRSI S0 /TS S AA Y TSI 4 S Y

$2.03 $2.31 $2.31 $2.10 $1.87 $1.85 (1.01) (.42

£2.03 $2.31 $2.31 $2.10 $1.87 $1.85 (1.01) 042

$1.3% $1.32 $1.25 $1.18 $1.11 $1.03 1.82 3.90

302 3.71 4.17 419 414 423 0.78 (2.94)
244 204 3.26 .20 308 3.10 0.24 (2.25)
$5.985.679 $5.126,362 $4. 780,167 $4.582.670 $4,.273.721 $4 050,450 6.35 7.23
s 3 0. A 63 BRI 1 B 9V A B B LU SO W TS B P 6
$2.076,620 $1,769.066 $1,707.407 $1.596,275 $1.494 442 $1.414.2K5 4 4% 6.22
59,188 59,185 59,185 59, 1K5 59,185 59, 185 -
122 800 2249 6(0) 186,400 SU.600 %0,000 90,000 (2.84) 12.00
110,000 110,000 110,000 110,000 175,006} 175,000 6.40 (1.53%)
2001188 1885248 755368 1,629,795 1,521,960 1,433,776 6.31 6.60
$4.569 703 $4.053 006 SAKIK 360 $3.445 255 $3.330,587 $3.172,.246 4.85 6.20
%9 L Ve aarmey e
$16.60 $158S $14 K3 $13.81 $12.91 $12.16 2.10 424
75.762 79 ROK 82.281 76972 79474 81.601 1.47 (0.01)
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Management's Discussion and Analysis of
Financial Condition and Results of Operations

This annual report presents the financial condition and results of
aperations of Baltimore Gas and Electric Company (BGE) and
its subsidianies (collectively, the Company ). Among other infor-
mation, it provides Consolidated Financial Statements, Notes to
Consohdated Financial Statements (Notes). Unlity Operating
Statistics, and Selected Financial Data. The following discussion
explains factors that sigmificantly affect the Company's results of
aperations, hguidity, and capital resources

Effective July 1, 1994, BGE formed a wholly owned
subsidiary, BGE Home Products & Services, Inc. (HPS),
consisting of BGE's existing merchandise and gas and apphance
service operations. HPS' revenues and expenses are included in
diversified businesses revenues and diversified businesses
selling, general, and administrative expenses, respectively. Prior-
year amounts have been reclassified to conform with the current
veur's presentation,

Results of Operations

FEarnings per Share of Common Stock

Consolidated earnings per share were $1.93 for 1994 and $1 .85
for 1993, an increase of $.08 and $.22 from prior-yeer amounts,
respectively. The changes in earmings per share reflect a higher
level of earnings apphicable to common stock, offset partially by
the larger number of outstanding common shares. The summary
below presents the carnings-per-share amounts

1994 1993 1992

Utility business $1.81 $1.77 S1.82
Diversified businesses A2 0K 11
Total $1.93 $1.85  $1.63

Earnings Applicable to Commoa Stocw

Earnings appheable to common stock increased $15.7 million in
1994 and $45.9 mullion in 1993, The 1994 increase reflects
higher utility and diversified businesses eammings. The 1993
ncrease reflects hugher utility earnings, shghtly oftset by lower
carmngs from diversified businesses.

Utility earnings increased in 1994 compared to the pnior year
due 1o three principal factors: lower operations and maintenance
expenses, an increase in the allowance for funds used during
construchion; and greater sales of electricity. The higher sales of
elecnacity are primarily due to an increased number of customers
compared 10 1993 The 1994 earmings increase was offset
partially by lgher depreciation and amortization expense, which
includes the write-off of certain Perryman costs (see discussion
on page 29). Utility earnings increased in 1993 over 1992
because BGE sold more electricity than in the previous year and
because of increased base rates. Three factors produced the
increase in sales of electncity: the summer of 1993 was hotter
than 1992; commercial customers used more electrcty; and the
number of residential customers increased. The effect of weather
on utility sales 15 discussed below. The 1993 camings increases
were oftset partially by higher operations and maintenance
expenses, depreciation and amortization expense, property taxes,
and the effect of the Ommbus Budget Reconciliation Act of 1993
(1993 Tux Act). whicl increased the federal corporate income 1ax
rate to A5S% from 34%

I'he followng factors influence BGE's utihity operations
carnings: regulation by the Public Service Compussion of
Maryland (PSC); the effect of weather and economic conditions

on sales; and competition in the generation and sale of electricity.
The base rate increases authorized by the PSC in April 1993
favorably affected utility earnings through April 1994, Several
electric fuel rate cases now pending before the PSC discussed in
Notes | and |3 couid also affect future years' earnings.

Future competition may also affect earnings in ways that are
not possible to predict (see discussion on page 33).

Earmings from diversified businesses, which primarily
represent the operations of Constellation Holdings, Inc. (CHI)
and its subsidiaries (collectively, the Constellation Companies)
and BGE Home Products & Services, Inc. (HPS), increased
during 1994 and decreased during 1993 The reasons for these
changes are discussed in the “Diversified Businesses Earmnings”
section on pages 30 and 31.

Effect of Weather on Utility Sales

Weather conditions affect BGE's utility sales. BGE measures
weather conditions using degree days. A degree day is the
difference between the average daily aciuai temperature and the
baseline temperature of 65 degrees. Hotter weather during the
summer, measured by more cooling degree days, results in
greater demand for electricity to operate cooling systems,
Conversely, cooler weather during the summer, measured by
fewer cooling degree days, results in less demand for electricity
1o operate cooling systems. Colder weather during the winter, as
measured by greater heating degree days, results in greater
demand for electricity and gas to operate heating systems,
Conversely, warmer weather during the winter, measured by
fewer heating degree days, results in less demand for electricity
and gas 1o operate heating systems. The degree-days chart below
presents information regarding cooling and heating degree days
for 1994 and 1993

30-Year
. 1994 1993 Average
Cooling degree days 949 865 K04
Borcentage change
pared o prior vear 92.7% 22.3%
acating degree days 4670 4959 4,901

Percentage change

compared to prior year (5.8)% (0.3)%

Baltimore Gas and Electric Company and Subsidiaries



BGE Utility Revenues and Sales
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Actual purchased gas costs decreased during 1994 for two
reasons: lower gas prices and lower output associated with the
decreased demand for BGE gas. The lower gas prices reflect
market conditions and take-or-pay and other supplier refunds,
offset by higher costs related to the implementation of Federal
Energy Regulatory Commission (FERC) Order 636 and higher
demand charges. Actual purchased gas costs increased 1 1993
for three reasons: higher gas prices caused by market conditions;
higher reservation charges: and higher output to meet greater
demand for BGE gas.

Purchased gas costs exclude gas purchased oy delivery service
customers, including Bethlehem Steel, who obtain gas directly
from third parties. Future purchased gas costs are expected to
increase due to transition costs incurred by BGE gas pipeline
suppliers in implementing FERC Order No. 636. These transition
costs, 1if approved by FERC, wili be passed on 1o BGE customers
through the purchased gas adjustiment clause,

Other Operating Expenses

In 1994, in order to more accurately reflect utility operations
expense, BGE reclassified the amortization of deferred energy
conservaton expenditures and deferred nuclear expenditures from
aperations expense (o depreciation and amortization expense. In
addition, BGE reclassified diversified businesses’ expenses from
operations expense to diversified businesses—selling, general,
and adminmistrative expense. Prior-year amounts have been reclas-
sified to conform with the current year's presentation,

Operations expense decreased duning 1994 pnmanly due 10
labor savings achieved as a result of the Company's employee
reduction programs discussed in Note 7 and continuing cost
control efforts. These savings offset higher expense from the
amortization of the cost of the 1993 and 1992 Voluntary Special
Early Retirement Programs (VSERP) and a $10.0 million charge
for a bonus pnd to employees in lieu of a general wage increase.
In addition, operations expense for 1994 decreased because oper-
ations expense for 1993 included a $17.2 million charge for
certain employee reduction programs, offset partially by a credit
10 expense equivalent to the $9.8 million cost of ermination
benefits associaied with the Company's 1992 VSERP.

Operations expense increased during 1993 due to higher labor
costs, employee reduction expenses (see Note 7), postretirement
benefit expenses resulting from the implementation of Statement
of Financial Accounting Standards No. 106 (see Note 6), and
higher nuclear operating costs. These increases were offset

Baltimare Gay ad Electric Company and Subsidiaries

partially by the 1993 reversal of the $9 8 million charge origi-
nally recorded in 1992 for termination benefits associated with
the Company's 1992 VSERP to reflect the ratemaking treatment
adopted by the PSC in its April 1993 rate order.

Or rations expense is expected 1o be reduced in 1995 due w
the realization of a full year of cost savings from the employee
reduction programs and continuing cost contiol efforts. These
lower costs are expected to exceed other increases in operations
expenses,

Maintenance expense decreased during 1994 due primarily to
lower costs at the Calvert Cliffs Nuclear Power Plant. Mainte-
nance expense mcreased in 1993 because of higher labor costs
and higher costs at the Calvert Cliffs Nuclear Power Plant.

Depreciation and amortization expense incieased during 1994
because of the write-off of certain Perryman costs discussed
below. Additionally, depreciation and amortization expense
increased in 1994 and 1993 because of higher depreciabie plant
in service and higher ievels of energy conservation program
costs. The increase in depreciable plant in service resulted from
the addition of electric transmission and distribution plant and
certain capital additions at the Calvert Cliffs Nuclear Power Plant
during 1994 and 1993

Initially. BGE had planned to build two combined cycie
generating units at its Perryman site. However, due to significant
changes in the environment in which utilities operate. BGE now
has no plans to construct the second combined cycle generating
unit. Accordingly, during the third quarter of 1994, BGE wrote
off $15.7 million of the costs associated with that second
combined cycie umit. This write-off reduced after-tax earnings
during 1994 by $11.0 million or 7 cents per share. Work on the
first 140mw combustion turbine at Perryman continues to be on
svhedule for commercial operation in 1995,

Depreciation and amortization expense in 1995 will be
affected by the completion of a facility-specific study of the cost
1o decommission the Calvert Cliffs Nuclear Power Plant. This
study generated a higher decovamissioning cost than the prior
estimate which will increase depreciation expense $9 million
annually. In addition, the PSC issued an order adjusting BGE's
utility plant depreciation rates to reflect the results of a detailed
depreciation study. The new depreciation rates are expected to
result in an increase in depreciation accruals of approximately
$21 million annually. BGE plans to defer the increased depreci-
ation accruals for recovery in a future base rate proceeding,
consistent with previous rate actions of the PSC.
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Taxes other than income taxes increased shightly during 1994
due primanily 1o higher property taxes reculting frora higher
levels of unlity plant in service. Taxes other than income taxes
mcreased duning 1993 because of mgher property taxes from the
addinon of Brandon Shores Unit 2 to the taxable base effective
July 1, 1992, higher franchise taxes because of the increase in
total electric and gas revenues, and increased payroll taxes,

Inflation affects the Company through increased operating
expenses and bigher replacement costs for utility plant assets.
Although timely rate increases can lessen the effects of inflation,
the regulatory process imposes a time lag which can delay BGE's
recovery of increased costs. There is a regulatory lag primarily
because rate increases are based on historical costs rather than
projected costs, The PSC has historically allowed recovery of the
cost of replacing plant assets, together with the opportunity t»
carn a fair return on BGE's investment. beginning at the time of
replacement.

Other Income and Expenses

The allowance for funds used during construction (AFC)
mcreased during 1994 because of a higher * vel of construction
work in progress which was offset partially by the lower AFC
rite established by the PSC in the April 1993 rate order. AFC
was essentially unchanged in 1993 because a higher level of
construction work in progress was offset by the lower AFC rate
discussed above

Net other income and deductions increased in 1994 primarily
due to @ lower level of charitable contributions and gain:. realized
on the sale of receivables.

Capitalized interest decreased during 1994 due to lower capi-
talized interest on the Constellation Companies’ power gener-
ation systems, offset partially by the accruar by BGE of carrying
charges on electric deferred fue! costs excluded from rate base
(see Note 5) Capitalized interest increased during 1993 due to
the accrual of carrving charges on electnic deferred fuel costs
excluded from rate base,

Income tax expense increased during both years because of
higher pre-tax samings. The 1993 increase also reflects the effect
of the 1993 Tas Act, which increased the fedeval corporate
ncome tax rate to 35% fiom 34%, retroactive 1o Janvary 1. 1993
As a result, income tax expense related 1o 1993 operations
increased by $4.6 million and the Company's deferred income
tax Bability in creased by $20.1 million. The Company deferred
$12. 8 million of the increase in the deferred income tax hability
applicable 1o uulity operations for recovery through future rates
and charged the remaining $7.3 million to income tax expense.
Of thas $7.3 mullion charged to expense, $5.8 million pertains to
the Consteitation Companies as discussed on page 31

30

Diversified Businesses Earnings
Eamings per share from diversified businesses were:

1994 1993 1992

Constellation Holdings, Inc.

Power generation systems $.10 $07 S.08

Financial mvestments 03 A0 w

Rea! estate development and senior

living facilities (03) () (05)

Effect of 1993 Tax Act - (.04) -

Gther (.01 (.01) (.01)
Total Consteliation Holdings, Inc " 08 A
BGE Home Products & Services, Inc. .03 - ~
Total diversified businesses $.12 $ 08  §.11

The Constellation Companies’ power generation systems
business includes the development, ownership, management, and
operation of wholesale power generating projects in which the
Constellation Companies hold ownership interests, as well as the
provision of services to power generation projects under oper-
ation and maintenance contracts. Power generation systems
carnings increased in 1994 pnmarily due to payments for the
curtailment of output at two wholesale power generating projects
as discussed below. Power generation systems earnings during
1993 were essentially unchanged. Eamings for 1993 include
$8 0 million of energy tax credits on the commercial operation of
the Puna geothermal plant, offset by costs incurred at the Panther
Creek waste-coal project in order to resolve fuel quality and
other start-up problems.

The Constellation Compamies’ investment in wholesale power
generating projects includes $177 million representing ownership
interests in . 5 projects which sell electnenty in California under
Interim Star. #2 Offer No. 4 power purchase agreements. Under
these agreem wlts, the projects supply electricity to purchasing
utilities at a fixed rate for the first ten years of the agreements
and at vanable rates based on the utilities” avoided cost for the
remaming term of the agreements. Avoided cost generally repre-
sents a utility’s next lowest cost generation 1o service the
demands on its system. These power generation projects are
scheduled 10 convert to supplying electricity at avoided cost rates
n varous years beginning in late 1996 through the end of 2000
As a result of dechines in purchasing utilities” avoided costs
subseqguent 1o the inception of these agreements, revenues at
these projects based on current avoided cost levels would be
substantially lower than revenues presently being realized under
the fixed price terms of the agreements. If current avoided cost
levels were 1o continue into 1996 and beyond, the Constellation
Companies could experience reduced earnings or incur losses
associated with these projects, which could be significant. The
Constellation Companies are investigating and pursuing alterna-

Baltimore Gas and Electric Company and Subsidiaries



tives for certain of these power generation projects including, but
oot fimited to, repowering the projects to reduce operating costs,
rencgotiating the power purchase agreements, and selling its
ownership interests in the projects. Two of these wholesale power
generating projects, in which the Constellation Companies’
investment totals $27.4 milhion, have executed agreements with
Pacific Gas & Electric (PG&E) providing for the curtailment of
output through the end of the fixed price period in return for
payments from PG&E. The payments from PG&E duning the
curtailment period will be <uiTicien! to fully amortize the existing
project finance debt. However, following the curtatlment period,
the projects remain contractually obligated to commence
production of electricity at the avoided cost rates, which could
result in reduced earmings or losses for the reasons described
above. The Company cannot predict the impact that these matters
regarding any of the 16 projects may have on the Constellation
Companies or the Company, but the impact could be matenal.

Earnings from the Consiellation Compames’ portfolio of
financial investments include capital gains and losses, dividends,
income from financial limited partnerships, and income from
financial guaranty insurance companies. Financial investment
earnings decreased during 1994 due to reduced earnings from
the mvestment portfolio. Addiionally, 1993 resuits reflected a
$6.1 million gain from the sale of a portion of an investment i
& financial guaranty inswrance company. Earnings increased
slightly in 1993 as compiared 1o 1992 because this gain was
substantially offset by lower mvestment income resulting from
the decline in the size of the mvestment portfolio dee to the sale
of selected assets to provide hiquidity for ongoing businesses of
the Consteltation Companies

The Constellation Companies’ real estate development
Lo aos includes land under development, office buikdings: retail
A 5, commercial projects; an entertainment, dirang and retail
Gy, i Ordando. Flonda; a mixed-use planned-unit-
development; and semor living facihities. The majonty of these
projects are in the Baltimore- Washington cormidor. They have
been affected adversely by the depressed real esto:e market and
economis conditions. resulting in reduced demand for the
purchase or lease of available land. office, and retail space

Earmings from real estate development increased slightly
during 1994 due 1o gams recognized from the sale of two retail
centers, an office building, and mterests in two semor living
facilities. The mcreases in deversified businesses” revenues and in
seliing, general, and administrative expenses reflect the proceeds
of these sales and the cost of the facilines sold.  ectively.
Eamings from real estate development and ser ving factlities
were essentially unchanged wn 1993 because a $2.1 million gan
on the sale of & substantial portion of the investment in senior
living facihities was offset by greater operating losses at other real
estate projects. The semor hiving facihities which were sold
contributed real estate revenues and operating expenses of
approximately $17 mithon and $16 milhon, respectively, in 1993

Baltimore Gas and Electric Company and Subsidiaries

The Constellaion Companies’ real estate portfolio has experi-
enced continumg carrying costs and depreciation. Additionally,
the Constellation Companies have been expensing rather than
capitalizing interest on certain undeveloped land where devel-
opment activities were at mintmal levels. These factors have
affected camings negatively and are expected to continue to do
s0 until the levels of undeveloped land are reduced. Cush flow
from real estate operations has been insufficient to cover the debt
service requirements of certaii: of these projects. Resulting cash
shortfalls have been satisfied through cash intusions from
Constellation Holdings, Inc.. which obtained the funds through a
combination of cash flow generated by other Consteliation
Companies and its corporate borrowings. To the extent the real
estate market continues to improve, earnings from real estate
activities are expected 1o improve also.

The Constellation Compames continued investment in real
estate projects 1s a function of market demand, interest rates,
credit availability, and the strength of the economy in general.
The Constellation Companies’” Management believes that
although the real estate market has improved, until the economy
reflects sustained growth and the excess mventory in the market
in the Baltimore-Washington corndor goes down, real estate
values will not improve significantly. If the Constellation
Companies were 1o scll their real estate projects in the current
depressed market. losses would occur in amounts difficult w
determine. Depending upon market conditions, future sales could
also result in losses. In addition. were the Constellation
Companies to change their intent about any project from an

intent to hold until market conditions improve to an intent 1o sell,

applicable accounting rules would require a write-down of the
project to market value at the tme of such change in intent if
market value is beow book value.

The Ehec of the 1994 Tax Act represents a 358 million
charge to iIncome tax expense to reflect the increase in the
Constellation Companies” deferred income tax liability because
of the increase in the federal corporate tax rate.

BGE Home Products & Services earnings increased during
1994 primarily due to a gain on the sale of receivables.

Environmental Matters

The Compan: 1s subject Lo increasingly stningent federal, state,
and local laws and regulations relating to improving or main-
taining the quality of the environment. These laws and regula-
tions require the Company to remove or remedy the effect on the
environment of the disposal or reiease of snecified substances at
ongoing and former operating sites, including Environmenta!
Protection Agency Superfund sites. Details regarding these
matters, including financiel information, are presunted in

Note 13 and in the Company's Annual Report on Form 10-K
under tem | Business - Environmental Matters
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Liguidity and Capital Resources

Capital Reguirements
The Company's capital requirements reflect the capital-intensive
nature of the utility business. Actual capital requirements for the

years 1992 through 1994, aiong with estimated amounts for the
years 1995 through 1997, are reflected below.

1992 1993 1994 1995 1996 1997
{In ryillions)
Uility Business
Caonstruction expenditures (excluding AFC)
Electnc $ 2 $ 360 $339 $233 $219 $206
s 36 51 68 61 71 L)
Commeon 39 44 42 56 50 35
Total construcuon expenditures 367 455 449 350 340 328
AFC 22 23 34 35 1% 13
Nuclear fuel (uranium purchases and processing charges) 40 47 42 48 50 52
Deferred energy conservation expenditures 20 i3 4l RS 43 29
Deferred nuclear expenditures 16 14 8§ - - -
Renrement of long-term ¢=ht and redemption of preference stock 486 907 203 268 98 164
Total utility business 951 1479 777 745 549 583
Diversified Businesses:
Retrement of long-term debt 18 222 37 3% 65 128
Investment requirements L 78 51 66 70 40
Tonal diversified businesses 198 30 88 122 135 165
Total $1.149 $1,779 $865 3867 $684 $748
BGE Utility Capital Requirements tively, of the funds required for BGE's capital requirements

BGE's construction program is subject to continuous review and
modification, and actual expenditures may vary from the esti-
mates above. Electric construction expenditures include the
mstallation of two 5000 kilowatt diesel generators at Calvent
Clifs Nuclear Power Plant, one of which is scheduled to be
placed 1n service in 1995 and the second in 1996; the construc-
tion of u 140-megawatt combi.stion turbine at Perryman,
scheduled o be placed in service i 1995, which the PSC autho-
rized m an order dated March 25, 1993; and improvements in

BGE's existing generating plants and its transmission and distrib-

ution facthities. Future electne expenditures do not include addi-
tional generating units

During 1994, 1993, und 1992, the internal generation of cash
from utility operations provided 72%, 71%, and 81% respec-

exclusive of retirements and redemptions of debt and preference
stock. In additon, in 1994, $70 million of cash was provided by
the sale of certain BGE and HPS receivables (see Note 13),
During the three-year period 1995 through 1997, the Company
expects to provide through utility operations 100% of the funds
required for BGE's capital requirements, exclusive of retirements
and redemptions.

Utility capital requirements not met through the internal gener-
ation of cash are met through the issuance of debt and equity
secunities. Duning the three-year period ended December 21,
1994, BGE's issuances of long-term debt, preference stock, and
common stock were $1.55/ million, $130 million, and $448
million, respectively. During the same period, retirements and
redemptions of BGE's i-ng-term debt and preference stock

Balumaore Gays and Electric Company and Subsidiaries
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Report of Management

The management of BGE 1s responsible for the information and
representations in the Company’s financial statements. The
Company prepares the financial statements in accordance with
generally accepted accounting principles based upon availubie
facts and circumstances and management's best estimates and
Judgments of known co cutions,

The Company maintains an accounting system and related
system of internal controls designed 10 provide reasonable
assurance that the financial records are accurate and that the
Company s assets are protected. The Company's staff of internal
auditors, which reports directly 1o the Chairman of the Board,

conducts periodic reviews to maintain the effectiveness of
internal control procedures.

Coopers & Lybrand L. L P., independent auditors, audit the
financial statements and express their opimion about them. They
audit in accordance with generaily accepted auditing standards.

The Audit Committee of the Board of Directors, which
consists of four outside Directors, meets periodically with
Management, internal auditors, and Coopers & Lybrand L.L.P. to
review the activities of each in discharging their responsibilites,
The internal audit staff and Coopers & Lybrand L.L.P. have free

access to the Audit Committee.
C’Ew/d.&.\

Charles W. Shivery
Chief Financial Officer

Report of Independent Auditors

10 the Shareholders of
Baltimore Gas and Electric Company

We have audited the accompanying consohidated balance sheets
and statements of capitalization of Baltimore Gas and Electric
Company and Subsidiaries at December 31, 1994 and 1993, and
the related consohdated statements of income, cash flows,
common sharcholders” equity, and income tases for each of the
three years in the penod ended December 31, 1994 These
financial statements are the responsibility of the Company's
Management. Our responsibility 15 to express an opinion on these
financial statements based on our audns.

We conducted our audits in accordance with generally
accepted auditin. 2 standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance about
whother the financial statements are free of material
musstatement. An audit includes examining. on a test basis,
evidence supporing the amounts and disclosures in the financial
stmements. An sudit also includes assessing the accounting prin-
ciphes used and significant estimates made by Management, as
well as evaluating the overall financial statement presentation.

34

We believe that our audits provide a reasonable basis for our
opimon.

In our opinion, the financial statements referred to above
present fairly. in all material respects, the consolidated financial
position of Baltimore Gas and Electric Company and
Subsidiaries at December 31, 1994 and 1993, and the consoli-
dated results of their operations and their cash flows for each of
the three vears in the period ended December 31, 1994 in
conformity with generally accepied accounting principles.

As discussed m Note 13 1o the consolidated financial state-
ments, the Public Service Commission of Maryland is currently
reviewing the replacement energy costs resulting from the 1989-
1991 outages at the Company’s nuclear power plant, and the
Company established in 1990 a reserve of $35 million for the
possible disallowance of replacement energy costs. The ultimate
outcome of the fuel rate proceedings, however, cannot be deter-
mined but may result in a disallowance in excess of the reserve
provided.

Wr/,wdf’

Coopers & Ly rand L1LP.
Balumore, Marylund
January 20, 1995

Balumore Gas and Electric Company and Subsidiaries
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Consolidated Statements of Income

Year Ended December 31, 1994 1993 1992
(In thousands, except per share amounts)
Revenues
Electnic $2,126.581 $2.112,147 $1.965,532
Gas 421,249 433,163 400,399
S Divessified businesses 235,158 196,075 193,605
Total revenues 2,782 985 2,741,385 2,559,536
Expenses Other Than Interest and Income Taxes
Electric fuel and purchased energy 542,314 534,628 556,184
Gas purchased for resale 224 590 242 685 -14,103
Operations 545413 574.073 537,593
Maintenance 164,892 181,208 172.248
Diversified businesses - selling, general, and administrative 174834 143,654 131,580
Depreciation and amortization 295,950 253913 229,515
Taxes other than income taxes 199,733 194 832 183,004
Total expenses other than interest and income taxes 2,147,726 2,124,993 2,024,227
Income from Operations 635,259 616,392 535.309
Other Income
Allowance for equity funds used during construction 21,746 14,492 13,892
Equity in camings of Safe Harbor Water Power Corporation 4,349 4243 4267
Net ather income and deductions 6,270 1,578 3.973
Total other income 32,365 20,310 22,132
Income Before Interest and Income Taxes 667624 636,702 557,441
Interest Expense
Interest charges 214,347 21297 211,712
Capitalized interest (12,427) (16,167) (13,800)
Allowance for borrowed funds used during construction (11,766) (K.,040) (8.165)
Net interest expense 190,154 188,764 189,747
Income Before Income Taxes 477,470 447 938 367,694
Income Taxes 153,853 138.072 103,347
Net Income 323617 300,866 264,347
Preferred and Preference Stock Dividends 39,922 41839 42.247
Earnings Applicable to Common Stock $ 283,695 $ 268027 $ 222100
R YT S VY G W PSSV S S UMD WMTELLYSS
Average Shares of Common Stock Outstanding 147,100 145,072 136.248
Earnings Per Share of Common Stok $1.93 $1.85 $1.63
See Notes to Consobdated Financial Staements
Centaiss prior-vear amownts have been reclassified to conorm 1o the current vear s preseniation

Baltimore Gas and Electric Company and Subsidiaries




Consolidated

Balance Sheets

At December 2] 1994 1903
(In thousands)
Assets
Current Assets
Cash and cash equivalents $ 3859 $ 84236
Accounts receivable (net of allowance for uncollectibies) 114,842 401,853
Fuel stocks 70,627 70,233
Materials and supplies 149614 145,130
Prepaid taxes other than income taxes §7.740 54,237
Other 47,022 38971
Total current assets 678,435 794 660
investments and Other Assets
Real estate projects 471,435 487,397
Power generation systems 311,960 298514
Financial investments 224,340 213,315
Nuclear decommissioning trust fund 66,891 56,207
Safe Harbor Water Power Corporation 34,168 34,138
Semior living facilines 11,540 2.005
Other 58,824 65,355
Total investments sad other assets 1,179,158 1,156,931
Utility Plant
Plant in service
Electric 5,929,996 5,713,259
Cias 616,823 557942
Common 511,016 487,740
Total plant in service 7,057,835 6,758,941
Accumulated depreciation (2,305,372) (2.161,984)
Net plant in service 4,752,463 4,596,957
Construction work in progress 506,030 436.440
Nuclear fuel (net of amortization) 134,012 139,424
Plant held for future use 24,320 24,066
Net utility plant 5416825 5,196,887
Deferred Charges
Regulatory assets 773,034 768,125
Other 96,086 70,436
Total deferred charges 869,120 R38,561
Tutal Assets $8,143,538 $7,987.039

See Nowes 10 Consolidared Fiancwal Siarements

6.

Baltimore Gas and Electric Company and Subsidiarie.




Liabilities and Capitalization
Current Liabilities
Short-term borrowss

ACCOounts payahi

Customer deposit

Accrued
A ued it |
Dividends de ]

A } watio t

abilitic

Deferred Credits and Other Liabilities
Deferred income taxe

Deferred

Capital zation

Current pOrtior o longterm debl and pre

Commitments, Guarantees, and Contingencies

Irial Liabilities and Capitalization

Note 13

Balance

Sheets

1994

$ 63,70
323,678
181,931

24 891
19,565
60,348
66,012
30,917
30,857

801916

156,429
149,394
138,835

45 836
59 645

550.139

2

2,584 932
59 18§
279.500
150,000

2,717 866

791,483

¥ ]

$8.143 538

19U

4.2 500
1 50.000

Y 5720 51

§ 908§ 44()




1994

- Cash Flows From Operating Activities
Net incom $ 323617

l Dep ’ o " 3151 064
Defen ! I 79,278

I Investment tax credit a ~ (8.192)
J Defened fu 11,461
\cerued pension and postemy n henei (41.113)

\liowance for equity funds used during const (21,746)
Equit wnings of affili wnt vent (20,225)

\ L ha urrent a wher oo ¢ t (10.536)
{ hang rent hat h ht rt-term borrown (24.447)

\ Other 7.153
Net h jed | 646,314

Cash Flows From Financing Activities
Proceeds f1
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! 40 58S

i | \ 2.469
14926
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0 1.650)

S64 900)
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solidated Stetements of

Common

M "

Ye ! ‘ / 5 Am
Balance at December 31, 1991 26690 §
Net incom
nvidends d i

Pret | and p wl

| ! (18]} [ ? Iy !
{ TV ™ IN §
(nthe 3 139
Balance at December 31, 1992 13 3 t
N« n i
ivid |

;" ] \ A

Con b er st
| n woh
Lth )
D
et )
Balance at December 31, 1993 dt I
i

P ! )
i ) i.4913 11 869
{ ®h 45
1)
}

)
Ralance at December 11, 1994 147027 $1.425.378

- -

123617

(39 9 ‘:

Shareholders’ Equity

(222.180)
$1,312.655

iﬁ( ‘A(h‘(n

T'otal

Amount

S S 53 306

264 .34

(196.601)
156,230
(396)

) §34 639

A9 866

) () 2620511
323617

(39,922)
(222,180)
s3 869
45
(5,609)
1,963
8,573
(3,001

(5.609)
1,963
8,573
(3.001)

$(16,521) $2,717.866




Consolidated Statements of Capitalization

094 1903

Long-Term Debt
" First Refunding Mortgage Bonds of B3

9%% Seri e Ociober |8 )4 ‘l“h”i" $  200.000 ’

I 3% Ser lue April 13, 199 26,454 26,585 :
6 Seri jue August 1. 199 24 935 24 957
l Sen due December 15 199K 2K 63K
Floating rate serie Jue Apnii 15, 1999 125,000
] % 409 Ser juz October 15, 1999 96,225 100,000
Series, due July 16 N 125,000 125,000
Ser jue April 15, 200 - 59911
A% Senies, due August 13, 200 122,430 124,980 .
\ v Sene fue January (X) 49 957 49 999
\‘ %% Series, due July 1, 200 124 850 25.000
- nstallment Senes, due July 1f X 11,650 12,080
64% Senes, due February 15, 2003 124,947 125,000
{ Series. due July 1. 20 124925 125,000
Seri¢ jue Apr 5, 2004 125,000 125.000
6 80 YCTI ue Septemb 2 ’d - 20.000)
l y b Senes, due January 13, Z(X 125,000 125,000
6 Senes, due Marct O 125000 125.000
6 90% Instaliment Ser lue September 15, 2008 55.00%)
jue Marct y 124 998 124 99K
Serne jue April 15, 20 100,000 106,000
lotal First Refunding Mortgage Bond 1,744,385 | 802, 148 !
{ nhie ni n det { Bk
Medium-term notes, Senes A 10,500 23,50¢
Mediuni-term noles, Series B 100,000 100,000 .
; Maodum-term notes, Senes ( 173,050 173,050
Pollution control loan. due July ) 16.000 36,000
Port facthiies loan, due Jun | 48.000 48 000
\djustable rate poliution control lo ue July 20,000 20,000
P ot trol revenue refunding an, due July 15, 2014 47,000 47.000
3 ELon ! pimer n, die December s 15,000 35,000
6.00% Pollution contro (124 75,000
N

Total othe term dett of BGH 544 550 482 550

¢ jue October 13,000
Vanable rates, due through 2009 116,613 151,251
lue March 15, 200 6,152 6,465

440,000 440 N

lot i m Gedt oF Lonst won Compar §75.765 597.71¢ -
CRIROITNG SICORIL ANG Proman (17,593) 17,754
Current portion of long-term debt (262,175) 41.516)
Total long-term deb 2,584,932 2,823,144




Consolidated Stat

A Decembe:

Preferred Stock

ements of Capitalization

Cumuiative, $100 par value, 1 000,000 shares authonized
Senes B, 44% 121 shares outstanding, callable ar $170 per share $ 22292
I senes ( ‘ 68,92% shares oulstanding, callable at $105 per share 6,893

l Series D, 5.40 YUO.OO0) shares outstandaimng, callable at % 1( ar
J 59,185

Total preferred stoch

Preierence Stock
Cumulatuve, $100 pai value, 6.500.006 shares authorized
Redeemable preference stock

UR6 Series, 455,000 and 470.006) shares outstar

“ ¢ e prio October 1, 1996 and at lesser amounts thereafter 45.500
> 6.75 1987 Senes, 455,000 and 485,000 shares outstanding. Callable at
$104.50 per share prior to Apri 1997 and at lesser amounts thereafter 45,500
.95 1987 Series, S00,000 shares outstanding 50,000
8() IR0 Series, S(x witstanding 50,000
) | URY 3] v witstanding 50.000
68 1) Senes., 6 S outstanding 65,000
\ 83 LAY outstanding 35,000
Current porti { redec nee stock (61,500)
ot i ahle prefer wh 279,500
Prel e SLOCK 0 1a]] andatory redemption
K 73 S KO0 shares outstanding, callable at § per share 20,000
" } $00) O A 1 urching, not abi¢ pnor to July 2N 40,000
- 69 ) Sen WO shar wtstanding, not callable prior to October 1. 2003 S50,000
¢ ) 93 Sen $00 00X tstanding it callable prior to January g g 40,000
Fotal pref { wh 1b)e nandatory redemption 150,000
)
Common Sharehoiders” Equity
Comm kw wil p vu S.000.00%) shares authorized: 14 4 an 46,054 0014
} ) i « gatD bys 194 and 199 espe vely At Decembxe
' )94 166 K ' ' he | i savings Plan and 77 655 share
Wer ¢ for the D fend Re i ind Stock Purchase Pla 1,425,378
Ke ) i 1,312,655
Unr hle for I (3.646)
Pe it vy a ) {16,521)

Total Capitalization

30,000

wding. Callable

717,866

“

$5,.791 483

(9973

47 OX%)

48 500
SULOO0
50,000
50.0(X)
65,000
15 (00
AKX

200000
40 .(nX)
SOANK)
40 .0KK)

1 50.000)

$5.995 34()




Consolidated Statements of Income faxes

[iecen 1994

Income Taxes

l £ Chang n tax elle | termnorar tHerence E¥ RO6
Chas ncome | I ible through future rate (K.580)
I Defert ' harged) to shareholder Juit (1.038)

Deferred taxes charged 10 expens 79,278

k !
(ST leof tan enact ha {er TPOTale . X s
Iy teferred ta h
0n \ 5 1 ral hroveh fu rat
D ' } 1 Y %
y
| ) edit adjustm (K.192)

Reconciliation of Income Taxes Computed at Statutory
Federul Rate to Total Income Taxes

In ne beton n ¢ ) '&4“".4"!
' v jetr m 354
Incom omputed at statutory federal ra 167,115
| | \ e taxe ue 1

\ normalized or regulated activitic 9791
\ ! for eq fund wed dunng truction (7.611)

\ ) i f defen { tax fit (X.164)
{ { Ve hrougt ) (1.754)

i red X rate dirter i n 1t Hated a Vil “."h;‘
M (3.639)
I ; " $153.853
t ' ) | 19
! | I Yoo X
1994
Deferred Income Taxes ;
)
\ $ R40.376
\ v ) { tru 208,726
) ; 93952
e " o ‘ N §3.749
e fer { 41.507
11.948
i { \ 316.630
145 064
} 1.454 952
| 3t

71,074
, ’ : slovment b 51,163

Diet { \ 52 2RK

23 90

YOR £§723

\ : \ O i e Sh $1.156.429




Nature of the Business
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Note 1. Significant Accounting Polickes
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Long-Term Debt

The discount or premium and expense of issuance associated
with long-term debit are deferred and amortized over the original
lives of the respective debt issues. Gains and losses on the reac-
quisition of debt are amortized over the remaining original lives
of the issuances.

Cash Flows
For the purpose of reporting cash flows, highly liquid invest-

ments purchased with a maturity of three months or less are

considered to be cash equivalents.

Accounting Standards Issued

The Financial Accounting Standards Board has issued Statement
of Financial Accounting Standards Nos. 114 and 118, regarding
accounting for impairment of a loan, effective January 1, 1995,
Adoption of these statements is not expected to have a material
impact on the Company's financial statements.

Note 2. Segment Information
1994 1993 1992
{In thousands)

Electric
Nonaffiliated revenues $2,126,581 2,112,147 $1,965,532
Affiliated revenues 840 - -
Total revenues 2,127,421 2,112,147 1,965,532
Income from operations 539,739 534,185 438,057
Depreciation and amortization 252,273 219,735 197 853
Construction expenditures (including AFC) 406,928 419519 346,728
Identifiable assets at December 31 6.123,194 6,012,225 5.494 354

Gas
Total revenues (nonaffilated) § 421249 $ 433163 $ 400,399
Income from operations 35,208 34,738 40,598
Depreciation and amortization 32478 23875 21.513
Construction expenditures (including AFC) 76,131 58,359 42,688
Identifiahle assets at December 31 733,624 690,783 575.513

Diversified Businesses
Nonaffiliated revenues $ 235,155 $ 196075 $ 193,605
Affiliated revenues 15,649 6,825 6,468
Total revenues 250,804 202,900 200,073
Income from operations 60,315 47.4¢ 56,654
Depreciation and amortization 11,199 10,303 10,149
Identifiable assets at December 31 1,158,162 1,166,997 1,090,667

Tota!
Nonaffiliated revenues $2,782,985 $2.741 385 $2.559.536
Affiliated revenues 16,489 6,825 6.468
Intercompany elimmations (16,489) (6.825) (6,468)
Total revenues 2,782 985 2,741,385 2.559.536
Incotme from operations 635,259 616,292 535,309
Depreciation and amortization 295950 253913 229,515
Construction expenditures (including AFC) 483,059 477 878 IBV416
Identifiable assets at December 31 8,014,980 7,870,005 7,160,534
Other assets at December 31 128,558 117.034 213,823
Total assets at December 31 8,143 538 7,987,039 7,374,357

Cervtain prior vear amounts have been veclassified 1o conform o the curvent xear s pressniglion

Baltimore Gas and Electric Company and Subsidiaries
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Note 3. Subsidiary Information
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Note 4. Real Estate Projects and Financial investments

1994 )

ropen $267 453

JO3 KK
nh Qe
| $471 43 4 fark
\ !

1994
| & K7 7N
Murk §1.178
| X014 14
| 37 451

| 2.4 540

Note 5. Regulatory Assets
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Note 7. Termination Benefits

Note 8. Short-Term Borrowings
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Note 9. Long Term Debt
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Note 13. Commitments

Note i2. Taxes Other Than income Taxes

1994
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Note 14. Fair Value of Financial Instruments
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BGE Board of Directors
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BGE Boards of Directors and Officers

Corporate Officers
Baitimore Gas and Electric Company

Christian H. Poindexter
Chatrman of the Board and Chaef

Executive Officer
Age: 56 Years of service: 27

Fdward A. Crooke
President and Chiel Operating Officer
Age: 56 Yeurs of service: 26

George C. Creel
Senmor Vice President, Generanon
Age: 60 Years of service. 39

Thomas F. Brady
Vice President, Customer Service
& Distnibution
Age 45 Years of service: 25

Herbert D. Coss, Jr.
Vice President, Gas
Age 60 Years of service: 3K

Robert E. Denton
Vice President, Nuclear Energy
Age 51 Years of service: 24

Carserlo Dryle
Vice President, Electne Interconnection
& Transmission
Age: SO Years of service: 23

Jon M. Files
Vice President. Management Services
Age: 59 Yoears of service: 37

Ronald W. Lowman

Vice Presadent, Fossil Energy
Age: 50 Yoars of service: 26

60

G. Dowell Schwartz, Ju.
Vice President, General Services
Age: 5B Years of service: 36

Charles W. Shivery
Vice President, Finance & Accounting
Chief Financial Officer and Secretary
Age: 49 Years of service: 22

Joseph A, Tiernan
Vice President, Corporate Affairs
Age: 56 Years of service: 26

Stephen F. Wood
Vice President, Marketing & Sales

Age: 42 Years of service: 18

Richard M. Bange, Jr.
Controller and A - sistant Secretary
Age: 50 Years of service: 23

Lymne H. Church
Treasurer and Assistant Secretary
Age: 51 Years of service: 10

Thomas E. Ruszin, Jr.
Assistant Treasurer
Age 40 Years of service: 18

Changes in Officers
Stephen F. Wood, former manager of
Special Customer Projects, was elected
1o the position of Vice President,
Marketing & Sales, effective
October 1, 1994

Board of Directors
Constellation Hoidings, Inc.

Christian H. Poindexter
Chairman of the Board. Consteliation
Holdings, Chairman of the Board and
Chief Executive Officer, Balumore
Gas and Electne Company; member
since 1985

Bruce M. Ambler
Peesident and Chief Executive Officer,
Constellation Holdings; member
since 989

H. Furlong Baldwin
Chairman of the Board and Chief
Executive Officer, Mercantile
t-mkshares Corporation (bank holding
¢ oaany), Baltimore: member since
1987, sorves on audit commitiee

Edward A. Crooke
President and Chief Operating Officer,
Balumor: Gas ard Electnic Company;
member since 1993

Roger W. Gale
President, Washingion International
Energy Group (energy consulting).
Washington D.C.; new member as of
1995 serves on audit committee

Jerome W. Geckle
Retired Chasrman of the Board, PHH
Corporation (vehiclz. relocation, and
management services). Baltimore;
member since 1985, chairman of
commitiee on management

Baltimore Gas and Electne Company and Subsidiaries




BGE Boards of Directors and Officers

Edward W. Kay
Retired Co-Chairman and Chief
Operating Offices, Ernst & Young
“sentified public accountants),
Viashington, D.C.; member since 1985;
chairman of sudnt commitiee

George V. McGowan
Former Chairman of the Board and Chief
Laecutive Officer, Baltumore Gas and
Electric Company. member since 1983

Mavo A. Shattuck 11
President and Chief Operating Officer,
Alex. Brown, In. Ginvestment banking
and securities brokerage . Baltimore,
member since 1994 serves on committee
on managesmnent

Bernard C. Trueschler
Former Claairman of the Board and
Chief Executive Officer, Raltimore
Gas and Electric Company , member
since 1983

Changes in Directors
Effective January 1, 1995, Roger W. Gale
was clected to the Board of Directors of
Constellation Holdings. Dr Gale s the
founder and President of the Washington
International Energy Group, which
provides advice, analysis, and tracking to
executives on utihity 1ssues

Paul G. Miller retad from the Board of
Directors, effective December 31, 1994

Officers
Constellation Holdings, Inc.

Christian H. Poindexter
Chairman of the Board,
Constellation Holdings, Inc

Bru : M. Ambler
President and Chief Exccutive Officer,
Constellatior Holdings, Inc,
Acting President, Constellation
Energy. Inc.

Steven D. Kesler
President, Constellation
Investments, Inc.

Randal! M. Griffin
President, Constellaton Real Estate
Group, Inc

James W. Jeffcoat
President. Constellation Health
Serviges, Inc

bert E. Windham
President, Church Street Station, Inc.

R Y

Board of Directors

BGE Home Products & Services, Inc.
BGE Home Products & Services was
created as a wholly owned subsidiary of
Baltimore Gas and Electric Company on
July 1, 1994, The new subsidiary
combined the related activities of
merchandise sales with gas and apphance
operations and will allow BGE greater
freedons 1o aperate in a competitive
marketplace

Haltimere Gas and Elecirie Company and Subsidiaries

Edward A. Crooke
Chairman of the Board, BGE Home
Products & Services; President and Chief
Operating Officer, Baltimore
Gas and Electric Company

Christian H. Poindexter
Chairman of the Board and Chief
Executive Officer, Balimore Gas and
Electric Company

William H. Munn
President and Chief Executive Officer,
BGE Home Products & Services

Changes in Directors
Effective January 1, 1995, Wiiliam H.
Munn was elected President and
Chief Executive Officer of BGE Home
Products & Services. Mr. Munn was the
president and owner of Maryland
Environmental Systems, Inc., a Maryland-
based company specializing n the
mstallation and sarvice of commercial
and residential heating, air conditioning,
plumbing, and electrical systems. BGE
purchased MESI in December 1994,

Officers
BGE Home Products & Services, Inc.

Edward A. Crooke
Chairman of the Board

William H. Munn
President and Chief Executive Officer

E. Frank Bender
Vice President, Merchandise

61.
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Five-Year Statistical Summary

5 , 1994 1993 1992 1991 1990
, Common Stock Data

Quarterly Earnings Per Share
Farst Quaner $ 49 $ 38 $ .37 $ 40 § 54
Second Quarter 39 31 20 38 23
Third Quarter 79 1.01 84 K4 72
Fourth Quarter 26 14 - 05 09)
Total $1.93 $1.88 $1.63 $1.67 $1.40

Dividends
Dividends Declared Per Share $1.51 $1.47 $1.43 $1.40 $1.40
Dividends Pad Per Share 1.50 .46 1.42 1.40 1.40
Dividend Payou Rato 78.2% 79.5% 87.7% B3 8% 100.0%

Market Prices
High $28% $274 $24% $224 $23%
Low 20% 22% 19% 174 164
Close 2% 28% 23% 224 18%

Capita! Structure

Consoldated
Long-Term Debt 46.1% 47 4% 46.1% 47 8% 47.9%
Short-Term Debt 1.0 - 0.2 3R 41
Preferred and Preference Stock 89 92 98 10.1 10.2
Common Sharcholders” Equity 440 434 439 383 378

Unlity Only
Long-Tern Debt 43.6% 44.5% 42 9% 45.6% 45.0%
Short-Term Debt 12 - 0.3 34 36
Preferred and Preference Stock 10.5 10,9 11.6 12.1 12.3
Common Shareholders’ Equity 447 446 452 3R89 39.1

The sum of the quarterly earnings per share ameownts may not squal the iota! for the year due to changes in the average number of shares outstanding throughout

the vetar

62,
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Shareholder Infcrmation

Common $tock Dividends and Price Ranges

1994 1993

Dividend Price Dividend Price

Declared High  Low Declared High  Low
Farst Quarter s $25% $22% $ .36 $26% $22%
Second Quarter 38 24% 20'4 37 26% 234
Third Quaner A8 2¥4 20 37 27'% 25'
Fourth Quaster . 23% 21% . 1 | 26'4 23%

Total $151 $ 147
Dividen: Policy Annual Meeting

The common stock 15 entitled 10 dividends when and as declared
by the Bowrd of Directors. There are no linitations in any inden-
ture or other agreements on payment of dividends. Hoiders of
preferred stock (first) and holders of preference stock (next),
however, are entitled to receive, when and as declared from the
surplus or net profits, cumulative yearly dividends at the fixed
preferential rate specified for cach series and no more, payable
quarterly. They are ~'so entitled 1o receive, when due, the applic-
able preference & b redemption payments before any dividend
on the common stock shall be paid or set apart. Dividends have
been pard on the common stock continuously since 1910, Future
dividends depend upon future earnings, the financial condition of
the company. and other factors. Quarterly dividends were declared
on the common stack during 1994 and 1993 in the amounts
shown above

Common Stock Dividend Dates

Record dates are normally on the 10th of March, June, September,
and De _uoer. Quarterly dividends are customarily mailed 1o

< .. 0t sharchaider on or about the 15t of April, July, October,

and January

Dividend Reinvestment and Stock Purchase Plan

The company s Dividend Reinvestment and Stock Purchase Plan
provides an opportuniy for holders of the company 's common
stock 10 acquire additional shares of such stock i a convenient
and economival manner. Participanis in the plan may reinvest cash
dividends on all or a partion of thewr shares of common stock
and/or make optional cash payments

Stock Trading

The vcompany 's common stock. which 1s traded under the tcker
symbol 8GE, is listed on the New York, Chicago, and Pacific
stock exchanges, and has unbsted trading privileges on the Boston,
Cincinnati, and Philadelphia exchanges. As of December 31, 1994,
there were 81,505 common shareholders of record

Transfer Agent and Rogistrar
Harris Trust and Savings Bank
Chacago, Hhinos

The annual meeting of sharcholders will be held at 2:00 p.m.
on Tuesday, April 18, 1995, at the Omni Inner Harbor Hotel,
101 West Fayette Street. Baltimore, Maryland.

Form 10-K

Upon written request, the company will furnish, without
charge, a copy of its Form 10-K annual report, including
financial statements, after it is filed with the Securities and
Exchange Commission in March 1995, Requests should be
addressed to Charles W. Shivery, Chief Financial Officer
and Secretary, Vice President-Finance & Accounung,

P. O. Box 1475, Baltimore, Maryland 21203-1475.

Auditors
Coopers & Lybrand L.1.P.

Executive Offices
Gas and Electnic Buidding
Charles Center
Baltimare, Maryland 21201
Mail: PO. Box 1475
Baltimore, Maryland 21203-1475

Shareholders’ inguiries and Assistance

Sharcholders desiring assistance with lost or stolen stock
certificates or dividend checks, name changes, address changes,
stock transfers, or other matters should call the sharcholder
services representatives on our toll-free telephone numbers.

The following toll-free telephone numbers are available
during our pusiness hours, B:00 a.m. 10 4:45 p.m.:
Balumore Metropolitan Area (410) 783-5920
Within Maryvland 1-800-492-286/1
Outside of Maryland 1-800-258-(499
TTY/TDD Hearing Impaired 1-800-492.5539

Letters should be addressed t
Belumore Gas and Eler
Sharehosder Services
PO Box 1642
Baltimore, Maryland 21203-1642

Company
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