BALTIMORE
GAS AND
ELECTRIC

1650 CALVERT CLIFFS PARKWAY « LUSBY, MAHYLAND 20657-4702

Geonar € Caeel
VICE PRESIDENY
NUCLEAR ENLRG Y July 31, 1992
(410 260 Aany

U. 3. Nuglear Regulatory Commission
Washington, DC 20555

ATTENTION: Director, Nuclear Reactor Regulation

| SUBJECT: Calvert Cliffs Nuclear Power Plant
Unit Nos. 1 & 2; Docket Nos. 50-317 & 50-318

| Guarantee of Retrospective Premium

Gentlemen:

In accordance with the requirements of 10 CFR 140.21, we are submitting our guarantee of payment
of deferred premiums for our Calvert Cliffs Nuclear Power Plant reactors.  Accordingly, we are

enclosing herewith:
Exhibitl - A copy of the 1991 Annual Report 1o Shareholders of Baltimore Gas
and Electric Company containing certified financial statements.
Exhibit 11 - A copy of quarterly financial statements as of June 30, 1992,

Exhibit 1II - A copy of Projected Cash Flow for the twolve months ended July 31,
1993.

Exhibit IV« Narrative statement on curtailment/deferment of capital expenditures (if
any) 10 ensure (hat retrospective premiums up to $10 million per reactor
per year for each nuclear incident would be available for payment.

Should you have any (urther questions regarding this mattor, we will be pleased o discuss them with

: you.
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“Our strategy is to ensure steady long-tevm growth by providing
consumers with new choices in ennergy products and services.”

for that proceeding, we do Lot
know when it will be resolved.

In terms of athet rate iwsues,
1901 earnings reflect electric rate
increases effective in December
1990, as well as the increase assoc-
ated with Brandon Shores Unir 2
being placed in service in May
1991, It also reflects our purchase
of power, beginning in October
1991, from Pennsylvania Power &
Light Company ‘s Susquehanna
nuclear plant, On the gas side, the
Public Service Commusion of
Maryland suthorized a $4 million
increase in our gas rates, beginmng
October 1991, This represents a
1% merease in annual gas revenues.

Toward the middle of this
decade, Central Marvland will necd
addivional generating capacicy. The
question of how to supply that gen-
eration has become a far more
complex issue than it used 1o be,
because we have more options 1o
factor into our integrated resource
plan. On the demand side,
improvements in technology mean
that conservation can play & grow-
ing role. We are committed to
marketing conservation equipment
aggressively wrd to working with
the state and the community to
develop a comprehensive
conservation strategy, On the sup-
ply side, the apening of the power-
production business to a greater
number and vaniety of players

feaAns greater oppariynities to
purchase power. Over the long
term, conservation and non-utility
generntion will be aptions that
complement our construction of
new generating plants.

| want to add 4 word of caution
here, though, about the relavonship
of independent power projects and
utilities. Through our Constellation
Energy Group, we rerve as an inde-
pendent power producer on the
national level. In fact, we see the
energy field as the prmary focus for
Constellation's future growth. As
pleased as 1 am o see the growth of
the independent power market, I'm
also very aware that the unlity bears
the responsibility to provide rehable
service, That s why we proceed
cautiously when talking 1o indepen-
dent producers. Nat every proposal
presented by a non-utility generator
is good tor our customers, We look
for projects that meet our needs in
terms of uming, location, reliability,
and cost. If a third-party producer
can meet those needs, then we're
interested. That was the case with
the AES ¢ "arporation. We recently
signed a contract with thein o
develap, consvruct, and operste a
300-megawatt coal-fired plant in the
northern part of our tervitary,

1¢'s still onar job as a wrility 1o
select the most cost-effective option
for our customers. We will build a
plant ourselves, as we are doing with

our Perryman project in Harford
County, unless * third party better
meets our customers’ needs, These
inereased oprions give us greater
choice: they don't shift the burden
of responsibility.

Looking hack on 1991 from a
COFPOTALE PEFSPECtIvE, 1L Was, in maost
wavs, the kind of vear | enjoy report-
ing. We completed a numiber of
important projects, We continued to
streamlime and improve our organt-
aation. Ve strengthened our camn-
ings. Although the sertormance of
our Constellanon subs’diario as a
whole was disappoirang, their
results do cerrespond with the reces-
sionary economy. This is particu-
larly in line with a downturn in
cectain financial investments and the
ceverely depressed real esate market
in the Baltimore-Washington area,
Mare irepartant in terms of Constel-
lation's ultimate direction, the
Frergy Group continued to expand.
Although its 1991 results were lower
than we had haped, this was caused
in part by a delay in the recognition
of income an certain projects that
will appear as 1992, rather than
1991, incame, From our perspective
as both a utihty and an independent
power producer, the energy business
has & braght future,

The current economic slowdown,
however, means that st will take
longer for us to realize the growth
we envasion. Barring a repeat of last
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utility business with diversihed aon-utility operations. As the first gas uthity and one of

the first electric utihties in the United Nates, we have a !wlu_' trachition of SUPCTIOE sevicy
and rehability, Our utility strategy tor the future focuses on maintaining both that tradition
and our position as one of the lo vest-cost producers in the mid-Atlantic region. Our diversified
activities, under the direction of Constellation Holdings, are designiod to provide meaningful earnings
support to the Company while allowing us to take advantage of new business opportunities that use
our expertise and experience. Consteliation Holdings holds the stock of three companies that are
involved in four lines of business: power generation proocts, real estate devels pment, senior living
and health care, and investments and financial services

BNG, Inc., another wholly owned subsichary of the Company, invests in natural gas reserves an
abtaine gras from nontradinonal sources

Fhe Company and its wholly owned subsidiaries have me ¢ than 9,000 ernployees

The BGEE utility service
area ncludes Baltimare Cecit

Counuy
City and all or part of

mine Central Maryland

counties. The area served
Territor '
with electricity approxi o f_’,:{:;rm"
mates 2,300 square miles
Territory served
with gas

with 2,528,000 residents, kB Baltimore
while the area served ] : Gy
with gas includes 616
sqriare miles with a
population aft 1.910.000

\
Washington
DCH

Calvert
County
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in the plant and the recovery of
current annual aperating expenses.,
At the same time, a $58 million
decrense in annual electric fuel rate
revenues became effective, reflect
ing estimated fuel savings from the
plant’s vperation.

The Maryland Commassion also
authonzed a surcharge to electric
base rates beginning on October 1,
1991, 1o provade for the recovery of
8§53 mullion of purchased capacity
comts that began at that tme,

On September 18, the Maryland
Commussion issued an order adape
ing a settlement agreement that
had boen formulated between
BOGAE and intervening parties,
This coacluded BGEEs gas base-
rate case tiled on April 2, 199),
Under this agreement, BG&E was
allowed 1o increase gas base rates 1o
produce an additional $4 million in
annul gas revenaes, effective with
service rendered beginning Octo-
ver 1, 1991, This represented 4 1%
increase (0 annual gas revenies,

* Change in Accounting
Dunng 1991, the Company
adopred Sttement of Financial
Accounting Standards No, 96

(FASE 96), "Accountmg for
Income Taxes.” This requires a
change in the method of account-
ing for income taxes. As a result of
udapting FASB 96, net income of
the Constellation Compunies
increased by $20 million, or $.23
per common share, This increase
reflects the reversal of that part of
the liability for future iIncome taxes
that had been recorded in prior
years at higher tax rates, Changes
in the utility's liability for future
Income taxes, as o result of this
change m accounting, did not affect
utihty earnings, For 2 more detailed
discussion of FASBE 96, see Note |
in the notes to consolidated finan
cial statements on page 0.

« Utility

Construction Expenditures
During 1991, the utility’s construc-
von expenditures amounted 1o
$456 milbion, including $37 million
in Allowance tor Funds Used
During Construction (AFC),
Construction expenditures for
clectric facilities were $406 million,
and $30 million was spent on

gas facilities.

p— i e B B e

The unlity's 1992 construction
expenditures are currently
estimated at $325 million, includ-
ing $25 million in AFC.

The most significant project in
the construction program is the
planned capac.cy additions at the
Perryman site. Other electric
construction projects include
improvements to BG&E's existing
generating plants and to its trans-
mission and distribution facilities.

= rinancing Matters

Unility financing activities during
1991 consisted of ssuing $241 mil-
hon of long-term deb, $35 million
of redeemable preference stock,
and $32 million of common stock.
During the year, retirements of
long-term debt totalled $316 mil-
hion, and $23 million of preference
stock was redeemed.

During 1991, Constellation
Holdings, Inc, privately placed $95
million of debt with maturities of
four to six years, and $167 million
of long-term debt was repaid.
Financing matters are discussed in
mare detail on page 29,
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« Utility

Flectrre Sales

Although el ane sales to customers
n 1991 vose by 4.7, this inerease
repre - dosaorge in asage duomg
last summet's record breaking heat.
Remdential sales rose 8.8%, and
commercial and industrial sales
rose 2.1%, On July 23, we set six
new hourly peaks for electricity
consumption, finally reaching
§.910 meguwatts at 600 pan. This
figure surpassed nor only our July
1990 peak, but also the peak set
four days carlier,

Adjusted for the weather, 199
clectric sles reveul the effect of the
recessicn o our business. Overall
sales grew by less than 1% Rew-
dential sales grew by only 2.2%.
Caommercial and industrial sales
mnereased marginally by 0.2%. Bar-
ring another summer of record-
breaking weather, we expect only a
sinall increase in 1992 sales, We
dre responding to the cconomic
downturn by concentrating on
improving productivity, quality,
and cost control,

Gieneration

Owr generating and transmission
systems allowed us to meet last
sumimer’s demand comtartably,
without using our Faergy Manager
Program. The two key factors
behind that comfort marem were

SR b A

the Calvert Chifls Nuclear Plant,
which operated at full power

maost of the summer, and the new
Brandon Shores Uit 2. This
Hi40-megawatt coal-fired unit
entered service in May on schedule
andd wathin budget. Calvert Cliffs
performed reliably and safely: Our
people there exceeded § million
work<hours without a lost-time
scctdent and set a plant record for
rachation safety.

Puring the pesiod in 195990
when Calvert Cliffs was out of ser-
vice, we rehed heavily on fossal units
Inule in the early 19405 and 50«
We are now in the process of
retiring the oldest of these units,
because it 1s not cost effective 1o
continue their longterm aperation.
We retired Riverside Unit {,
approximately 60 megawatts, in
Ogctober 1991, Riverside Units 2, 3,
and § (about 200 megawatts total)
will be retired by the end of 1993 as
will Units 3 and 4 at Westport.

Conservation

In April 1991, BGEE signed an
agrecinent with the Public Service
Commission of Maryland, Office of
the People’s Counsel. and customer
and envirommental groups, estab-
hshing a collaborative process e
pramote energy conservation, The
vollaborative ix addressing a range

af issues, including cost recovery

atd incentives in demand-side
management programs, regulatory
policy, and program design. moni-
toring, and evaluation, We have
developed conservation programs
for all custarner classes and filed
them with the Commission in
December for impleraentation in
1992 These and tuture programs
will blend with our menu of
demand-uie aprioms affered under
Conserve 2000, By the end of the
yvear 2000, we expect conservation
to reduce our summer peak load by
more than 750 megawatts.

Cras

Tual gas sales increased less than
1% fram 1990, refecting both the
prevathing economy and mild win-
ter weather carly in 1991, Residen-
tial sales ncreased 4.3%, while
commercial and industrial sales
devreased 1.7%. Over the short
term, gas sales will mirror eco-
nomic conditions, but as the decade
progresses and we pursue new
markets for gas, we expect
revenues will increase.

On the natuonal level, the natu-
ral gas industry is in a period of
transition. The Federal E wergy
Regulatory Comnussion (FERC)
has issued a notice of nroposed
rulemaking on gas-industry service
abligations that we see as adversely
affecting the dependability of gas
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We're helping h*mirt

way. in conservation
taking enérgy-effic
measures ¥ ok

and éncouragi
-
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Consefvationdakes many . 4,
forms-—trom the figsign,
Tonstruction and opefh
tion of an efficient
power plant like iﬂdn
don Shores (left) to an
individual consurer's
whoice of light bully
(mset). Brandon Shores’

~two 640-megawatt units

“ burn low-subbur coal,
keeping the plant well,
within government
mandated emissjpns
standacgs. New

* fluorescent lighting
technology allows
customers to enjoy ¥
opygium lighting, while
rr(x\ng' electric bills.

i

w

Coal ash, a bywproduct of
coal combustion, is a
recyclatfe resource. We
market it to the con

“struction industry for a
variety of uses. The
Brandon Woods Erie’ergy
Business Park (above)
uses coal ash fram our
Brandon Shores plants as &
structural fill,
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640-megawatt coal-fired Brandon
Shares Unit 2 began seroice
spring 1991, it gave our customners
cost-effective power exactly when
they needed it. To accomplish that
goal, we adjusted the plant's sched-
ule over a period of nearly two
decadies, ultimaiely completing the
project within budget, Independem
producers, on the other hand, often
expect to deliver a completed plant
whether or not load growth contin
ues 1o warrant the additional
power. That is part of the reason
why we reserve the nght to build
aew capacity and why, when we
seek to purchase generation, we
choose partners who share our cus
tomer onentation. Our flexible
power-purchase contract with
Pennsylvania Power & Light Cam-
pany epitamizes Our Comintment
to providing ratepavers che lowest-
cost source of elecrmiaey while

ensuring relishility,

We Favor Valuwiary

Framsmassion Access

The development of the macpen-
dent power market depends on the
answer to the question of who can
use unility mracsmission facilines
We have auctioned our exeess
tranistingsion capabiliny in the past
We are eager to ofter tr stssion
service in the furure bot pndy when
it does not intertese with our pn

miary responsibility ro provide

economical service to our cus-
tomers. Congress is considering
legnstauon that would open trans
nussion aceess 1o non-utility gener
ators. As both a ality and an
independent producer, we believe
valuntary access is the best way to
expand the market withowut sacrific-
ing ¢ither the rehabibity of the
nation's electrical system or the

hest interests of our customers

Conmervation-—HWe Are Duing it Right
Advances in energy-efficientt h-
ninogy 1rake it possible for us to
expand our successtul demand-side
n\.ln;igl'l"\'nr lll‘l D.L'r'."ll\ o a <o
prehensive conservation eftort
called Conserve 2000, The Mary-
fand Public Service Commission,
responding to widespread public
and governmental commitment to
conservation, is working with us

o compensate BGRE tor loss in
reverues. By Anding a new solution
to providing a rerurn on invest-
ment, enlightened regulation will
allow us 1o achieve the promise we
S€€ 1IN conservation,

We are participating in a collab-
aration of rcgul.ua s, eRvirontmen-
tal groups, and customers, working
to identity anct implement the most
i'ﬂ-tt‘u\ ¢ conservatuon prv lg,"r‘."“‘\ tor
our territary. Although Conserve
2000 15 only a part of the wial nic-
ree, it will play a vital role in our

{ong-term resource planning. W

We sell
electric-
ity used
during off-pea¥ TS
hours—evenings and
at a reduced rate to our time-of-use
customers because off-peak usage
helps with load management.
Smart House technology will make
it easy 1o get the most . t of time-
of-uve rates. But customers dnn’t
need futuristic home automation
to save money on electricity. When
a customq < igns up for time-of-use
rates, we install a computerized
meter to measure how much
electriaity is used and when

expect it to reduce our peak
demand growth by about 35%

aver the nexe 15 years

A Quality—We're m Good Sk.ape
Our projection of BG&E's fuel mix
during the "90s calls for 30% coal.
We've worked hard in the past to
meet stringent air quality regula
tions, anid, as a result, we are in a
good position to comply with the
inttial requirements of the Clean
e Act of 1990, Over the long
term, though, we will face addi-
nonal costs to reduce sulfur dioxide
and nitrogen axide emiswons to the
leve s mandated by later stages of
the Clean Air Act




AMthough it will eventually ¢ The Gas Busing
morease generation costs, the Clear For many reasons, tl 1T right
Air Act has stimdated growth in for growth in the natural gas bu
OLr gas business and may s!vl pro ness, Coas s cot petitive I pn
vide marketing opportunities for omestically avatlable, clean
our glectric business in the form of g, and ¢l I'echnolog)
alternatvely fueled vehicle nprovements make it safer
Hmnpyh the Fleotric Powet and less ¢pensive to install. Ar
Rcs(';nnh ll‘\Hl!:h We are paruc MIANY DUSInessSes are converting
;m!mgmu»\c.n\hu: electne cars gas caupament to help ther 1tst
We will be prepare | to aoftter ow enviranmental regulations
customers that option should the Macc narural gas vehicl
utomotive industry make electri fewer pollutants than then
vehicles available gasoline-powered counte: pars
they can !.‘f;‘t;t‘z-'\"\lil M

Nuclear Power- ~He're

with provisions of the Clean Anr

Continually Improving Act of 19%0. We expect 1o huild a
Over the past several years, we have natural gas fueling stavian in 1992
been engaged in a thorough mod In addition, plans call tor simila
ernization of our Calvert Clitts stations in future vears. We alsq
Nuclear Plant. This assures thar have made arrangements with the
Calvert Cliffs will remain our core State of Marvi.ad to place natura

1,

producer of electricity well into the

next century. Despite the demands

of its physical and organizational

overhaul, Calvert Clifts continues to

‘K‘ AN EOONOUS 482t 1Or our cus

tomers, saving $5 bilhon in fue
!

costs since 1t began service 10 the

mid-"7 s

This brochur¢, available to all our customers
describzs the programs included in Conserve
20V, our comprehensive plan to help customers

save energy and money and also help protect
the envitonment Conserve 2000 is tor everyone
"

individuals, businesses, schools, and institutions

We can all contribute, and we can all save

th
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The growth of the natural

+: tommercial opportunities

-
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for us, canvenience and
mfdrourwstm
and dlear advantages for

. the environment. it can

fugl a power plant, a
small co-generation unit,
avehicle, or ah air condi-
tioner. Under our Con-
serve 2000 program, we

State of Maryland ina
pilot program to evaluate
the performance of vans,’
like the one shown (left),
on both compressed and
liquified'natural gas. Our’
goal is fo lessen Mary-
hnd‘s‘e on
impoyrted oil and ease

. poliution by reducing

mmwm

powchvehkieson
theroads.

oﬂe&owarge
and indygtrial
alow—cost N
alternative to ineet cool-
g needs. A chiller like
the one shown (inset) in a
Mownlaniﬂme *
bank, can reduce energy
m‘sby”%mdp&yfov
themselves in less than
three As a by-prod-
vtt.ha! the engine




Rec orWat; cambinéd
with several spvere
storms, made the sum
mer of 1991 a continu-
ous challenge for our
Qistribution Division. In .
August, just as we fin-
stied gestoring service

after storms in our own
territory, we received an
emergency call from the
Edison Institute’s Mutual
Assistance Group. Hufti-
cane Bob had left 70%
of the Cape Cod penin-
“sula without electricity.
Mbre than 100 BG&E
volunteers and 50 vehi-
clesr ificluding our new,
mabile command center
(below), went to help. In X
“atidition to reimburse
ment for our costs from
“the New England glectric
(ompé'n.nesh we rgceived

. valuiable expérience
working in‘eXtreine con-
ditions {right) as well as
an outpour’og of grati-
tude from the people we -
helped. While Hurricane
Bob was an extraordi- . '*
nary event, the perfor-
mance of qur people
was not. We are commit-
ted to superipr customer
séhvice in everything we
do. It's our job to listen -
16 our customers, investi-
gate their conterns, and
resofvé them quickly.
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Baltimore Gas und Flectric Company and Subsiduaiies
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George V. McGowan

Charrman of the Boird and Chief Fxecurive Officer

Christian H. Poindexter
Ve Chairman of the Board

H. Furlong Baldwin

Chairman of the Board and Chief Executive Officer,
Mercantile Bankshares Corporation (hank bolding

company), Baitimore
1. Owen Cole

Charrman of the Executive Commurtee, Firt Marvland
Bai corp (bank bolding companyi, Baltemore

Dan A, Colussy

Chuirman of the Board, President, and Chicf Exveutive Officer,

UNC Incorporated ( aviation services), Annapolis, M.

Fdward A. Crooke

President — Utidity Opevan ms

Leshic B, Oisharoon

varmer Chamman of the Board and President,
Moanwmenta! Covporation (insurance), Baltrmore

Sister Kathleen Feeley, S SN.D.
President, College of Notre Dume of Marvland

(education), Baltimore

Comiroittees of the Board

Audit Committee
Mr. Radelitte, Chaerman
Mr. Haldwin

Mr. Cole

Mr. Russell

Executive Committee
Mz, Trueschler, Chamrmnm
Mr, Crooke

Mr. Disharoon
Sister Feeley
Mr. MeGowan
Mr. Posdexter
Mr. Radehfte

Commitire on Management

My, Greekle, Chatroman
Mr. Cole

Mr. Disharoon

Vr. Sullivan

Committee on Nuclear
Power

Mr. Wells, Chaprman
Mr. Calussy
Sister Feeley

M. Miller
Mr. Pomdexter

Board of Directors @

Jerome W, Geckle
Chatrman of the Board (Ret.), PHH Corporation (vebidle,
refocation, and faciliticc management services), Bultomore

Paul G. Miller
Chairman of the Baard Supercomputer Systems, Inc. (design,
manifacturing, and sules of supercompaters), Baltimore

George G Radcliffe
Former Chatrman of the Board and Chief Exccutroe Officer,
The Baltimare Life lnsurasce Company (tisurance), Baltimore

George L. Russell, Jr., Fsq.

Partner, Piper & Marbury tlaw firm), Baltimore

Michael D, Sullivan
President and Chief Executrve Officer. Merry-Go-Round
Entevprises, Inc (specialty vetarling), Joppa, Md.

Bernard C. Trueschler

Chairman of the Executive Commurtee

Harry K. Wells

 bairman qf'r}w Boarid (Rerived), McCormuck & (.'ompm{y. Ine.

(food precessing, spices. etc.s, Baltimore

Chang#s in Directors

Durning the year, Willard Hackerman reached normal
retirement age and did not stand for reelection at the
Annual Shareholders Meeting on April 19, 1991,

Efteetive January 1, 1992:
Dan A. Colussy, Chairman of the Board, President
and Chuet Fxecutive Officer of UNC, Inc., was elected
e the Board of Directors of the Baliimore Gas and
Electric Company.
Michaet . Sullivan, President and Chief Executive
Officer of Merry-Go-Round Enterprises, Inc., was
elected to the Board of Directors of the Balumore Gas
and Electric Company,






'l?\‘.‘fll.\\ k:\

long Raldvwin Chrostnan H. Poindexter

w B. Disharoon




T I N o T T e DTy r— e pm e B R o B T R S —

. &W F imm‘ M Baltmosre Gas and Electric Company and Subsidiaries

S hman R

Cartgm pevir-yiar amounts dave been restated 0 comporm sriht the corvent war's precentation

1991 1990 198 1988 s
(Doflar Amounts v Thousands, Escept Per Share Lawants)
Summary of Qmm
Towal Revenues... . $2459493 $2,187.562 82,032,000 $1.921.241 $1,878,970
Expenses Other H\an Lt uerm and lnwme 1 aves . 1,958,038 1,854,183 1555424 1LAM291 - 1,356,848
Income From Operations ... Atk einiaept A b S01458 333379 476,585 496,950 §22,122
Other Income
Allowance for equity funds
used duling ConSIUEHIOn ... oo i 23,596 27,084 15,564 16,056 16870
LRI BRI .y ol s g o b 3,031 9,589 12,364 7498 2,276
Total ather MOUIIE (.o v . 26,627 36,675 . 30,028 23554 - 24146
Income Before Interest and Income Taxes ... . §26082 370054 507,513 520,504 546,268
Interest Expense
T LT T R S S S e 221,098 200,922 164,369 136,071 129871
Allowance for borrowed hmds
used duAng CONSITUCHNN. .coovvnrcisiinsrincins (13.870) (26.266) (14,776) (12075 {14,069)
Net interest expense ....... T o TP, 200 B 207,228 174,656 149,593 123,996 11580
Income Before Income Tanes ..o 120,854 195 398 737920 394,508 430 406
:
| Income Taxes i 87,173 19,952 Blody 93096 130,368
Income Before ( umulnuw } ﬁect ui ( hlng;'s
in Actounting Methods... o 233,601 175, M6 276,291 03,412 300,098
Cuamulative Effect of (,h.mge in rhc \1cthud
af Aceounting for Income Taxes . B 19,745 - - - -
Cumulative Effect of Changs in the \h:thnd
of \wmmtmg for Unbilled Revenues,
Net of Taxes .. s T .= 37,754 . o 1 -
Net Income.... 253,426 213,200 276,291 303,412 300,098
Preferred and Pn-fcrencr Stock I)mdtnds ............. - A7 40,261 L) 29378 26406
Earnings Applicable to Commen Stocli oo 8 210,680 $ 172930 § 243910 $ 274,07 § 271,62
-
Earmings Per Share of Commeon Swack
Betore Cumulauve Eftect of (Ihanga
in Accounting Methods... . §2.28 $1.64 $3.05 $3.47 S347
Cumulative Effect of (.hange in the Muthod
of Accounting tor Income Taxes .. 23 - - - -
Cumulative Effect of Change m the 'ﬂethnd o
Aceounnng for Unbilled Revenues. .. aih | =it et g | 46 I et . T T - 0
T ) BEarnings Per Share of Comimon chk .......... 2.5 2.10 $3.05 $3.47 $3.47
Dividends Dieclared Per Share of Common Stock . $2.10 2.10 $2075 $1.978 S1LR7S
Rauo of Earnings to Fixad Charges ... , 243 1.96 a2 383 322
Ratio of Earmings o Fixed Charges and Preﬁrrui
andl Peference Stock Dividends Combined ... 1.93 L6l 250 1.01 1.20
- Financial Statistics at Year End
. OB ASSOTS oo voenss s niss o nias soesisions s L ST078.847 $6,710,375 $5 VRS 679 $5.126,362 84,780,167
Capitalization
_‘ Long-term debt ... it i b $2,390,115 2,193 R4 $2.076,620 $1,769,066 $1,707 407
; Preferred stock .. 59,185 SO 185 30,188 59,185 59,185
‘ Redeermabile prr:icmke xmds Fram T 308 500 365,000 322 800 229,606 186,400
| Preterence stock not subject to
| mandatory redemprion ... .. w5 110,000 110,000 110,000 110,000 110,000
l Common shareholders’ equity . ... 2,153306 2,073,158 2.001,18% 11885 245 1,755,368
| Toral caprtalization.....v.o i vsiivnsicroimvon . $8111,106 $4.801, 187 §4,569.791 $4.053,006 S3.H18,360
|
I
| Book Value Per Share of Connnan Stock ..o $25.50 $24.87 $24 1 $23.77 4224
}[ Number of Conunon Shareholders.vonnio 67,303 68,689 70395 73,785 75,682
\
|
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. at’s Discussion and Analysis o
Fin gm nalysis of

: wan-ummrmmmsamm, tmnMletgofOpcm”om o
The #nancial condition and results of operations <f Balumaore Gas Financial Data, and Utility (?mmng Statistics sections of this
and Electric Company (BGKE) and Subsidiaries (collectively, the Annual Report. Factors significantly affecting results of opera- .
J Company ) are set forth in the Corsalidated Financial Statements, tons, hquidity, and capita rcmurccs are discussed below. :
, Notes o Consabidated Finanoal Swatemens (Notes), Selected :
7 L R R R e R
| Results of Operations '
l The Company’s consohdated earnings per share for 1991 were offset by higher operations and mamtenance expenses and higher
$2.51, which represents an increase of $.41 from the 1990 level of financing costs. The decrease in unlity carnings dunng 1990 1< pri-
5 $2.10. The earnings per share are sutmmaneed as follows; marily ertributable to higher operations and maintenance expenses,
. 1991 1996 [uRY partieutarly at the Calvert Clitts Nuclear Power Plant, higher
- Utility business financing costs, and lower sales during the 1990 winter due to
Current-year operaiions ... S240 $1.74 $28] wariner weather as compared to the prior year, Warmer weather
Provision for possitie during the winter reslts in less demand for electricity and gas o
disallowance of replacement fuiel heating systems, In addition, the decrease in 1990 refl st
" energey costs (see Note 11) oot . (2% - increased casts trom the purchase of widitional generating capacity
' ’ & tive effect of change in and from lower sales of high voltage transimission capability
the mechad of accounting _ Earnings from utility aperations are affected by the regulation
for unbilled revenues (see Noe 1)....... 3 of BG&E's rates by the Maryland Connmission and by the effect on
; Tutal ity bo 240 192 281 sales of economic and weather conditions. During 1991, deteriorat-
1 SR TR et s svseithety | B L S ing economic conditions in the Company's service ternitory have
i Diversified business actinies reduced the growth in sales, and aperations and maintenance
| Current-ye: - Operations .o (12} 1K 24 expenses have continued to increase above levels provided for i the
Chnmulanve effect of change in December 1990 base rate increase. If curs ent economic conditions
j the method of sceounting for in the Company’s service territory continue, electric and gas sales
f incovne taxes (see Note 1) . 23 u growth will also be reduced m 1992, The poor econonic climate
, Totul diversified busitiess activities ........ BT 1 IR | S (mcluding revenue sh.(mfalls‘ at the state and local levels) could
} LR oo oreneebeonien oo meeeecs 281 5200 $3.05 inhibir the Company’s ahility to obtain nimedy rate rehief and may

canse 1992 earnings to dechne from 1991 Jevels. In addition, there

L S , . are currently se seral fuel rate cases pencing before the Maryland
I[ U’:l:g‘,::lms g: ]:::"'_':: :‘;d t’“”g:::ﬁ::’::t\':!ng:::"l;:lﬂm Commission, as ciscussed m Nowes | and 11, which could smpact
| h Pub! Service Commussion of Marvland (Maryvland Comm Btz yEAS-Seaag : 4 .
' e i lt; . E’_ t's“)ﬂ ndm“ " d sales e 0 i l'?‘; " - Earmings fram diversified husiness acuvines, which primarily
| iy & ) ;‘ncream = e((i :um'g - represent the aperations of Constellation Holdmgs, Inc. and its
l ?{r:::::r ::“:;:e‘::ﬁ':‘;;x m‘:rmﬂgur‘e's)::u m‘;;ﬁf{;:‘:":"’m subsidianies (collectively, the Constellation Companies) decreased
4 slecaieity o fiso) cuoling systeims. Thess increases were partinly during hoth years. The reasons for the decreases in dwersified
[ : " o husiness activities’ earnings are discussed on page 17
i:‘ LT ELEREY CORTeR ye . " . - . - - . B T L PR TR . - - ererieym
i
| BG&E Utility Revenues and Sales
. Electric revanues wereased during 1991 and 1990 as a result of the growth in the number of custoniers i each class. These mereases
x followirg factors: were partinlly offser by decreascd nsage of electricity due to less
i_ 199) 1990 favorable economic conditions. Jn addinon, sales to large commer-
E. FrR T e ' clal and industrial customers during 1991 reflect lower sales yol-
Changes in sales volimes o castomens ... § 59,0 8 (50 umes 1o the Company’s largest customer, Bethlehem Steel, due to
Increased base mates i 1764 116 a lengthy planned outage w anprove roerations at s hot stip mill.
; Increased fuel rates ... [ 18.5 1313 “ales ro resdential customers i 1990 eflect the negative effects of
. R ey 2710 1631 warmer winter weather as compared to 1985, partally offset by
SRS ; - growth in the number of customers. Sales to small commercial
! Changes in other e 7 8 . customers refleet growth in the number of customers i 1990, The
' Tl incresses in revenues ... o $282.1 $165.3 decrrase in sales 1o farge commercial and industrial costomers in
I g 1990 reflects lower steel production by Beshlehem Steel, which
: The changes in electric sales volumes to customers were as follows; completed a planned mamtenance outage at s L-Blast Furnace
' 1991 1906 during 1990, -
. ¢ - Base rate revenues {ncecased in 1991 as a resule of the Marvlan
[ miﬁcmn‘gmnml Ry gg% ('I;'T" " Commussion's December 1990 rate order, which suthorized an
l Lizge commercial ol mdusmal - 12 o immediate elevene base rate increase of $77 miltion, & $‘!'.‘4 million
T L. _ 4.7 (LT base rate increase to provule rate recognition for BGEE's invest-
' A e S SR 4 ‘ ‘ mant and operating expenses at Brindon Shores Unit 2 efective
| The inereases in-sales durang 1991 reflect the positive effects of witjt that Unit's inimial commercial operation in May 1991, and a
| wartner w sather dunng the 1991 sutminer as compareid 1o 19940 and $33 pullion surcturge ro base rates effective m October 159] o
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recover certain purchased capacity charges. Increased base rate
revenues for 1990 reflect the Matvland Commission's De cermiber
1989 rare order, which au a $21.5 milliun electric base rate
m«x and a $10 million mml:)afrgc. eﬂe:;;w: June l::):(;r througd
1991, ta recover a pornon of prrchased capacity
Elecrric base rate revenues are ted to increase in lW’B:»
result of the remaming offects of the electric base rate increases
which becamne effective in 1991
The increases in fuel rate revenues for Loth periods resuited
from the operativ. of the electric fuel rate formula, (See Notes |
and 11 Increased ruel rate revenues in 1991 - zsulted from Lagher
sales volumes, partially offset” y a red iction in the fuel rate ordered
by the Maryland Cormissic .. in May 1991 to reflect $58 million of
clpated annual fuel cout savings resulting from the commercial
operation of Brandon Shores Unit 2, The increase in fuel rate rev-
enues in 1990 was due to « more costly twenty-four-month genera
tion mix reflected in the fuel rate formuls as compared to the prior
year, Electnic fuel rate revenues are expected o decrease during
1992 as u rusult of a continuing less cosdy tion mix due to
the operation of both units at the Calvert Cliffs Nuclear Power
Plant, the remuini.g effects of the May 1991 tuel rate reduction,
and the expiration in October 1991 of a surchurge to the electric
fuel rate.
Gas revenues decreased compared to the respechve prior years
as o result of the following faciars:
!99] 1990
(|n “l"lmu)
Changes m sales volumies .o . § 56 S115)

Changes in hase rates .o en s { (3.1)
Decreases in gas cost admstmenu « @0 21.0)
Diecreases in other revenues.. Q@ 0y

Total decreases in resciues .o, S(15.2) SR 4)

D L e T L L L LT R R T TS S PR

BG&E Utility Operating Expenses
Electric fuel and purchased energy expense was s fallows:
1991 1) 1989

o Millions)
Acnn! costs e MA926 SO 8636
Net remver} (dcfemll) e
under electric fuel rate
clanse (see Note 1), V086 (1078) (2381
TRl QAPRNEE i seaiaonsihianianes $5982 $5514 S0

The decrease in scrual electric fuel and purchased energy coses
during 1991 was due primarily to 2 less costly generation mis as 8
result of increased outpur from the operation of the Calvert Clifts
Nuclear Pow w Planr he ininal commercial ton of Brandon
Shores Unir 2, and toe commencement of the Pennsylvania Power
ana Light Energy and Capacity Purchase Agreement. The increase
in actval eleceric fuel an i pu chased energy costs in 1990 was due
prinanily to o more costly generaton mix and the purchase of add:-
tiunal generating capacity to meet bu& E's requirements ander the
Pennsylvania- W\:ﬁ:ﬁ\ Maryland Interconnection Agreemeut
All of these factors arose us w resalt of the extended mainrenance
amd repair outages ot the Calvert Cfls Nuclear Power Plant, whuh

The changes in gas sal - volumes were as follows:

B L I U
ReAdUmTAL. o shassassinmammsiins AT 4.3% {12.00%
Small commercial ... 0.2 (10.8)
1 :rge commerncial md mdustml R (1.8) (6.4)
Toral... 04 (8.7)

The mnereased svles to residential and small commersial cus-
toters were atnbutable ro colder weather during the 1991 winter
st compared to 1990, Colder weather during the winter results in
more demand for gas to fuel heating systems. The decrease in vales
w large commereial and induseial customers was ateribatable pri-
manly to lower usage per custmer due to less favorable economic
conditions. In addition, a decrease in the volumes of steel proc ssed
by Bethlehem Steel resulted from a planned outage to impuove
operations at its hot strip mill during 1991 Sales to residential and
small commercial customers in 1990 decreased as a result of the
neg-tive effects of warmer weather during the winter as compared
w 1989, The decrease in sales to large commercial and industrial
customers during 1990 reflects lower steel production by
Bethlehem Steel i nd decreased utilizavon of delivery service
by certain custoners,

Base rate rovenues increased in 1991 as 4 result of a $4 nullion
gas base rate increase authonzed by the Maryland Commussion
effective Okctober 1, 1991, The decreased base rate revenues in
1990 reflect the Maryland Commission's December 1989 rare
order which lowered bas. rates by $3.5 million. The remaining
effect of the Octolkr 1991 7as base rate increase will act 1o increase
£ biase rate revenues in 199,

The decreases in gas cost adjustments in each yoar resulead from
the operation of the purchased gas adjustment clause (See ! e 1),
In: addirion, the decreases in both years reflect a settlement or
certain take-or-pay issues with BG&E's principal gas pipeline
supphiers. Take-or-pay costs retunded to BG&E are passed on
to customiers througo the purchiased gas adjustment clause.

A SRS S0 A b o ] FERA AT P maw a6 Ba s s TS e N AR AL B S HA St A0A K SRR R e

lasted mwst of 199%). Calvert Clifts Unit 2 went out of service on
March 18, 1789, remained ot of service throughout the remainder
of 1989 and ail of 1990, and returned o servive on May 4, 1991
Calvert Chffs Unit | went out of service on May 6, 1989, vontinued
out of service for the remainder of that vear, and was in operation
for only 80 days in 1990, In that nuclear Jencoation ropresents the
lowest cost power generated by BG&E, outages at the Calverr Chiffs
plant have 3 substannal edfect on fuel costs (see Note 11,

As discussed in Note 11, dering 1990 BG&E recorded a provi-
ston of $33 million for the possible disallawance of cerain replace-
ment energy costs assaciated with the extended outages at the
Calvert Chts plant.

Parchased gas expense was as follows:

1991 1990 1989
A
Actual costs . e SIB8L SINLL $2339
Net recovery (ddermh of custs
under puschased gas adjustment

elanse tsee Note 1) (3.6) 197 (104

S181.5 $SJ00OR 82235

Tomal expense ..
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The increase in actual purchased gas costs for 1991 reflects
nereased output due to the colder weather during the 1991 winter
s compared to 1990, while the deciease in 1990 reflecs lower out-
put due tn the warmer weather duting the 1990 winter as compared

o 1989,

Operasions and maintenance expenses increased 1o both years

- due primarily 10 higher costs at the Calvert Clifts Nuclear Power

Plant as a result of sigruficant expenditures w upgrade the plant
equipment and es to the high sta. deeds = aired an newer
nuclear facilities. The 199] increase also reflects higher payroll and
fringe benefit costs. The Company antscipates that operations and
maintenance s wilh leve] off in 1992, Increased costs associ-
ated with the commercial operson of Brandon Shores Unit 2 and
higher health care costs are expected 1o be offset by lower payroll
costs. The expecred decrease in payrall costs reflects a Company-
wide objective 1o restrain growth in operating expenses by means
of budger limitations, aterition, and placaed workforee reductions
a4 a resilt of the mnplemer tanon of a Valuntary Special Early
Retirement Program (see Note 9),

Depreciation expense increased in both years as a reselt of

D + raramain .- -

Diversified Business Activities Varnings
Earnings per share from diver ified business activities were as follows.

1991 1990|189

Diversified business activities S mat A

Power genenttion Systems. ... $05 S0 Sos

Fu ] HIVESTITIENtS o 01 12 A6
Real estate and senior

living facilities. . .o (16) (03 05
L, R R P — oy (03

Current-year operions ... 12) AR 24
(hunuh'.wy?r effect of change in

the method of acrounting for

income taxes (see Note 1) o 23 -

Tow) diversified business activities ..  $.11. $.18  $.24

Earnings per share from the Constellation Companies decreased
during 1991 due ro the absence of tax credits from wew power genel -
aton projects, lower earniags from the financal investment portfolio,
and the continued saftness n the real estate market, as discussed in

- derail below.

The Constellation Companies’ power generation systems business
inclndes the developreang, ownership, management. and operation of
whulesale power generating projects in which the “onstelianion

Comparies hold ownersh.s ingeresr as well as ) ading services o

power genecation projec - der sperats,. and mamenance con-
mets. Eamiags from the Comsrellsing Gompanies™ power genera-
tion business decreased during 1991, reflecung the of tax

- eredits from new power generan 1 projects, partially offset by
inconee srom =nergy projects in which the Constetlarion Companies

have wis equity Interest, Moome from operasing energy Projects on .
contracual basis, and the saie of a limited \p T “grest i one
project. Earnings ncreased in 1990 s a result of the utilization of
energy tax crediss when cértain projects began service,

Eamings fram the Constellanon Companies’ parttolio of finanial
mvestments inchude capital gains and losses dividends, income trom
Francial liovited parmersh s, and income Gom financal guzranty
insurance ies. [nvestment earnnsgs were lower in 1991 due
a $10.5 million write-duwn to reflect the morker valug of certam of
the Consteltavon Companies’ marketable cquiny secarities, substan-

- e my e T e WSRO A

higher levess of depreciable plant in service, incloding Rrandan
Shaores Unit 2, which began . omunercial aperation in May 1991,
Depreciation expense for 199 and 1990 a{:) ref] sors annual
mereasas of $1.2 mallion and $2.9 million in suclear decommis-
sioning aceruals . authorized by the Maryland Comnission in fts
December 1990 and December 1989 rate arders, respectively.

Taxes exher than incame uves incre=ased in 1991 and 1990
due primarily to higher property, public seivice company franchise,
and payroll taxes antributable 1o increased property assessment”
utility vevenues, and wages, respectively,

Inflation affects the Company through increased operans er-

ses and higher replacement costs for uality plant assets. Although
thie effects of inflador can be mimgated through amely rate relief, the
vegulatory process imnposes a vime lag during which increased costs
may tiot be recovered. This regadatory Ing is strribug ble in part w rate
relief bemg based o» past costs rather than projectea casts, It hac been
the Marylod Commissun s practics o perinit recovery of the cost of
replacing plant assets, together with the opportunity o earn & fair
return thereon, beginning at the tine of replaceinent.

tially all of which subwequently were sold. This write-down was
based on the Constellation Companies” evaluation that the marke
value uf these secunities (predominantly financaal services compa-
nies) would not recover 1o their cost levels in the near terny, Invest-
ment earpings alo were lower in 1991 due toa §7.1 mithon charge
on two finuncial limiced partnerships (hanking and Gnancial services)
thav were adjusted 1o reflect market value when the partmerships
wety reclassified from long-teem w shovt-term investments in antic
ipation of expiration of their teyms during the next twewve menths,
[nvestnuent earnings were farther reduced due to e reallocanon of
the investnent portiolio o emphasize more hiquid but lower -
ing securites and a decline in the size of the invesauent alio
fallowing the sale of se' woted assers to provide liquidity for ongoin
activities of the Constellanon ompanies. These decreases wore off-
set somewhat by improved performance in certa financial limited
parmerships. The perfurmance of the Constellation Compantes'
portfolio of financial investments was adversely affected in 19905,
the troubled banking and financial services i ies, affset some-
what by the performanes in ther pares of the diversitied portfolio.
The Constellation Companies” real estate development business
includes land under levelopment, 2ffice butldings, retail projects,
potmimeral projects, an eotertainment., dining and reail complex in
Orlanda, Florida, and 2 mixed-use rlanned unit development
Anne Arundel County, Marvland. The majority of these proj ois are
in the Rattimore-Washington corridor and have been adversely
afterted by the de reil estate and econonuc markets, result-
ing v reduced demand for the purchase or lease of avadable land,
office, and retail space, as well as the inability to complete antc-
pated sales and leases of real estate projects. Due to these conditiuns,
i, 1991 the Consrellation Coanpantes recorded write-downs aggre-
gaung $10.0 o ilion on certain real estate | s anud a $3.6 malbon
reserve fur loans where the value of the collateral was determined ro
be less Can the sustanding loan balances. Addmionally, the Con-
stellavon Campanies’ real estute portfolio has éxperioneed conunu-
ing carrying vosts and depreciation, and durmg 1991, the Constella-
ton Companies hegan expensing rather than capitalizmg interest on
vertain undeveloped fand where development activities ave at mini-
mal feve s, All of these Bictors bave negutively impacted 1991 eamn-
ings and are expected w continue €6 do s until the current market
vonditions unprose. Cash How from real esta ¢ operations has been



insufficiens lumc;i‘hedeb(m ruqh::'m s of certain of thse
projects. Rusalting cash shortfalls have been satisfied thee agh equity
wfusions and Toans # om Constellation Holdings, Inc., whzg obtained
the furds thro g @ combination of cash flow nmcmted hy ather
Constellaton € mpamss and irs corparate horrowings, As long as the
real estste marker and loval economic conditions rermain soft, eamings
ol from rea! estate activities are expected w remain depressed.
: The Canstellation Companies plan to hold real estaie projects
until the market ic willing to pay « reasonable value, This condimon is
2 function of markm demand, mteress raies, credit avmlabxlm and
the strength of the economy m general. The Constellation Compa-
nies’ Management believes that until the economy shows sustained

[
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gmmh and until excess inventory in the market in the Baltimore-
Vashington carndar is reduced, *eal estate values are not antici-
pated to improve. If the Constellation Companies were to sell real
estate projects in the current depressed marker losses m amounts
difficult 1o determins would occur. Depending upon market condi-
tons, furure sales also could result i losses.

In addition, were the Consiellation Companies to change their
itent about any praject fron an intent w hold until nm‘ht candi-
tions improve to an intent to sell, applicable accounting rules wou'd
require a weite-down of the pr_jeot 1o market value at the time of
such change i intent if inar ot value is below book value.
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Ocher Income and £
“ihe allowance for funds used dunng construction (AFC) decreased

n 1991 due 1o the ompletion and commercia’ op raton of Brandon
Shores Unit 2, This decrease was partially offset by the use of § pre-

m AFC rate of 9.94% effective January 1, 1991 in connection with

the adoption of the liability method of accounting for income taves
under Staremen: of Financial Accounting Standards No. ¥, & sow-
ever, net heomie 1§ not affected by this change in recoraing AFC,
Under Stement No. 95, income taxes represented by the difference
betwoen a pre-tax and net-af-tax AFC rate are recorded as a compo-
nent of income tax exy sather that as 3 reduction ot AFC.

AFC increased in 199 due to the construction of Brandon
Shares Uit 2 and other major electric projects. The inerease in
AFC for 1990 also reflects the Maryland Commussion's December
1989 rate order which incr-ased the net-of-tax AFC rate to 8.80%
wndl reinstated in the AFC hase certain expenditares related 1o
Brandon Shores Unit 2. AFC will decrease in 1992 due 1o the
' tlcr:?ining effect of the cesation of AFC aceruals an Brandon Shores
| 62

Net other mneome “nd deductions decreased in 1991 primarily

e e R e - T o T et N

Liowidity and Canital Resources

The (.omguy s capital requirements reflect the capital-intensive
nature of the utility business. Actual capital requaremnents for 1989

Uniility Business
‘I (amwmn upendtmrﬁ {esc !udmg M‘( )
g I"Jectﬂt s b

M:}Jcml constraCtun upcmimm-s

M h’."‘;;};"r;” ............. ;':;'j.‘.; ------------- 4
Nuclear fuel (wrantim purrhm
Retirement of long  erm debeand r
Toral pility business ...

Diversified Business -\e(wmcs

mwomxg charg

Prnption of preference qaxk.:. it s ateriin

Retivement of long-term deln TN S SR O e S ookl R
I'uul divernitied husmm-. T e K SO e L

due to lower earnings froe
in 1990 as a result of gains

The increases m inters
mereased levels of debe
rates in 1991, The incre

CONSLIUCtIOn expess
deferred electric fuel coe
to merease m 1992 due »
Company’s capital reques
cupitalization on certain «
projects.

Income tax « .pense incress | during 1991 as a result of highe
pre-tax earnings and the implementation of the Kability method of
aceounting for mcome taxes. Under the Habidicy method, deferred
incame tuxes previcusly recorded as o reduction of AFC are vecorded
as 8 commone.* of income tax expense. Income tax expense decreased
durirg 1990 due 1o lowd.: pre-tas earvines.

Preferred wnd preference stock dividends incressed in bath years
as a resulr of greater amounts of px cference stock outstanding.

rchandising operations and inereased
the sale of certain utihty property.
warges far both vears primarily reflecy
iding, partially offset by lower interest
bt levels are ateributabile ta conting-
laring both years and increased
ng 1990, Interess i &0 expected
ased levels of de wonaned wirh 1he
s and the discany vvion of interest
Comtellation Compa,. . real estate

R e I Ry

through 1991, aleng with estimated  nounts for 1992 through
1994, are shown below,

IWW I_W() ]W)l 1942 1993 1994
i . s Millional o

5347 $362 8§ 3% 391 S 437 S458
i 19 41 44 45 50
L) 8l 48 62 Rt} 82
414 4% 419 SO0 353 "3(1
13 S3 37 28 i3 4
10 28 23 37 13 10
17 2 2 P4 | “+3 44
03 60 339 . 29} 124

527 64 KN 648 039w

RO 86T 0 87 3
) E S 7 N | n.o-oe s
M 130 e I 1 47
§729 8774 8109  $9i6  S1068 S8
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Baltimore Gas and Electric Compan, and Subsidiaries

Nedewnad e A BT -t -

au& T Utiliey C Requirements

- BGAT s canstraction program is subject to cor inuous review and

moddcation, and actual e may vary from the sstimates
on page 8. The increase in estimated construcnon expenditures »
comnpared 1o mmmw is attributable to the expansion and
upgroding of BG&E's transtission and distribution facilines and
madificacions to exsting generating facilies.

The most significant project (n the construction neogram s the
two phased-combined cycle units at the Perryman site. Fxcluding
AFC, canstruction expendhitures for Perrviman totaled $34 million
over the 19891991 period, and such ¢ itures are expecied 1w
total approxvmately $175 million over the 1992-1994 peruxd, Other
ehecrric constriction exsenditures are primanly atiributabile o
iprovements 1o BG& s existir ¢ menerating plants and 1o its
rransenission and distribution facilities, 3. 7 wany currently
estimiates that ditures for compliance widh the Ca, o, " 4 o
of 1990 will mi approximately $50 millon through 1995

During 1991, 1990, and 1989, the internal generanion of cash
from utility aperations provided T4%,, 14%, and 8%, resnectively,
of the hunds required for construction. nuclear fuel, and deferrec
nuclear expenditures. TLe significant increase m the 1991 level i
dae toa reduction in deferred elect e fuel costs, luwer construenon
expenditures, and higher net meome. The low levels . 1990 and

1989 reflect inoreased  leferred electne fuel costs and construction

B LS LI R LT CREREreY SR R e e

Diversified Business Activities -
W And Capital Requirements

During 1991, the aggregate amonnt available under Constellauon
Fioldings, fne.'s { bunk debt fcilines was reduced fram
$315 mullion to $261 mullion, and the amount oustanding was
reduced accordingly. The matarity dates of these facilities were also
extended to May 1, 1992, An addinonal $41 milbion was pad down
on the tank facilivies debt, andy in wdition, $45 million of CHI pri
vately placed debt was redeemed pursuant to mg:lar sinking fund
ners and marinitics. Also. dunng 1991, 827 million in debr of

substidiaties of CHI wat is secured by project assets (*project debt™)
was repaied, and the materity dates of 354 miithon in project dolbt
wer: extended to die years 1994 dhrough 1996 Durng 1991, un

addivonal $95 milbon in CHI privately placed debt with maturities
of 46 years was issued ta insurance companies. The proceeds from
Dmlhlsddbt ware used to reduce custing debit as discussed aborve.

11 achieved rte advantages during past vears by utilising debt
with short-werne matarties. Unceriinties i the banking enviran-
ment and tighter leading requiren-nts, coupled with hugher debe
levels and the decline in operating income at the Cansrellation
Cannpaiies, resalted i dithiculty i obmimning from banks either new
cornmitments or comuaitents to extend the matanty dates of the
dhebt on s acce to the Constellation Companies.

i 1992, $273 million of dabt is scheduled to mature. Of this
amonnt. 8220 milkion 15 CHI bunk debe, 851 nallion of whech s clas-
ﬁdna; m:-mm debr; m miﬂirat is CHI privarely placed debt.

3 inillion s project CCHI s tly negonating
extend the matmity date /f the bank al: until later years but, due 1o
the factiirs discussed in the above paragraph, is anahle w predic
whether it will te able 1o doso.

Diring 1993, $87 aniifion ef debt is scheduled so marure. Of this
amount, 40 nuillion s CHI prvately placed debr and 847 million
peoject debr. ag 1904, 81 mitlion of project debt s scheduled w
magare, In 1995 and later years, 3224 milhion of dobe s scheduled w
pramnre, Of this amount, 895 milhon is prvarely placed debt and
$129 mallion s progect deb.

CHI will aesempt 10 continue, through prvaee placements and
further refinancing of marurning mdebuedness, 7 restructue ns

Sy e T ppeme—

PIOTCRPRY

expenditures and lower net income. Dnring the three-year period
1992 through 1994, approximately $5% of the funds required for
eonstruction, nuclear fuel, and deferred nuclear expenditures are
axpected to be provided through volity operatians,

Udlity capital requirements not me, v’nmuﬂ' the internai gener-
ation of cash are met through the issuance of debt and equity securi-
ties. During the threesyear period ended December 31, 1941,
BOG&E's issuances of long-term <cht, preferred and preference
stock, and coromon swock were $866 million, $200 miilion, and $152
milhion, respectively, Dunng the same three-year period, BGRE's
retiements of long-term debt and redemptions of preferred and
preference stock were $416 million and $36 million, respectively.

In Yanuary 1792, BG&F sold $125 milbon of 74% Series due
January 15, 2007 First Befunding Mortgage Bonds. Alse in January
1992 BGEE filed with the Securities and Fxchange Comenission
a registration statement for the ssuance of up o dfive million shares
of additoval cammon stack and shelf registrations for 8250 million
of addivanal First Refunding Mortgage Bunds, $200 million of
addinonal Medium-Term Noves, and 900,000 shares of additional
Preference Stuck (3100 par value). BGEE has $36.9 million of
Medium- Term Notes available undet an existing shelf Ao
The amount and nming of the sales of these securities wall depend
primarily upon market conditions and BG& F's needs.

indelitedness to achieve longer maturities. CHI also intends o pay
down ourstanding debt through intermally geaerated cash which
inclugles cash that may be generated from operations, maturing of
fnencial limired parmerships, sales from the securities portfale, the
sale of other assets, and cash generared by tax benefits earned by
CHI and its subsicharies. In the event that the real estate market
rebounds and CHI can obtain reasonable value for the properties,
add.nana! cash may become available through the sale of projects
(f additonal inforiaton, see the discussion of the real estate busi-
ness aadd market on page 27 under the heading “Diversified Business
Actvities Earnings™). The ability of CHI 1o sell or liquidate the
assets described above will depend on market conditians, and no
assurances can be given that such sales or liquidatons can be mede.

CHT and its subsidianes are negotiating the refinancing of all
indebtedness as it marires 10 order to sausty ongoing capital
requiremients. No assurances can Lz provided that CHI and s sub-
sidiarizs will be successful in extending the existing credir facilities
and obtnning additional borrowings from instittonal lerders.

frvesment Regurrewnnis

The investmear requiresients shown an page 2% include CHY's par-
uan of equity funding 1 committed projecis under development as
well as net losns made 1o project partnerships. The mvestment
requirements tor past periods refiect actual funding of projects,
wherras investment requirements tor the years 1992994 veflect
the Constellation Companies’ estumate of funding during such peri-
ads for ongoing and anticipated p.ojects,

Estimates ot the Constellation Companies” investment require-
ments are sithject 1 continuons review and modifcetion. Actual
mvestinent requirements may »ary significantly rom th » smounts
on page I8 due to the type and number of projects selec, ¥ -

+ welopnicis, the impact of market covditions o these projects, the
abtliry to cbtain financing, amd dhe availabihity of inte  +lly gener-
ared cash. The Constellation Companies’ mvestmen® | uirements
been met in the past through the internal generanon of cash
enrough borvowings from mstational lenders,
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Baltomore Gas and Electric Company and Subsidiaries

At December 31,
9 190
{In Thowsands)

—_

Assets

' Cash and cash equivalents .... s e oo . B BTASY § 19K
, Accounts recenable (net of ulhmuu'c fm unwllcmhlu\ ........................................................... . 304,802 268392

Atrued UNDIEE FEVFTIIEN ..o it sire oo et e sos s s sk enen sty da o ear epamr s st e gt 60,429 49813
Materials and nupphes 128,892 119,838
Income taxes rtfundable ! -~ 44,720
Prcymdmcsmher TN ETVCOTIE TRNES ...\ ioaiesiscnra e bais o oasssas satsbmatest et et resernes s amon b eesees yasancs 46,121 43453

'i ’quhwrcmm 666,023  6B4A2)

Investments and Other Assets
Rea! estare pmn.cu L, T S SN PLL L S SUOUU o 448,661 412983
Financial investments... 248,258 322,532
. Power generation :ystems LS e e e el e R L SHSC S 7 R S PO 215,787 171,922
| Safe Harbor Water incr(.orpuﬂmm O, SN PR, WEHET U CTLIT L BRI Y. 34,229 34,241
' Nuclear dwonmnmnmngm Ly P PETICRE SR, S T SO VRN RS, N G 31,969 21,335
; Other ., I 1 (R S L N WIS Y iy, T rarias 67178 §54.517

r TotalAnvestments BN OTRER REBETE ....ciicin o ires. rrasicetss xsioms sosee besmssriass seaséberssoersisirisitrmsaisbedysnses LOT1L906 044474

| Utility Plant
Plant i service

Teowal phmmmmce 6,098 769 5,138,022
Accumulated depreciation ... > A IR E ry e T (1803,506)  (1,694,166)
INEE P U SETVICE 1.t ot areans e siencs st B s it LI, 4,295,263 3,443,856
Constructian work in progress... o Sl A TN R a1 A B e 307,765 861,734
Nuelear fuel iner of ame mumm) v 152,882 189,895
PN HORT FOr BPE B oo rmsis s i s s osssssriss s spsipris i st smmeismeirs . A998 17614

DL RN TGN 5 ot oboem s kst MRS St s St S e s v it 4,773,900 451300
Deferred Charges

Deferred fuel costs (net of reserve for possible diselowanee) ... 287,021 380775

Income vaxes recoverable through Rature Fates. ... i oS e 178,640

Deferred nuclear upcndimm T T T N S R R e, ISR Lol s 63,724 43,182
Oher .. T S e TR MRS, R T e SRR ) SRRt

e -

N R A —

R %/ X 7 ¢ $6.710,375

See Netes v Comadrdated Financual Sratements
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* : At December 31,

T 1991 1990

: (in Thousends) -
| Liabilities and Capitalization

1 Current Liahilities

. Shortterm borrowings ... e e ey tovei ot R atsad ety crmct redbereod i R D A L N § 12720
L Current portions oﬂnng “term dubt aml prukume s nk .............. R SR B 294,507 452,912
Accounts pavable. .. e AR S AT | b Fiam sSSP PR e 185,782 202,928
Cuastomer deposies ..o B et v e SO T . sRL SR | W R 14,573 13,176
INCEPIIEE BAXES . 1o s rvivesaoseendshssbrehasssssasfonssee erinsian Sem s s e fooes s e 444 et £ fox et R A EAma e e ramia b n et 20612 23,982
Rl P = s L i ot N AR PN RS A £ BRI o AN AR O YA Lo A 49,173 46,249
e T ey e Pl L e oo (o S W R 54914 54,334
IACETHIEE] WICETHON CORS 1o sersomnsrrmsss bonsonss oames ooom s sase et sass e $2ss ks 4d 185 en A8t 4 s s £ ARt 30,142 27,050

TOUR] COTTEIE TADIIRIES 1oievs v vsitunssmsiss s s i tnobs s st spsst et shybesbsn 455 imgmnsd +ohd axs iak s eas s <o st s gy saz 492 _ uw wx

W S —

_SES——

| Defeered Credits and Other Liabilities
b IDEARTTE EVCETINE TRRES 1oiovnin st anesiinsnmscorhos inmsrssaessseones resrnsmstreme cobeeyenoss dumsmanssrsboess sain A e —r 879,417 64" 412
; Deferred Investinent B CTEAIS ..., i oo rmiions i crsspen sesbermmes oo poes s sbe o hess iyvas cessnsansinks 174,442 180,591

Total deferred credits and other Babilites ..o oo it i memmes 1835549 R46,59%

e inhm i e e e e

Capialization
Long-term debt... el T STt IR s e | s e s 2,390,115 2,193 844
Preferred stock . =T O S UYWL DI BT IO BRTY- SN | . - .23 59,185 59,183
Redeemabie prcfuence aunk S AT TNV AL NS chork HUAC g o 98,500 365,
Preference stock not sulyect o mandamn udempuuu ! RIPROR | ! Voo & . 110,000 {10,000
Corman sharehalders’ equity .. TR sk w4y osorsssess s ARV - i i vesteiense .~ W3OOI 2073158

Total caprtalZation e v ,.m.‘..,,., 511,106 4,801,187

Commitments, Guarantees, and Contingencies = See Note 11

Total Liabilities and Capitalization =i I I AL I, SR £ $£6,710375

Sev Nates to Cavofidared Frnancuai Neatoments
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Battimwre Cias and Elecvic Company and Subsidiaries

waxdaadind ryprivenFuest rees bt Aa e

Year Ended December 31,
1991 l‘)‘)U P 1'91'!‘7)
{in l hrw-amis

Cash Flows l-'mn Opamiag Activities
; Net income ... e 8 253,426 $ 213,200 § 27620
] Adpusunents w m:m\mlc “1 net wh pm\ |d¢:d b\ u;u.-mnng. actvities
- Curnnlative effec. of  age in the method of accounting for income taxes ..., (19,745) - -
Cumulative effect of change in the method of accounting for unbilled revenues = (37.754) "

: Depreciation and EaITZRBON ... cti oo s s s smgacast o<k posh-siss 242,390 179.793 170,706
L Deferred invome taxes.. s e e P e Bt St 32,351 56,993 136,388
d autm«muurcdn adnmmcms T O e e P s (6,225) (4.450) (1,478)
Deferred fuel . e e 102,754 (TU671) (248.472)
Provision for pomhk disal)wance of repl.-uvcmen uw.g\ CONES.. I - 33,000 -

o Wrate-down of financial invesonents .. i D e 13,575 - -
: White-dawn of real estate projects..... .......... iy b s el R 9.988 - -
Allowance for equivy funds used durmg COmStruction .. Pt e ey (23,596) (27,086) (18,564)
: Equity in earmung, of affilistes and joint ventures (ncu B By AT 8,708 14,029 (6,449)
! Changes in ¢urrent assets and current liabilines
‘ ARCOUNES PROBIVIIEE ... s tasstrvess o 25 o s bmos o pamms s oot e b tehmes sty nbote | e cimratnacs (36410) 15,60% (31,030)
Acerued unbilied rv:w:mws o = o A e e e L i P R e (10,616) Q580 -
Materials, supplies, and fuel smd: PR e WY e L O (2,015) (41,218) (8,075)
[ [ncome taxes refundabile . T SO R Y T VAT S LA eV 44,720 20,169 (73.144)

: Accounts. pu)dblc (17,146) (53,844) 124,011

I Accrued axes .ooo...o... 5,430 (709) (1,824)

; Other current assers and current lmluhth e e PESNLY I NaPpt UL 3.247 (12.837) 17,964
Other ... HOWSCeppR R eSS . - ' NERSSRRE | b R

% Netcuhprmdedbymmnng activities, . e SU2UTA JRSSOM 320424
| Cash Flows From Financiag Activities
Proceeds from isuance of
SHOPE-LETIE DROPPOWIRES (L) cyoievoieniomnrosiinis b ianmtosuinns. emssoesbomsctiesnsess e srssscerat nic (15.550) 103,893 H,382
TR DTV A )25 s i ettty b rivbisssbediiiar ime Bt Y e e iess’ | - {015,950 1,987 426 1,296,310
Preference stock ., 34,501 64,342 Q8 B60
Common stock....n b T ATy eI LR Ve M L T Y 312,263 86,881 RS E)
Reacquisition of lnng term debt .. (959,379 {1,395 463 (1,020,029)
E Redemption of preference stock oo e T e racom s bl e (22,800) (6,800 {6,800
, T T R R e Gt - P P (176,007) (171.623) (163,334)
Preferred and p!efenmcc stock dividends pud (42,743) (3%,490) GLIsn
Other ... o NN -t R | - . By ™
g Net l’iﬁh (wd m) pnmded hvﬁmncmg activities .. e e T re ey st (133,887 430, 132 "’»0 89
; MWFMIWW -
Ulniliey construction expenditures ... ot b dreA Ptk et el meltiarty W (436,244 (335.416) (447.339)
Allowance for equity tunds used d\mng COTSETUCTION 1+t ror i eesreser (b aavaes berseses s i 21,596 27,086 18,544
i . Nuelear fuel expenditures ... 3 e e {1,854) (20,519} {(17431)
. Duﬁmdnuclcaru;mdﬁw (22.681) (27.785) {9,605)
Nuc}wdcummmhmmg trust fumi A ey e S I S S s (8.900) (8. 108) (6.968)
Fmancial investments . i e o i 67.282 {9.907) (1,048)
Real estate profects . e e R O e T SR I e e (45,322) {49,745} (40,282)
Power generation systerms . S S O = S I S o S (33.204) (62 494) (65,702)
. Sewior hving Facilivies .. ST, T LSOO S SORG U ¢ - (737) (2.492) (4, 300;
Orher.,.... B MY s S TR DN LTS — _(@6BS) (541 (11,608
Net cash used mn mmm:g TN s s s rmtbasoniry o st P szt (480,749) 662y (5H5.809)
E Net (Decrease) Increase in Cash and Cash Equivalents (22,462) 20979 (14.996)
A Cash and Cash Fquivalents at Beginning of Year . . .. 19879 1% 900 B
: Cash and C.an Equivalents at Endof Year ... $ 17417 § 30879 § 18900
Other _ash Flow lnfore ition (-
sy paid during the year for:
Interest (nev of amounts capitalized) ..o e S 199,911 S 166,723 § 156.178
IR IO e T o 5. b e AR AR TS 7 DY Lo R e A A S s T et S 16078 S 56937) § 14360

I.

See Note: to Coneolidisted Frnancial Statemn s
Eiovtam prove-yeer amonst: bave beor reanid to comfirm with thy corvent vear's presentation
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s CanmlidctedSutemmtsf
 Bultimure Gas and Electric Crmpany and Subsidiaries CommonSbmboldanquig .

[ \ g P ERp. Pttt A e s (R d s R LR R 41 Ayp Lk b o AN D4 4] 4O ppy Frat ol
L _‘f%'!,’!f-'!d'é‘?f@!“'?‘!i‘LL"lhl‘i’l‘M'ﬂ'?ﬂ_".
/ Net
Unrealized
* Premium on Loss on
it Common Stock Preferred Retamed Marketable Totw!
O Shares Amount  Swock  Famings  Securites Amount

ﬂn l'huuwuh‘
Balance st December 31, 1988, ... ... 79208 $529442 $157 $1,062.421 $(6,795) $ 1,885,245

% NI DRI G oo oo 54 e b  gbogond o Gk frns 276,291 276,291
© Dmdends declared

Preferred and preference stock ..o (32,381) (32,381

Common stock (82,075 per share) oo (166 067) (166,067)

Common stock issued under

Dividend Reinvestment and Stock Purchase Plan. ... B60 26,465 26,465
| Emnployee Stock Ownership Plan......on 190 5,980 5,980
'_ Costs associated with issuance of
[ redecmable preference stock.. (1,140) (1,140
: Change in net unrealized loss on markeuhle securities .. 6795 6,795

Balance at December 31, 1989 . BU348 860767 157 1,140,264 ~ zom 188

T e N I B Kt S B T Rt 213,200 213,200

Preferred and preference stock .o (40,261) (40,261)

Comman stock ($2.10 per share) ..o (173,204) (173,204)
Cotmon stock 1ssued under

Public offering. ... e 2000 57,062 7,062

Dividend Rsmvutmem nnd Stnck Pnrchm Plz:n ........ 936 27,474 27474
| Employee Savings Plan... 75 2,345 2348
l Costs associated with ssuunce rrf

redeemable preference stock.... (658) (638)

Change in net unrealized loss on nurimmble securnties ... (13,988  (13.988)

Balance at December 31, 1990, ..o x\ 1359 mwm 157 noow (13,088) 2,073,158

A e e

Net income ... e 258 N e RSO, WU Ry 253,426 253,426

i3 D%vidmdsdethmd
# Preferred and preference stock o e (42,746 (42.746)

Common stock (8210 per share) ..o 0¥ 4,,,34) (176,584)
Common stock issued under

Dividend Reinvestment and Stock Purchase Plan......... 1,010 20747 20.747
i Employee Savings Plan..... AR AT IS 9 2,516 2516
k- Caostr ass ciated with issuance nf

f radeemable preference stock .. (199 199)
3[, Chmpmmtmmh:edlunmnmkcmblemunnﬁ Rl fa AL o o13ees 13988
i Balance at December 31, 1991 ... ... B4460 $979.054 S157  SLITA09 S - $2,153,306
. Ste Notes o Comsolsdated Froascrai Stavements

s
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@ Consolidated Statements of Capitalization
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 Baltimore Gus and Blectric Company and Subssdharies Consolidated Statements of Capitali~ation |

At Decemnber 31,

1991 1990 :
(Ie Thoussuisy
Stock
Cruamnlative, $100 par value, 1,000,000 shares authorized
Series B, 4%, 222,921 shares outstanding, callable ar $110 per share... R A e $ 229 S 2229
Series C, 4%, 68,928 shares outstanding, caflable ar $105 per <hare i 6,893 6.893
Series D, 5.40%, 300,000 shares outstundmng, callable at 3101 per FROTE .orvcsr st 30,000 30,000
AL U TRY SIS s sk 0071 A R 55, A S04 T ooy Sovmes P asepmd 59, |as W 185
Preference Stock
Cumulative, $10 jar value, 6,000,000 shares authorized
Redeematic preference stock
12%. MH Series A, 68,000 shares outstanding in 1990 . i - 2,800
12%, 1981 Senes B, 160,000 shares outstanding in 1990 i R b et - 14,009
7.50%:, 1986 Series, 500,000 shares outstanding, callable at $105 pcr share
pnm w0 October 1, 1996 and at lesser amounts thereafter e £0,000 341,000
T3%, 1987 Series, 500,000 shares outstandiug, callat: = at Sluo 1! pcr share
tor to April 1, 1992 and at lesser amounts thereaft.r. . 50,000 50,000
6.95%, 1987 Series, 500,000 shares outstanding . 50,000 30,000
7.64'%, 1088 %ﬂen SO0 " shares uutmndmg wllnbk at $107.64 per “share
nurmj 1, 1993 7 o sser amounts thereafter....c....... S0.000 513,060
%, 1989 Series; Sub, ¥ a7t A8 OUBBORMTNG 1...vv-cxberaos sanssiusamsssisee eessssmesbirinees sinsssbiss i rmanmans S0.000 50006
8 25%, 1989 Series, 500,000 5. ...08 OUBSTANAING ot SRR et ot 50,000 S0,000
BA25%,, 1990 Senies, 6500’!)5!1:(& oustanding . ... e e o 65,000 65,000
T83%, IWI Series, 350,000 shares outstanding in IQ‘)I B A AR e balek e ti et v 35,000
Current portion of redeemable preference stock ........ i o £l v et ke afo o (Ls5e0) (22.800) ‘
Total redeemable prcicrcnceuock.. S 39Ss00 3650(!) f
Preterence stock not subject to mandatory redempuion :
TRR%, 1971 Series, 500,000 shares uumandmg. cn[luhlc ai $101 per share .. - 50,000 50,000
7 ?*% 1972 Series, 400,000 shares ourstar ding, callable at $101 per share .. 40,000 40,000
TR, 1973 Series, 200,000 shares oatstanding, callable at $101 per share . 20,000 20,000 .
Ioml preference stock not subject ro mandatory redempuion ..,.. el R Bt eyl vl 40000 0 togoo.
Common Sharcholders' Equity ; i L
Common stock-—withaut par value-— 100,000,000 shares suthorized; 84,459,382 and il {' 2 e A o
83,359,464 shares issued and ourstanding at December 31, 1991 and 1994, Fot : S L i :

respectively. (At December 31, 1991, 311,503 shares were reserved for the
Employee Savings Plan and 2,242,731 sh;ru were rcwmd fur thc
Dradend itcmvumem and Stack vahml’hn )
Premum on putmed stock, o
Retined earn
Net unrealized " on markmhlc secunws w.........a..? o
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Baitomore Gas smd Eleceric Commpany and Subsidiaries
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Year Ended December 31,

1991 1990 1989
; (lh»lhz Amounts Ie Thousarels)
Income Taxes
Current
Regular ... Bt ot e Tonl i el b it sade $ 46,844 $ (65,130 S (78617)
Ahernative minitmum tax . X 14,203 31,792 . 25,336
L RO B P IEINE EINNI v vyeosiny L 30 e ap Ay Beone b Vo i f oy ey e ns e Er R 61,047 (13 nx) . 453.281)
Deferred
Aceelerated deprectation.... 79,147 70,639 4,540
Deterred fuel costs ., S e e (34,936) 27088 ¥4, 481
Provision for pnmhlc disallowance of rrpla(emmn encrg\ A SN . - {11,900) -
Alrernative munimum tax " e e (14,203) (31,792) (25.336)
Tiax rate differential artributable to ta net opemmg 1088 .o el P L S, (20,258) 5,744 15,325
I R e o P S R VS R 1,522 (HA10) -
Unbilled revenaes .. B e et T it srrie e e o e o - 12,942 (9,420)
Deferred nuclear upcndlmres O L e scrrivabe 6,984 9117 3,259
Computer software develnpmem am ......................................... - A e (1,045) 6,RKS 7,790
Contribintions 10 @3 of COMSTIUETION Lot it irie e beeesie 1 eraasmenrst sbroe st vreseit o (2,798) (2,704) (2.78%)
Lrvcraged leases ... (1,041) (943) 4,877
'luul defmed raxes . 12,606 77,189 - m, ;as
Investment tax credit nd]mmenm
Current BX CTROLS AEFEPTEU ..cci. . v isuamcsss s irminspassbrs bbbt sraet fxsbss g ssarss s 3119 2887 6428
Amartization of deferred tax credits. ... e (9.344) (7,337 _ (7.906)
INVEATID= 08 BAX €30I AHTUSTIIIEINS (... e cisieismsnvtsresmmensiasiasssssesuntapssdioms oy ossarensay 6,225) (4,450) R ¢ )
Toml INCOINE TINES oy ianinnn 6 428 39401 81,629
“agome wxen included n n:umuhmc t‘nt;\.u of vh.mge in methml
of accounting tor income taxes ., 19,745 - -
Income taxes included in cunmlative effect of changc in method
of accounting for unbitled revenues ... e o Il = L
Income taves per Consolidared ‘\memems af lnwme $ 87,173 $ 19952 $ 81,629
Reconciliation of Income Taxes «.ovaputed at Stlmmry
Federal Rate to Total Income Taxes
Income befors income taxes (tmhnimg cumulative eftect of wmunzmg Lh.mgu) $320,854 $252,601 $337,920
Stnntory tederal meome tax e .. A e el 34% 3% 4%
Invome taxes computed at samtory tedc) 1 T IS A s L T 109,090 | R5,H84 121,693
Increases (decreases) in income taxes due w
Depreciation differences not normalized on reguh:cd activities.. 8,082 4,301 4,610
Allowance tor equity funds used durmg construction .. “ (8,023) (18,140) (11,336)
Amartization of deferred investment tax creds.... (9,344) (7,337 (7,906)
Tas credits flowed through to income .. (1,335 (15,283) (10,219
Dividends received deduicrion ., = P el ) (2,108) (4,352) G40
Equity iy carnings of Safe Harbor Water Power G nrpumlmn ............................. (1.492) (1,666) (1,760)
Liss on disposinan of assets .. (3.295) (1,892 {2,230)
Amortization of deferred tax rate differential on rv:gulawd ACUVICES ... (5,024) {3,062) (2,673)
Reversal ufdeferred taxes on mmrn,guhwd activities . (19.745) : -
Other...... e i g 622 ks (3439
B S 67.428 $ 39,401 $ R1.629
Effective federal ICOMO X TR «,.\.vcoviiiomsinis s iemsiissinmissimsaissasinise 21.0% 15.6% 13 8%,
Taxes Other Than Income Taxes
Rznlamlpenm\al property . $ 89379 5 K ) § %2059
Public service compnm franchise .. B, o e e 46,041 42,812 8,293
Socil security . T L e 33.121 30,344 21843
Orher .., T - S RS 9026 6,770 7004
Tonlumoﬁm dun INCOMIE TAXES oo i 177,567 165,298 156,189
Amounts ineluded above charged to accounts ulhrl thm WKES ., . (6,706) (8.576) ~ {5,985)
Taxes other than meome taxes per Consolicdated Seatements of Income $170,781 8156,722 §150,204
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Note 1. Significant Accounting Policies

Nature of the Business

Baltimare Gas and Electric Campany (BG& L) and Sulwidiaries
(collectively, the Company) is primarily an electric and gas utility
serving a territory which encompasses Baltimore City and all or
part of nine Central Maryland counties. The Company s also
engaged in diversified business activities as further described in
Note 3.

Principles of Consolidation

The consolidated financial statements include the accounts of
BG&E and all subsidiaries in which BG&E owns directly or indi-
rectly & majority of the voung stock. Intercampany bulances and
travsactions hate been eliminated in consolidation. Corparate joint
ventures, parmerstups, and stfiliated companies in which a 50% or
less voring interest is held are accounted for under the equity or
cost methods. Under this policy, the accounts of Constellation
Holdings, Inc. and its subsidiaries (collectively, the Constellation
Companies) and BNG, Inc. are consolidated in the financial state-
ments, and Sate Harbor Water Power Corporation is reported
under the equity method. Investments in power generauon systems
and certan financial investments represent ownership interests of
21% o 50% and are accounted for under the equity method.

of Utility

BG&E's unhq operations are subject to regulation by the Public
Service Commission of Ma , wand (Maryland Comnussion). The
accountmg for utility operations is in accord.nee with the
Uniform System of Accounts preseribed by the Federad Energy
Regulatory Commission and adopted by the Maryland Comnus-
sion, The accounting policies and practices used in the determina -
tion of service rates are also generally used for financial reporting

e i accordance with generally accepred accounting

Utility Revenues
Effective fanuvary i, 1990, BGXE changed its revenae recognition
ov 1o provide for the acerual of revenue for serviee readered but
unbilled as of the end of each nonth. Prior to 1990, revenues were
recognized ut the time customens’ mesers were read on a monthly
eycle basis. The new policy was adopted in order 1o provide
better matching of revenues and expenses and to conform with the
minant practice within the utility industry, This change in
policy resulted 1n an increase in 1990 ner income of $3 1,675,000,
‘or A8¢ per common share. This increase conssted of an inerease of
$37,754,000, or 46¢ per common share, artributable 1o the cumvla-
tive eftect of the change at Janvary [, 199, partally offset by a
decrease of $6,079,000, or K¢ per common share, in the December
31, 1990 averual. if cthe current policy had been wn effect in 1989,
net income would have been increased by 86,046 000, or e per
comumon share.
Ffective January 1, 1991, BG&E unplemented an accounting
arder of the Federal Energy Regulatory Commision which
requires revenve from interchange sales of lecrricity and

intercannection services 1o be reported as electric revenues rather
than as & reduction of elecric fisel and purchased energy expense.
Prior<year amounts have heen restated to conforin with the
current year’s presentation of these revenues. Revenues from
interchange sales of elecencity are included in the electric fuel rate
formula as a reduction of electnic fuel and purchased energy costs
and, accordingly, do not contribute to income from operanons.

Fuel and Purchased Energy Costs

Subject ta the approval of the Maryland Commission, the cost of
fuel used in gencrating electricity and the cost of gas sold may be
recovered through zero-based electric fuel rate (see Note 11} and
purchased gos adjustment clauses. To the extent actual fuel costs
differ from revenues under the clauses, BGXE defrrs the fuer
costs and acourmulares them on the halance sheet to be recovered
froncor retunded to customers in future penods,

As implemented by the Maryland Commission, the electric
fuel rate formala is based upon the latest twenty-four-month _en-
eration mix and the lutest three-month average fuel eost for cach
generanng unit. Effectve June 1, 1990, the Maryland Connnis-
sion mcdified the electric fuel rare formula and ordered BGXE 10
mclude 1 mmnimum level of nuclear generation in its twenty-four-
month generation mix. The el rate does not change unless the
calevlated mate 1s more than 3% above or below the rate then in
effect. In addivon, BG&E recovered deferred electric fuel costs of
$14,798,000, $17.179,000, and §17 301,000 in 1991, 1990, and
1989, respectively, through a surcharge to the elecmic fuel rate
which expired as schedaled in October 1991,

The purchased gas adfuszinent is based on recent annual vol-
umes of gas and the related current prices charged by BGEE's gas
sipplivrs. As authorized by the Maryland Cormimission, any
deferred wderrecovenes or overrecoveries of purchased gas costs
for the rwelve months ended November 30 each year are charged
or credited to custamers over the ensuing calendar year,

The tunderrecoveted costs deferred under the fuel clauses were
as follows;

At December 31,
1991 199
\ln 'Hnmmm
Fleatric
Closts deferred ....coni e $322,064 $428.632

Reserve for possible
dsallowance of replacement

energy costs (see Note 1D (35,000} (35,000)
N BIUEH it e BB 74004 391,632
R -k VIR S Ao AV S ko 3 (38D

TORRD e et Glager iy T yarp et fanv 5287 021 S*ﬂ‘* 77

At Decembier 31, 1991 and 1990, the amount of electric
deferved fuel costs i duded in v hase by the Maryland
Conuwission for ratermiking purposes was $7.2.795 000,
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EXHIBIT 11

Juarterly

Financial Summary

June
1992

inquiries concertdng this summary should be Jdirected 10:

Charles W, Shivery Baltimore Gas and Zlectric Lompany

Vice President, Gas and Eiectric Building
Treasurer, and Secretary Charles Center
(410) 234-5811 P.O. Box 1475

Baltimore, Maryland 21203
Kevin J. Miller
Director,
Corporate Financiai Planning
1410) 234.5434
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