CHARLES H. CruUsE Baltimore Gas and Electric Company
Vice President (‘.dwlfi. Cliffs Nuclear Power Plant
Nuclear Energy 1650 Calvert Chffs Parkway

Lusby, Maryland 20657

410 495-4455

A Member of the
Constellation Energy Group

-

August 13, 1999

U. S. Nuclear Regulatory Commission
Washington, DC 20555

ATTENTION: Director, Nuclear .?eactor Regulation
SUBJECT: Calvert Cliffs Nuclear Power Plant

Unit Nos. 1 & 2; Docket Nos. 50-317 & 50-318
Guarantee of Retrospective Premium

In accordance with the reouirements of 10 CFR 140.21, we are attaching the guarantee of payment of
deferred premiums for out Calvert Cliffs Nuclear Power Plant reactors.

Exhibit A copy of the 1998 Annual Report to Shareholders of Baltimore Gas and Electric
Company containing certified financial statements

Exhibit 11 A copy of quarterly financial statements as of June 30, 1999

Exhibit [1} A copy of Projected Cash Flow for the twelve months ended July 31, 2000

Exhibit IV Narrative statement on curtailment/deferment of capital expenditures (if any) to

ensure that retrospective premiums up to $10 mullion per reactor year for each
nuclear incident would be available for payment.

Should you have questions regarding this matter, we will be pleased to discuss them with you.

Very truly yours,
1 O D

7/
CHC/JKK/bjd (/‘/ 4/* (7/ Frse

Attachments: As stated

[

cc: Document Control Desk, NRC
(Without Attachments) ‘
R. S. Fieishman, Esquire H. J. Miller, NRC
J. E. Silberg, Esquire Resident Inspector, NRC
S. S. Bajwa, NRC R. 1. McLean, DNR
A. W. Dromerick, NRC J. H. Walter, PSC
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EXHIBIT II

M

QUARTERLY FINANCIAL STATEMENTS

AS OF JUNE 30, 1999

“

Baltimore Gas and Electric Company
Calvert Cliffs Nuclear Power Plant
August 13, 1999



Quarterly Financial Summary
June 1999

Baltimore Gas and Electric Company
BGE Home Products and Services
Constellation Energy Source
Constellation Investments
Constellation Power

Constellation Power Source

Constellation Real Estate Group



Consolidated Statements of Income (Unaudited)

Three Months Ended

Revenues
Electric . e
N i i eoti ot
Diversified busmesacs
Total Revenues ...

Expenses Other Than Fixed Charges

And Income Taxes

Electric tuel and purchased energy

Gas purchased for resale

Operations .

Maintenance .................

Diversified businesses - wllmg
general. and administrative ...

Nrite-downs of real estate imvestments .

Depreciation and amortization

Taxes other than income taxes 3

Total expenses other than fixed charges
and income taxes.

Income trom Operations

Other Income (Expense)

Write-off of merger costs

Other income .

Total other income (expense) :

Income Betore Fixed Charges and lnmme Ta\cs

Fixed Charges
Interest expense ...

BGE preference stock dmdend~
Total fixed charges .
Income Before Income Taxes

Income Taxes
e O i
Deferred . R
Investment tax utdﬂ adjur.lvmnu
Total income taxes ......

Net Income

Earnings Applicable to Commun Suu.k

Average Shares of Common Stock Outstanding ...

EARNINGS PER COMMON SHARE
Electric business ........

Total utilits business ..
Energy Services
Power marketing and ludmg
Power projects
Other energy services .
Other (pnimarnily real estate and investments) ..
Total earnings per share from operations ...

Write-oft of merger costs* .
Write-downs of real estate investments*
Write-oft of energy services investment*

Total Earnings Per Common Share and [-,ammg; per :

Common Share-Assuming Dilution

Investment in utility business at end of period ...

Investment in diversified businesses at end of period ...

Six Months Ended

Twelve Months Ended

June 30, June 30, June 30,
1999 1908 1999 1998 1999 19958
tIn Millions, Except Per Share Amounts)
$ 5330 g 53 $1.046.0 $1.0243 $2.2409 $2.200.6
799 V2.0 2727 2626 4595 478 1
207 1 160 4 433 6 346.8 776.3 628 4
820.0 767.6 1,752.3 1.6337 34767 3,307.1
1200 1156 241.2 2421 504 8 SI138
330 322 135.1 1304 2133 2412
1352 1397 270.5 2658 558 8 519.1
536 579 102.4 921 187 8 168 4
171.7 126 .8 3480 2709 6279 466 8
— — = — 23.7 32
90 8 89 6 181.1 186.1 372.1 158.1
518 496 1121 106.6 2249 2160
656.1 6114 1,390.4 12940 27133 2,486.6
1639 156.2 3619 1397 7654 8205
- - - - (579)
52 09 45 28 74 59
$.2 09 4.5 28 74 (52.0)
1691 157.1 366 4 3425 7708 768.5
58.2 589 1193 118.5 2418 2377
34 58 69 116 17.1 244
616 64.7 1262 130.1 2589 262.1
107.% 924 2402 2124 5119 506 4
264 30.7 759 RK 1 157.4 1775
14.3 6.1 178 (39) 391 21.7
122) (1.8) 4.3) (3.6) 9.5) (74)
95 35.0 89 4 80.6 1870 191 %
H8.0 $ 574 $ 150K $ 1318 $ 3249 $ 3146
68 S 874 S 130K S 1318 [ 3940 314.6
0% T4% 3 T30 6 Tan 1 (P 470
$0.37 $0.33 $0.67 $0.63 $1.79 $1.90
— 001 0.18 0.12 021 017
037 0.34 082 0.75 200 207
0.08 0.01 0.13 0.01 0.17 0.01
0.04 no4 011 0.11 0.29 0.24
- ~ - (0.01) (0.05)
© ()4. o 10.05) 0.02 0.13) 012
045 0.39 101 089 232 2.3
— - - - - (0.25)
- - - - (0 10) (0.01)
e e - (0.04)
$0.45 $0.39 $1.01 $0.89 $2.18 $2.13
$2,372.6 $2.390.7 $2.3726 $2,3907 $23726 $2,390.7
CEIN K L 6118 LK K -

Results for interim periods, which can be largely influenced by weather condinions, are not necessarily indicanve of results to be expected for an entire vear

Centain prior-period amounts have been reclassified to conform with the current period s presentation

*Nonrecurring charges 1o earnings

Consi2liation Energy Group and Subsidiaries
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Consolidated Balance Sheets (Unaudited)

ASSETS
Current Assets
Cash and cash equivalents . .

Accounts receivable (net of allowance for uncollectibles of $21 § and $24 1, respectively)

L R L R e e e R R
LT R e R

Maerials and supplies ....... ... TOSAEERN
Prepaid taxes other than income taxes ...
Assets from energy trading activities ...

Real estate projects and investments
PRI PIRIIORE .c.ccinsiesssnsnssioiiasssn
Financial investments ......................
Nuclear decommissioning trust fund
Net pension asset
Total investments and other assets
Utility Plant
Utility plant

Deferred Charges
D SR e
R L SRR

Total deferred charges
Total Assets AT .

LIABILITIES AND CAPITALIZATION
Current Liabilities
Current portions of long-term debt and preference stock .
LT e e el v
TN st i s
Accrued taxes .

Accrued vacation costs ... S T L S
Liabilities from energy trading activities .........................
Other . ..

Total cum.-m hifnhim ........

Deferred investment tax credits..........................ooooooo
Decommissioning of federal uranium enrichment facilities

Long-Term Debi

R Emt PO TS SORUEADE DODS .......c oot csiossioss soos oot sbos s :

BGE other long-term debt

BG obligated mandatorily redeemable trust PRI BROMMINE oo icveiniiiinsisasossssunssasions

Diversified businesses longsermdebt ...
Unamortized discount and premium
Current portion of long-term debt .......
Total long-termdebt .......................c........
BGE Redeemable Preference Stock
Cmu:ggmm of BGE redeemable preference stock
Total redeemable preference stock ...
BGE Preference Stock Not Subject To Mandatory

Current portion of BGE preference stock not subject 1o mandatory redemption ...

Total BGE preference stock not subject to mandatory redemption .
Common Shareholders’ Equity

Retained earnings ... b i s v B
Accumulated other comprehensive income RS A RN IR e ?
Toral common shareholders’ equity ... AT :
L R e T D R g

Total Liabiaies And Capitalization .

Certain prior-period amounts have been reclassified 10 conforv: with the current period s presentation

Constellation Energy Group and Subsidiaries

June 30
1999 1998
{In Millions )
$ 1034 $ 3025
482 | 8K |
1094 121.7
69 | 753
149.5 160.5
3.5 30
3178 3513
376 28.7
1.2918 R EEINY
3192 a4
669.5 5398
172.6 1874
199.2 165.0
96.6 1148
_262.1 217.1
1,719.2 16465
B.B386 8.597.2
Ut.!?f}ts (2,966.9)
5,645.1 R %)
5198 5601
582 534
_SRU 6135
$9.234.1 $9.321 4
$ 1093 § 918
4743 631.0
3174 2006
383 128
30 0.6
559 60.5
66.3 680
36.3 w7
180.0 3331
351 261
15189 14636
13143 1,285.3
2319 1953
1137 123.1
308 149
0694 58.4
1,760.1 1,697.0
14292 1.570.8
1.000 8 10278
250.0 250.0
7626 7359
(11.6) (13.3)
(467.3) (508.0)
29637 T 0632
70 1100
%o B (030
- 70
T190.0 3100
oA, L (20.0)
190.0 190.0
1,494 3 14545
1,5155 14413
(5 4 4R
3,004 4 29006
6,158.1 6,160 8
$9.234 ) $9.321 4




Consolidated Statements Of Cash Flows {Unaudited)

Adjustments 1o reconcile 1o cuh provnbd by opcni.ng activities
DRI O NI - - dhuiscinssctind anb bt s th s iosmaitbaitoancs b

Investment tax Crodit AAJUMIMBNLE . .............cocuussconcimssnissomsssssesesssassssssrssnssss
T e R R A LT T R A SO R e :
Accrued pension and postemployment heneﬁls
T O T I il s st b s b dess R ain
Write-downs of real eState INVESIMENNS .................o.....ooiimieormsmiissisimsssone :
Equity in earnings of affiliates and joint ventures (€t ..........................
Changes in assets from energy trading activities
Changes in liabilites from energy trading activities
TS 0 TR UMM TN . bt ionnssd b5t b rand
Changes in other current liabilities

R T A R e e e RSy SIS
Net cash pron uhd DY OPOBHNG BOUVIEDE ........occ.ccc.iuiirunismmisinsisbaonsasomssssassasinn .
Cash Flows From luvesting Activities
A e N S AP O A T T e
Contributions 1o nuclear decommissioning trust fund ... ..o, :
Purchases of marketable equity SECUTIUES .................o.oovrimiiosinssionnsionsioniess
Sales of marketable equity securities ... R i osiins :

Other financial mvestments . ...,
Real estate projects and investments
IPDOIRE TROMINTE - e e v aiertanconmessvass S s i B i et

Net cash used in investing activities ...................... AT N, e SRR !

Cash Flow From Financing Activities
Proceeds from issuance of
Short-term hormwin;s.
Long-term debt ..
Replymenb of shotHerm b(mwmp....., ............................................... .
Reacquisition of long-term debt............ :
Redemption of BGE preference Stock ... HISREE B

Net cash used in financing activities .

Net Increase in Cash and Cash Equivalents....... ...,
Cash and Cash Equivalents at Beginning of Year ...

Cash and Cash Equivalents at End of Year ..., osday
Other Cash Flow Information
Interest paid (net of amounts capitalized) . ...
Prelomnces Dok AIVIBONAs PRI ..........c..ccouioviivivimmmmssssmisasssissmsensestisssisisirss
T e R e N R SR S L A S

Centain prior-period amounts have been reclassified to conform with the curren: period's presentation

Consteliation Energy Group and Subsidiaries

Six Months Ended Twelve Months Ended
June 30, June 30,
1999 1998 1999 1998
(In Millions)

$ 1508 $ 1318 $ 3249 $ 3146
2084 200.0 428.7 400 8
178 39) 39.1 21.7
4.3 (3.6) 9.5) (74)

7.1 204 (21.6) 110
287 10.6 59.7 (7.3)

- — — 579

— e 26.2 32
262 (119 (16.5) (39.0)
(157.6) (3419) 335 (351.3)
538 3245 (153.H 3331
(24 4) 104 9 (100.4) (71.2)

68 4 (18.2) 1498 56.4
{47 . (183) " 1.1
L 4034 663 2 7544
(182.3) (169.9) 412.1) (414.7)
(B8) (8.8) (17.6) (17.6)
(124) (16.5) (29.2) (29.6)
9% 187 240 437

K5 136 49 141

407 269 353 277
(318) (B2.1) (1159) (109.2)
(192) (312) (649) (51.8)
(195.5) (249.3) (575.5) (537.4)
1,029.3 1.476.1 1,5154 28717
1275 3914 5674 485.1
96 126 391 216
(920.0) (1,719.7) (14786) (2922.1)
(360.5) 59.1) (656.6) (300.2)
— 3.0 (124.9) (106.0)
(125.5) (121.2) (250.4) (242.3)
(5.4) 87 (1.3) 05
(245.0) (142) (389.9) (185.7)
(70.3) 1399 (199.1) 313
173.7 1626 3025 271.2

$ 1034 $ 3025 $ 1034 $ 3025
$ 1204 $ 1147 $ 2424 $ 2356
$ 69 $ 116 $ 163 $ 245
$ 1010 $ 899 $ 1754 $ 1685

|



|
\
| Utility Operating Statistics :
Three Months Ended Six Months Ended Twelve Months Ended
L8 June 30, June 30, June 30, '
| ELECTRIC 1999 | 99N 199y 199% 1999 1998 |
| Revenues (In Millions)
| Residential-—with househeadng . ... $ B4 $ 834 $ 2036 $ 1936 $ 4025 $ 3929
o R ; 131.0 131.3 280.7 24656 560.3 §39.7
=0l ......ooorieian g 2151 2147 4543 402 962 8 9326
COMIREROR. ... oo ccisnsiniiinsioss s 2250 2240 4235 4141 9222 8979
Industrial .. S i i 51.6 553 965 1005 2075 2139
System Sales ... . e 4917 4940 T 9743 9548 20025 20444
lnlcnhnngc lndOlhcr Sules A 349 235 593 579 122.3 1322
Other .. sl 6.5 , 5.7 o 117 28 1 243
D i RETEEI $ 531 § 5252 $ 1.046.5 $10244  §22420 $2.200 9
Sales (/n Thou:ands)—MWH
Residential—with househeating.... ... By 989 96K 2,663 2487 5,034 4883
e ....o.ct s hlasohel T 1,387 2.820 2,747 6,180 5,905
o R, 2377 2,355 5.483 5234 T4 10,788
e A N L S R U 3,198 3178 6,468 6,330 13,357 12,960
Industrial ......... s 1,091 e 3t awme 4,468 4621
System Sales ... e e 6,666 6,728 14.145 13,873 29,039 28,369
lmeuhangenndO!MrSalcn ol 1441 S - - - AR . RN 3318 419
, S R FR A 8,107 7,791 16804 16,671 34,354 _ 34528
GAS
Revenues (/n Millions) |
Residential —excluding delivery service ... % 51.1 $ 492 $ 1759 $ 1641 $ 2911 $ 2946 ‘
~delivery service...............ccoes 18 . e, T (5N 19 9.7 24 |
—total .. 529 498 1826 166.0 3008 2970 |
(‘ummcnml—cx..ludmg dehvcry service...... 129 115 494 4ax 80.2 879 |
~—delivery service...... Sk i e 43 36 135 108 222 16.7 ‘
Industrial  —excluding delivery service ... 1.1 0.8 47 36 9.1 8.5 |
~delivery service.................... . - PRERSUIENE T e ¢ - 159 e |
D T i o initss ir i it 74.7 695 258.3 2334 4282 427.0
RPN TR & e oo astos imies sovissaskina 5.5 108 15.1 256 30.3 443
AR A SO A SRR D S e U s e 68
T i inia e S $ 823 $ 820 $ 2712 $ 2626 $ 4658 $ 478.)
Sales (/n HOMM}——DTH
Residential —excluding delivery service . ... 5.148 5,160 21,460 20911 34,143 36,726
—delivery service..................... 554 227 2403 718 3,575 924
—totdl ............ . 5,702 5387 23863 21629 37,718 37,650
3 C mnmcrual-—-euludmg 'iehvcr) service..... 1,657 1,514 7.455 7,166 12,065 14.404 -
—-delivery service. e Rl 3977 3,402 11,278 9315 18,596 15,401
Industnal  —excluding dellvcry service ... 101 50 782 519 1.676 1,360
—delivery Semvic................. oo BN SEN O MMS . HMe . st 37,204
System Sales ... 18,806 18 880 59.570 55,800 103,865 106,019
Off-System Sales T ST ¢ DA . e 12,502 17,079
T MR AT A RIT SRR 21,069 23 590 65,952 66413 116,367 123,098

Utility aperaring statistics do not reflect the elimination of intercompany transactions
Certain prior-period amounts have been reclassified 1o conform with the current period's presentation

Heating/Cooling Degree Days (Calendar—Month Basis)

Heating degree days—Actual ............... 1t 517 463 2,907 2,485 4,541 4,383
e R 531 534 2,987 3011 4,759 4822
Cooling degree days—Actual ....................... 203 258 204 279 %39 843
B S 230 227 233 230 840 814

Utility Electric Generation Statistics
Twelve Months Ended June 30,

Purchased
Hydro Power Net of
Nuclear Coal Oul & Gas Energy Sales Total

Generation b) Fuel Typc (%)

1999 . " 433 5§73 43 30 (79) 100.0

B sttt i tes 448 60 1 23 37 (109) 100.0
Thousands of MWH

L R R S LSS 13,312 17,642 1,330 922 (2,431) 30,775

199% SR 13,439 18,024 687 1,103 (3,256) 29,997
Aversge Cost of Fuel -

(Cents per Million B) g

RO i s it it teadi i 45.52 137.53 21442 -- - 101 65

1998 S e 4596 138 B8 26751 - 10207

Constellation Energy Group and Subsidiaries



Capitalization*
S R S L e N e T O ’
BGE obligated manditorily redeemable trust preferred securities ... ...........
Short-term borrowings

Ratio Of Earnings (SEC Method)

SO TR UMD i icindnines omen i ataneatsh soas i binia M Haniesidisssibippissiondiiste
To fixed charges and preference dividends combined ...

AFC As A % Of Earnings Applicable To Common Stock ...

Twelve Months Ended June 30,

Utility Consolidated
1999 1908 1999 1995
45.5% 46 9% 47.2% 48 4%
4.7% 4.6% 3.7% 3.6%
2.1% — 1.6% 1.1%
3.7% 58% 29% 4.7%
44 0% 42.7% 44.6% 42.2%
12.5% 11.2% 10.9% 10.9%
12.3% 12.7% 11.6% 12.2%
3 339 302 il
294 281 274 268
3.7% 3.5% 3.2% 3.0%
347% 35.7% 36.5% 36.1%

Certain prior-period amounts have been reclassified to conform with the current period's preseniation.

*Capiralization includes currens portions of long-term debt and BGE preference stock.

**Nonrecurring charges to earnings include the write-off of merger costs and of an energy services investment, and the write-downs of real estate investmenis

as shown on the Consolidated Statements of Income.

Shares Outstanding—End of Penod (In Millions) ...,

Book Value per Share—End of PEriod .............cooooccooo oo

Inguiries concerning this summary should be Jirected to:

David A. Brune Kevin J. Miller
Vice President, Manager,

Chief Financial Officer, Financial Planning
and Secretary (410) 234-5434
(410) 234-5511

Constellation Energy Group and Subsidianes

Three Months Ended Twelve Months Ended
June 30, June 30,

1999 1995 1999 1998
$0.42 $0.42 $1.68 $165
$0.42 $041 $1.68 $1.64
$31% $32'% $354 $34%,
$254 $30% $24' $25'%s
$29% $314e $20% $314%
496 148.3 1496 1483

$20.09 $19.55 $20.09 $19.55

Constellanon Energy Group
P.O. Box 1475
Baitimore, Maryland 21203

®
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EXHIBIT 111

“

PROJECTED CASH FLOW FOR 12 MONTHS

ENDED JULY 31, 2000

'“

Baltimore Gas and Electric Company
Calvert Cliffs Nuclear Power Plant
August 13, 1999
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Internal Cash Flow Projection

For Calvert Cliffs Nuclear Power Plant

Percentage Ownership
in all Operating Calvert Cliffs Unit No. |
Nuclear Units Calvert Cliffs Unit No. 2
Maximum Total Contingent
Liability (000}
per Nuclear Incident $176,200

Payable at Per Year (000)  $20,000

Non - Cash Expenses ($000)
Depreciation and Amortization
Deferred Income laxes and
Investment Tax Credits
Total

Percentage of Total to Maximum
Total Contingent Liability
Payable Per Year

Retained Earnings ($000)
Net Irome After Taxes
Less Allowance for Funds
Used During Construction
Less Dividends paid
Total

Total Internal Cash Flow

Percentage of Total Internal
Cash Flow Maximum
Total Contingent Liability Payable
Per Year

Twelve Months
Ended 6/30/99
$421914

7,140
$429,054

2,145.3%

$331,833
10,487
266,652
$ 54,694

$483,748

b AAicb LA

2418.7%

Exhibit 111
Page 1 of 2

100.00%
100.00%

Projected
Twelve Months
Ended 7/31/00

$434.866

(3,382)
$431.484

2,157.4%



(1)

(2)

7N
\~

(4)

Exhibit 111
Page 2 of 2

Baitimore Gas and Electric Company

Underlying Assumptions for Projected Cash Flows

Projected cash flow does not include an estimate of retained earnings. However,
internally generated funds without retained earnings are well in excess of the
maximum possible retrospective premiums.

Depreciation is generally computed using composite straight-line rates applied to
the average investment in classes of depreciable property. Vehicles are
depreciated based on their estimated useful lives.

Estimates of Federal income taxes and other tax expense are based upon existing
tax laws and any known changes thereto.

Accounting policies are consistent with those in effect June 30, 1999




EXHIBIT IV

m

NARRATIVE STATEMENT

CURTAILMENT OF CAPITAL EXPENDITURES

M

Baltimore Gas and Electric Company
Celvert Cliffs Nuclear Power Plant
August 13, 1999




Exhibit IV

Baltimore Gas and Electric Company

Curtailment of Capital Expenditures

Estimated construction expenditures including nuclear fuel and Allowance for
Funds Used During Construction for the twelve months ended July 31, 2000 are $433
million. To insure that retrospective premiums under the Price Anderson Act would be
available during the aforementioned twelve month period without additional funds from
external sources, construction curtailments would affect all construction expenditures
rather than impacting a specific project.




EXHIBIT I

m

1998 ANNUAL REPORT TO SHAREHOLDERS

m

Baltimore Gas and Electric Company
Calvert Cliffs Nuclear Power Plant
August 13,1999
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»

runci Highlights

1997
In millions, except per share amosnts)

COMMON STOCK DAYA
Eamings per share
Earnings per share from operations

Utility business 1.93 $ 1.94 (0.5)%
Diversified businesses 0.27 034 (20.6)%

Total earnings per share from operations § 220 $§ 228 (3.5)%
“Wrise-off of merger costs — {0.2%)
“Write-downs of rea! estate investments (0.10) {0.31)

*Write-off of energy services investment (0.04) -

Total carnings per share $ 206 $ 172 19.8%

Dividends declared per shore $ 1.67 $ 163 2.5%
Average shares ouvtstanding 148.5 147.7 0.5%

Return on overuge commeon equity
Reported 190.5% 8.9% 18.0%
Excluding nonrecurring charges to earnings 11.2% 11.7% (4.3)%
Book value per share—-yeai-end $ 1998 $ 1944 2.8%
Marke! price per share—year-end $30.875 $34.125 (9.5)%

B FINANCIAL DATA

$ 2219 $ 2,192 1.2%
449 522 (13.9)%
Diversified businesses 490 594 16.1%

Total revenues $ 3.358 $ 3.308 { 5%

Mol income $ 328 $§ 283 15.8%
Earnings applicable to common stock $ 3066 $ 254 20.4%
Assets
Utilicy business $ 7,271 $ 7,305 (0.5)%
Diversified businesses d 1,595 20.6%

$ 8900 3.3%

Total assets $ 9,195

Utility construction expenditures
{excluding Allowance for Funds Used During Construction) § 329 $ 365 (9.91%
BGE investment in divorsified businesses 2 515 » 5.5%

UTILITY SYSTEM DATA
Electric system sales—megawatt hours 28.8 28.1 2.5%
Gas system sales-—~dekatherms 100.1 i12.4 (10.9)%

“Nonrecurving chavges w earnings dizoussed in Nate 2 10 the Comsolidazed Financial Statements on page 51
Certain prior-year amownss have beens reclassified to conforms wish the surrens year's presentation

Contents

Who We Are 2 Letter to Sharcholders 4 Financial Review 17 Forward Looking Statements 35

Directors and Officers 66  Five-Year Statistical Summary 68 Shareholder Information 69

Owur Strategies: Concenrrating on Our Home-Field Advantage in Maryland 8
Targeting Whalesale Power Marketing and Generation 12 Focusing on Latin America 16
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Nobody just steps out on the court and wins. You have to have a Pltlﬂ You have to m

choices. You have to be (()H]Iﬂi[[tfd And you have to work at it, and work at it (:_f\\'()rl\'
at it m I'hat’s what matters on the court and in the ('\l-]\ingi energy m H‘\t't;‘v?.:;: [oday hundreds of
L'\p(!l(‘ll\(\ipn\\(ru»Hli'erL\‘l!(’ il i % p. ) \n'r”;\(llrlg for P""‘i position

. y 5 Wl i !
with a host of niche players and s newcomers. While it’s early on in the

game, BGE's made some smart })Ll\\ with a growing wholesale power business, a solid

commitment to power generatien, and a pro-customer choice stance at home. [ In the end, BGI

plans to be a WIINNEI. That's why we're doing everything we can to prepare Building a

strong team. Setung competitive S l‘;l(L‘iLlC.\ And playing hard, very hard. [ Bottom line
. ¢ .

.« BGE, We re determined to win

11T a1

1994 1995 1996 1997 1998 1994 1995 1996 1997 19, 1994 1995 1996 1997 1992
s fornings per Shore e Morke! Price per Shore

Urethends per Share Book Value per Share

LAE B PO AR R R RSN




PETERMINED TO WiN

to.

R

i Y 71 A i s &
El 4..' ) g v’
ot f
> 2 4 2 v ’ . X ; by ‘ . ;
OWMWMDC S RANEe S bl M ' { Qur Consteéllation Power Source affiliate
£ Oﬂdw utility serves cw!omers "W in ST s y -+ buys and sells energy and provides risk

. Central Maryland (shown in red). Beyond this =+ & a7 management servicés throughout the U.S
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Our [Jtl Ity BUSiﬂﬁSS Our Nonregulated

Oner regulated, investor-owned eleceric and gas utility serves more than 1.1 million BGE's nonregulated businesses, consolidat
industrial, commercial, and residential electric customers and over 573,000 gas under its wholly owned subsiduiry,
custommers in Central Maryland, Constellation®™ Enterprises, Inic., focus on
emerging opportunities in the competitive
Operaiions.
£ o i . : energy marketplace.
¢ Generation: Owns and operates * Gas Distribution: Stores and deliver, Y P
10 Maryland-based power stations, natural gas through two peak-shaving
including the Calvert Cliffs Nuclear plants, nine gate stations, and nearly
Power Plant; shares ownership of threc 5,600 square miles of gas mains in a more
power plants in Pennsylvania; total gener- than 600-square-mile service territory Provides wholesale poww marketing and ris
ating capacity exceeds 6,200 megawarts management services, with Goldman Sachs
* Electric Transmission and 1998 Mighlights: Power as its exclusive advisor

Distribution: Provides electricity * Set new production records in fossil and
throughout its 2,300-square-mile service nuclear plants by generating 32.4 million Customers and Markets:

territory through its transmission and megawatt hours, an increase of 14% Wholesale energy customers in North Amerig

P . . " ¢
distribution system; is a member of the since 1994

Consteliation Power Source!™ Inc.

PIM (Pennsylvania-New Jersey- * Became first in the U.S. 1o file for nuclear- 1998 Nighlights:

» Increased trading volume nearly 12-fold o
116 million megawatt houts compared to
9 million in 1997

Maryland} Interconnection, a regional plant relicensing to extend Calvert Cliffs

power pool of wholesale market Nuclear Power Plant’s operating license

participants and eight utility companies  + Filed transition plan for introducing
electric retail competition with the

Maryland Public Service entering into long-term contracts with ( wrar
State Electric Company, Fitchburg Gas and

* Developed New Engiand business base by

Comunission (PSC) :
T . Electric Company, and Eastern Utilities
* GGained $16 million natural gas base

rate increase that included a
?f”\'“ﬂl'n o Dl‘u&(‘(‘t revenues *n)"\
weather flucruations

Associates

* Formed Orion Power Holdings, Inc. with
Goldraan Sachs Capital Partners 1o pursue

surchasing existing powes plants in North
¢ Added nearly 12,000 new natural gas ¢ .

America
customers and more than 15,600

g 5 ) " "t 1 . e Goows
electric customers to system * Orion «cquirea ine 105-megawart Carr Stre
o power plant in Syracuse, NY

* Ranked in the top 17th percentile . '

e Fn e Five-ve " . .
of comparable utilities for safery Entered inte five-year contract to purchase

performance all capacity, energy, and ancillary services
gener rated by Carr Street power plant
* Moved into new downtown Baltimore head

quarters with a stare-of-the-art trading floor
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- nergy Services Business

| onstellation Power™ Inc.

evelops, owns, and operates domestic
international power projects; provides
erations and maintenance services to
wergy facilities through its wholly owned
ibsidiary, Constellavion Operating
ivices, Inc, (COSI)

: res ang Markets:
"holesale and retail energy markets i cthe
J.S. and Latin America

98

Set production record of over 4 million
megawatt houss, the most ever generated
by its domestic power plant portfolio
Reorganized management tearn,
aligning opezations to pursue wholesale
power-markzacing and merchant-
gencrarion strategics

Acquired controlling interest in
Elektra Noreste, S.A., Panama's
second-largest electric distribution
company

g COS! gained contract to operate Carr

Street power plant in Syracuse, NY
Signed long-term powes-supply
agreement with privatized Guatemalan
M cisitibution company; added 60
megawatts of new generating capacity

Expaaycding our eléctoic genorotion afid distodyiafion

Xt bevond U5, bordors, o Convtelletion

Powst coflilienleo e hicis iatereests (i 15 powen
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BGE Home Products
and Services” Inc.

Offers a wide range of home energy
products and services; commercial build-
ing systems; and retail gas marketing

Customers and Markets:
Residential and commercial customers in

MD, VA, and Washington, D.C.

1998 Highlights:

* Added natural gas to its exisving
portfolio of products and services to
rake advantage of opportunities
opening with the deregulation of the
retail natural gas supply marker

* Concluded sales and merketing drive
as a participant in Maryland’s Gas
Options pilot program, attracting
significant intesest from residential and
stnall-commercial markeis

* Won two “Baltimore’s Best” Awards
from Baltiuore magazine for appliance
stores and plumbing services

* Continued to strategically reposition
retzil operations, relocating two
existing stores and opening a third
in a new marker

o
CS

Constellation Ener

ry
y
o)

Source,” Inc.

Provides customized energy solutions
exclusively to businesses

Customors end Markets:

Mid-sized commercial and industrial
customers primarily in the mid-
Atlantic region

1998

* More than doubled natural gas sales
in one year
Expanded product line to offer
full complement of energy and
energy-related services o mid-sized
commercial, industrial, and
governmental customers

Invested in new information systems
to support large transaction volumes
required to serve sophisticated
customers’ complex energy needs

* BGE also has other nonregulated
businesses that are not energy-related

L ('N.!.'l‘!h(ll‘,": Investrnents In
engages in financial investments
including marketable securities, finan
:'u/ .’1Ir.'/l('t/,}‘arme'n/n/u ﬂlu/ fma'm iail
guarantee mswrance co mpanies

» Constellation Real Estate (5 uy s

develops, owns, and manages real estare

and senior living facilities
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Vice Chairman

Christian H. Poindexter
Chairman of the Board, President
and Chief Executive Officer

Our

Strategies

s Continue . Offer
Premier Utility
Services to
Maryland While
Managing the
Transivion to a
Competitive Energy
Marketplace

* Be a Leader in
Wholesale Power
Marketing and
Creneration in
North America

* Be a Sugmifican:
Generation and
Energy Delivery
Supplier in

Latin America
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oday, and for the foresecable future, the best description for our business is

“an industry in transition.” Transition means change, and change is filled with

uncertainty. The events of 1998 bear this out.

We're determined to win in the new energy market. As we go through this transition,

we'll work to preserve the integrity of your inivestment, shed assets that no longer fit the

emerging market, and seize opportunities for growth.

SHAREHUOULDERDS

In this transition year, BGE's stock performed below our
standards and my own expectations. To be candid, our
stock performed in the lowest quartile among utilities in
our peer group. | attribute this to the following:

* Flat carnings due 1o less energy demand caused by mild
weather in the fall and winter, and write-downs on
projects resulting from our decision 1o sell a real estate
investment and exit an energy services venture,

* Anticipated lower future revenues from 15 California
power projects with power purchase agreements.
Owned by our Constellation Power affiliate, these
projects will have transitioned from fixed to variable
rates by the end of the year 2000.

* A rate reduction proposed by the Maryland Office
of People’s Counsel to the Maryland Public Service
Commission (PSC) that could reduce BGE's
earnings potential,

* The regulatory and legislative process under way in
Maryland to move to a competitive electric market.
Investors are uncertain about how key issues such as
transition cost recovery and fair tax treatment for
utilities will be resolved.

1 assure you that vour leadership team is acutely aware
of how these issues affcct the value of vour stock. We are
working hard on many fronts to resolve them and are
encouraged by our progress.

1 am especially happy to report that legislation was
passed and signed into Maryland law early in 1999,
removing a 1910 Maryland statute that prevented BGE
from forming a holding company. You'll find more detail
on page 6, but I want you 1o know I was overwhelmed by
the strong show of suppor: from local investors and our
employees, as well as community and busines: leaders, on
the holding company issue. I thank each of you for your
help. It truly made a difference.

A Look af the Scorecard

In 1998, BGE earned $305.9 million, or $2.06 per
common share, on revenues of $3.4 billion. This compares
with earnings in 1997 of $254.1 million, or earnings per
share of $1.72 on revenues of $3.3 billion.

Both 1998 and 1997 carnings reflect one-time charges,
explained in the financial section of this report. Excluding
the effect of the nonrecurring charges, earnings for 1998
were $2.20 per share compared with $2.28 for 1997,
Dividends declared amounted to $1.67 per common share
in 1998 and $1.63 per common share in 1997.

Owur Utility Business Our utility business includes our
regulated electric and gas sales, production, and delivery
services. Earnings from these businesses in 1998 were about
the same as in 1997. Although we had higher electric sales,
we also had lower gas sales, along with higher operations,
maintenance, and depreciation expenses.

During the year we added about 15,600 electric and
12,000 gas customers. Total electric sales to customers
increased approximately 2.4%, mostly due to customer
growth, increased demand during the hot summer, and
increased usage per customer. Electric sales to residential
customers were up almost 1.5%, while sales to commercial
and industrial customers increased 2.9%.

Total gas sales to customers decreased 10.9% compared
with 1997, due to 1998's mild winter and fall weather and
lower usage per customer. Sales to residential customers
decreased 11.6%, while sales to commercial and industrial
customers decreased 10.5%.

BGE power plants had another record-serting year. In
1998, our Calvert Cliffs Nuclear Power Plant (CCNPP)
generated 13.3 million megawatt hours of energy, its
highest production level since it begen operation 22 years
ago. Our fossil plants also set a new production record of
19.1 million megawatt hours.

199 '_I\ WiMm O GEmMiWERLINE
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For the fourth year in a row, our BGE generation team
also distinguished itself as the lowest-cost electricity provider
among the eight urilities that are included in the PJM
(Pennsylvania-New Jersey-Maryland) power pool.

In April 1998, BGE also became the first utility in the
country to file with the Nuclear Regulatory Commission to
extend the operating licenses of CCNPP's two nuclear units.
Since then, several other utilities have filed or plan 1o file for
extensions in the near future. This
process will help ensure a diverse
fuel mix for our nation’s energy
consumers, allowing our country
and our state to meet stringent
new domestic and international
air quality standards,

We are on target to be Year
2000 (Y2K) ready. Our utility
operations are on schedule to be
completely Y2K-ready by mid
1999, We've made a significant
investment and have been
working with the PSC and other
utilities to ensure system relia-
bility. Simply put, our customers
can expect the same high level of
service reliability during and after
the millennium rollover as they
experienced before it.

Our Nonregulated Businesses

Earnings from our nonregulated affiliates reflect solid
performance. Excluding the write-downs taken in 1998 and
1997, our nonregulated business operations produced $41.1
million in carnings ($.27 per share) in 1998 compared with
$52.% million (8$.34 per share) in 1997,

Write-downs for 1998 included investments in Church
Street Station—an entertainment complex in Florida—and
an enetgy services venture. The net result: Nonregulated
carnings were $20.2 million in 1998 compared with
$4.5 million in 1997.

The major contributors to nonregulated earnings in
1998 were Constellation Power, Inc. (CP1), our largest
operating subsidiary, and Constellation Power Source, Inc.
(CPS), our newest operating subsidiary. CPI contributed
$44.3 million ($.30 per share) to earnings compared with
$36.6 million (.25 per share) in 1997. CPS weighed in
with a $7.5 million ($.05 per share) contribution in its first

full operating year.

A Brighter Outlook Ahead

We have been working hard to resolve several issues that held
us back in 1998 and to position your company to win in the
competitive energy market. Here are some of our sucorsses:

Holding Company Bill Passes After the close of the 1998
legislative session last April, we worked to achieve an
understanding with Maryland’s governor and legislative
leaders on the importance of a holding company to BGE's
future. A 90-year-old law made our state the only one in the
nation prohibiting a utility from forming a holding company.

By June, we received commitments from Maryland's
governor, senate president, and speaker of the house that
this outdated law would be
changed early in the '99 session.
I'am pleased to report that state
lawmakers voted overwhelmingly
to allow utilities incorporated in
Maryland to form holding compa-
nies. The bill was signed into law
on February 3, 1999,

This puts BGE on equal footing
with other gas and electric utilities
serving Maryland customers but
incorporated out of state. This also
gives us greater access to the capital
markets and the fnancial flexibility
to build our businesses.

The final sieps will be receiving
approvals from the Nuclear
Regulatory Commission and
from shareholders at our annual
meeting in April.

Moving Toward Comprebensive
Legislation for Electric Deregulation In December 1997,
the PSC set July 1, 2000 as the date when Maryland
customers would begin to choose their electric suppliers.
State lawmakers then debated the issues surrounding dereg-
ulation in the 98 session. While no bill was introduced, the
debates raised awareness of the complex and important
issues needing resolution before deregulation begins.

Since that session, BGE and the other utilities serving
Maryland have continued to work on proposed legislation.
Together, the six utilities developed a series of bills for consid-
eration by the Maryland General Assembly leadership.

We have set out to achieve a bread consensus on the main
elements, taking into consideration the views of all stake-
holders—customers, regulators, legislators, community
leaders, and shareholders. Our objective is to find the fairest
and fastest way to open the state’s energy market and resolve
the uncertainties the transition has created.

All along, we've sensed a commitment to doing it right
the first time to ensure an efficient and equitable market that
benefits customers and producers alike. We are continuing
to work with Maryland's electric industry leaders and state
lawmakers to pass comprehensive legislation in 1999.



| Focusing Affiliate Businesses on Energy We have reorganized
| and streamlined our subsidiary structure and focused
our activities on the business we know best—energy.
For our nonenergy-related businesses we are evaluating
transitional strategies.
Toward that end, our Constellation Real Estate Group
(CREG) transferred most of its operating properties to
Corporate Office Properties Trust (COPT), a publicly traded
real estate investment trust based in
Philadelphia. In exchange, CREG
received a significant stock owner-
ship position in COPT, cash, and
relief from associated property debt.

Strategies

for the Transition

Our pre-eminent goal for the next
few years is to actively manage the
transition to a competitive electric
market. At the annual shareholders
meeting in April 1998, | announced
the strategies for success going
forward. Since then, we ve narrowed
our focus and set our sights on three
primary strategies. We go into more
detail on pages 816, but here 1s a
brief overview of our game plan:

Provide Premier Utility Services
to Maryland While Managing the
Transition to Competitive Energy Markets We've been
serving Maryland customers for nearly two centuries,

and we want to continue o have a strong corporate
presence here. Throughout most of this decade we've been
preparing our operations for competition. We've improved
reliability and service, lowered costs, and increased our
power plant production. As the retail energy markets open

in Maryland, we plan to remain the state’s leader in energy
delivery services.

Be a Leader in Wholesale Power Marketing and Generation
in North America In less than two years, Constellation
Power Source, our power marketing and trading business,
has become one of the top 25 power marketers in the U.S.
To build on this success, we've realigned subsidiary
operations to support our merchant-generation and power-
marketing strategy. We have assembled the full specirum
of skills and services that will allow us to be a major player
in North America’s emerging merchant electric industry.
Within our family of nonregulated companies, we have

the know-how to build, buy and operate power plants,
trade the output on the open market, and manage the risk
of fluctuating energy prices.

Become a Significant Generation and Energy Delivery
Supplier in Latin America Constellation Power, our
independent power business, began expanding its expertise
in generation and energy delivery beyond our borders three
years ago. It now has 15 projects in eight Latin American
countries. We intend to build on our winning track record
and increase our involvement in the government privatiza-
tion process now under way in this geographic region.

Toking Our Best Shots

lce hockey great Wayne Gretzky
has two rules that sum up his
approach to the game. First, 1
skate to where the puck is going to
be.” Second, he says, “You miss
100 percent of the shots you never
take.” That is exactly how BGE
approaches the utility business.

Being determined to win in
the new energy world means
taking the long view but focusing
quickly. It means having the
confidence to seize upon
well-considered risks. Most
importantly, it means playing the
game on many levels by thinking
Jocally, regionally, nationally, and
globally—because the energy
market of the next century is that
broad and expansive,

in 1999, we'll continue to move quickly in response to
promising and profitable opportunities. We're building on a
182-year record of achievement, and we know what it takes
to win. | look forward to telling you of our progress this time
next year.

1 want to thank our employees for their tireless commit-
ment to assuring reliable and responsive services to our
customers. Their daily actions are representative of the kind
of teamwork and dedication that will make BGE a winner in
the energy industry of the future. Finally, | thank you for
sharing my confidence in BGE's financial success.

Chtndeple

Christian H. Poindexter
Chairman of the Board. President
and Chief Executive Officer
February 11, 1999
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ADVANTAGE IN




Our Premier Energy
Delivery Service

GAME PLAN:

* Focus on continuing os
the leader in energy
delivery in Centrol
Marvlond.

Concentrate
on Our Home-
Field Advantage
in Maryland

* Build on ow proven
strongfhs os o relioble, |
low-cost anergy
produce’ o
1o customer choice

® Laveroge our experience
and reputation in
Morykond by confiuing
to grow out retall
energy products ond

services business

SYRATEGY:

Continue to offer

premier urility

services to Maryland
while managing
the transition to

a competitive

marketplace. __i
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Delivering on Customer Satisfaction

4]

Were Preparing for the Year 2000

and Deyond

CONCENTRATE
ONOUR
LOW-COST
LEGACY IN POWER
GENERATION

BGE bes lowered

generation wsts
by 12X in the
last five yoars.




Generating Winring Numbers
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Our Retail Energy Products
and Services Role |  CONCENTRATH
| ON EMERGING
COMPETITIVE
FNERGY-RELATED
RETAIL MARKETS IN
MARYLAND

BGE HOME just odded
nutural ges to the fuli

line of energy products
and services.
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TARGET ENERGY
TRADING AND RISK
MANAGEMENT
v une your,
Constellation Powsr
Source by growre
inte ane of the top
25 power marketers in
the nation.

TARGET
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CONSTRUCTION
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FOCUS ON
CONTINUING TO
GROW OUR LATIN

AMERICAM POWER
BUSINESS

BETERMINED 1O WIiN

GAME PLAN:
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ond distrbution asse®s. | o | arin America |
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exporioncs ond STRATEGY:
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® Form solid
partnerships generation and energy
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Selected Financial Data
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Summary of Finunciel Condition
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Managements Discussion and Analysis
of Financial Condition and Results of Operation
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=+ | Overview

Total Earnings per Share

of Common Stock
1 OOR
Utihty business $1.93
Diversified businesses (subsidiaries 2
Total earnings per share from
operauons 2.20
Write-off of merger costs (see Note 2
on page 51)
Write-downs of real estate
investrnents (see Note 3 on page 52)
Disallowed replacement
energy costs (see Note 10 on page 63
Write-off of energy services investment
(see Note 2 on page 51

Total earnings pet share
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Utility

Business Earnings per Share

of Common Stock

1998

Electric business $1.75
Gras business A8
Total utility earnings per share

from operations 1.93%
Write-off of merger costs (see Note 2

on page 51)
Disallowed replacement

energy costs (see Note 10 on page 63) —
Total utility earnings per share $193

LAR BB 2

Elactiric Revenves
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Fuel Rates

In 1998, fuel rate revenues decreased compared 10 1997
Although we sold more electricity, the fuel rate was lower
mostly because we were able to use a less-costly mix of
generating plants and electricity purchases.

In 1997, fuel rate revenues decreased compared 1o 1996
mostly because we sold less electricity.

Interchange and Other Sales
“Interchange and other sales” are sales in the PJM
(Pennsylvania-New Jersey-Maryland) Interconnection
encrgy market and to others. The PJM is a regional power
pool with members that include many wholesale marker
participants, as well as BGE and seven other utility compa-
nies. We sell energy to PJM members and to others after we
have satisfied the demand for electricity in our own system.

In 1998 and 1997, interchange and other sales revenues
decreased compared to the respective prior year mostly
because of lower sales volumes.

Elnctric Fuel and Purchased Energy Expenses
1998 1997 1996
(In millsons)
Actual costs $514.7 $5045 $539.2
Net recovery (deferral)
of costs under electric fuel
rate clause (see Note 1
on page 46) 90) 152 8.2
Disallowed replacement energy
costs (including carrying
charges) (see Note 10
__on page 63) — - 954
Total electric fuel and
purchased enetgy expenses  $505.7 $519.7 $642.8

Actual Costs

In 1998, our acrual costs of fuel to generate electricity
(nuclear fuel, coal, gas, or oil) and electricity we bought
from others increased compared to 1997 mostly because we
sertled a capacity contract with PECO Energy Company.

In 1997, our actual costs decreased compared 1o 1996
mostly for two reasons: we bought less electricity from
others as a result of being able to meet demand using the
electricity we generated, and we were able to use a less-costly
mix of generating plants mostly because we generated more
electricity ar Calvert Cliffs,

Electric Fuel Rate Clause

Under the electric fuel rate clause, we defer (include as an
asset or liability in our Consolidated Balance Sheets and
exclude from our Consolidated Statements of Income) the
difference between our actual costs of fuel and energy and
what we collect from customers under the fuel rate in a
given period. We cither bill or refund our customers that
difference in the future. We discuss the calculation of the
fuel rate in Note 1 on page 46.

In 1998, our actual costs of fuel and energy were higher
than the fuel rate revenues we collected from our customers.

In 1997, our actual costs of fuel and energy were lower than
the fuel rate revenues we collected from our customers.

In December 1996, we settled fuel rate proceedings about
extended outages that occurred at Calvert Cliffs from 1989
through 1991. We agreed not to bill our customers for
$118 million of electric replacement energy costs associated
with the outages, We wrote off a portion of the costs in
1990 and wrote off the remainder in 1996. We discuss this
further in Note 10 on page 63.

Gas Operations

Gas Rovenves
The changes in gas revenues in 1998 and 1997 compared to
the respective prior year were caused by:

1998 199°

i (In millsons)
Gas system sales volumes $(10.8) §(7.3)
Base rates 14.2 0.6
Weather normalization 10.1 -
Gas cost adjustments R By
Total change in gas revenues

from gas system sales (74.1) (6.9
Off-system sales 1.8 10,9
Other 0.1 0.3
Total change in gas revenues $(72.2) $43
Gas System Sales Volumies

The percentage changes in our gas system sales volumes,
by type of customer, in 1998 and 1997 compared to the
TESPECHive Prior year were:

1 1998 1997
Residential (11.6)% (8.3)%
Commercial 9.5) (0.2)

Indusinal (11.3) 4.4
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Gas Adyustment Clauses

We charge customers for the cost of gas sold through gas
adjustment clauses (determined by the Maryland PSC),
as discussed under “Gas Cost Adjustments” earlier in

this section.

In 1998, actua’ gas costs were higher than the revenues we
collected from our customers.

In 1997, actual gas costs were lower than the revenues we
collected from our customers.

Other Operating Expenses
Operations and Maintenance Expenses

In 1998, operations and maintenance expenses increased
$34.8 million compared to 1997 mostly because of:

* higher nuclear costs,

* higher employee benefit costs, and

* 4$6.0 million write-off of contributions to a third party
for a Jow-level radiation waste facility that was never
completed.

In 1997, operations and maintenance expenses were
slightly lower than they were in 1996.

Depreciation and Amortization Expenses
We describe depreciation and amortization expenses in
Note 1 on page 48

In 1998, depreciation and amortization expenses increased
$34.2 million compared to 1997 mostly because:

* in October, 1998, the Maryland PSC authorized us to
implement new electric depreciation rates retroactive to
January 1, 1998, which increased depreciation expense
by approximately $13.9 million,

* we had more utility plant in service (as our level of plant
in service changes, the amount of our depreciation and
amortization expense changes), and

* we reduced the amortization period far certain com-
puter software beginning in the first quarter of 1998
from five years to three years.

In 1997, depreciation and amortization expenses increased
$12.7 million compared to 1996 mostly because we had
more plant in service.

Other Income and Expenses

Write - O# of Merger Costs

In September 1995, we signed an agreement with Potomac
Electric Power Company to metge together into a new
company, Constellation Energy* Corporation, after all
necessary regulatory approvals were received. In December
1997, both companies murually terminated the merger

agreement. Accordingly, in 1997, we wrote off $57.9 million
of costs related to the merger. This write-off reduced after-tax
carnings by $37.5 million, or $.25 per share.

interest Charges
Interest charges represent the interest on our outstanding debt.

In 1998, interest charges increased $6.7 million compared
to 1997 mostly because we had more debt outstanding.
Interest charges would have been higher except interest rates
were lower than they were in 1997.

In 1997, interest charges increased $23.6 million compared
to 1996 mostly for two reasons: we had more debt
outstanding and interest rates were higher.

Income Tuxes

In 1998, income taxes increased $20.2 million compared to
1997 because we had higher taxable income from both our
utility operations and our diversified businesses.

In 1997, income taxes decreased $8.3 million compared to
1996 because we had lower taxable income from both our
utility operations and our diversified businesses.

Diversified Businesses

Our diversified businesses engage primarily in energy
services. Our energy services businesses include certain
subsidiaries of Constellation® Enterprises, Inc. and the
District Chilled Water General Partnership (ComfortLink®),
a general partnership in which BGE is a partner. They are:

* Constellation Power Source™ Inc.—our wholesale
power marketing and trading business,

* Constellation Power™ Inc. and Subsidiaries—our
power projects business,

* Constellation Energy Source)” Inc.—our energy
products and services business,

* BGE Home Products & Services!™ Inc. and
Subsidiaries—our home products, commercial building
systems, and residential and small commercial gas retail
marketing business, and

* ComfortLink—our cooling services business for
commercial customers in Baltimore,

Constellation Enterprises, Inc. also has two other
subsidiaries:
* Constellation Investments™ Inc.—our financial
investments business, and

* Constellation Real Estate Group,™ Inc.—our real estate
and senior-living facilities business.

We describe our diversified businesses in more detail
our most recent Annual Report on Form 10-K under
Item i. Business— Diversified Businesses.



Diversified Business Earnin Share o
Commgx Stock .00 f
Our 1998 diversified business carnings increased

$15.7 million, or §.10 per share, compared to 1997, Our
1997 diversified business carnings decreased $42.2 million,
or $.28 per share, compared to 1996.

We discuss factors affecting the earnings of our diversified
businesses below.

Energy Services

Power Merketing
and Trading

In 1998, earnings
from our power
marketing and
trading business

to 1997 mostly
because of increased
trading activities in
1998 which was
Constellation Power
Source’s first full
year of operations.
Constellation Power
Source uses the
mark-to-market
method of account-
ing for its trading
activities. We discuss
the mark-to-market
method of account-
ing and Constella-
tion Power Source's
trading activities in Note 1 on page 47.

As a result of the nature of its trading activities,
Constellation Power Source’s revenue and earnings will
fluctuate. We cannor predict these fluctuations, but the
effect on our revenues and earnings could be material. The
primary factors that cause these fluctuations are:

¢ the number and size of new transactions,

* the magnitude and volatility of changes in commodity
prices and interest rates, and

* the number and size of open commodity and derivative
positions Constellation Power Source holds or sells.

Constellation Power Source’'s management uses its best esti-
mates to determine the fair value of commodity and deriva-
tive positions it holds and sells. These estimates consider
various facrors including closing exchange and over-the-
counter price quotations, time value, volatiliry factors, and
credit exposure. However, it is possible that future market
prices could vary from those used in recording assets and
liabilities from trading activities, and such variations could

be material. In 1998, assets and liabilities from energy
trading activities increased because of greater trading
activity compared to 1997.

In March 1998, Constellation Power Source and Goldman,
Sachs Capital Partners 11 L.P, an affiliate of Goldman, Sachs
& Co., formed Orion Power Holdings, Inc. (Orion) to
acquire electric generating plants in the United States and
Canada. Constellation Power Source has a commitment 1o
fund its investment in Orion as discussed further in

Note 10 on page 61.

In 1998, earnings from
our power projects busi-
ness increased compared
to 1997 mostly because
Constellation Power
recorded 4 $10.4 million
after-tax gain for its
share of earnings in a
partnership. The part-

rership recognized a

ain on the sale of i

whaership interest in a

power sales contract.

In 1997, earnings
increased compared to
1996 mostly because of
improved performance
of various energy
projects. Also, 1996
earnings included
$14.6 million (after-
tax) for Constellation
Power’s percentage
share of earnings in a
partnership. The partnership recognized - in on the sale
of a puwer purchase nt. These increases were offset
by $16.2 million of atter-tax write-offs of investments in
certain power projects.

Wi describe our earnings in the partnerships and the write-
offs further in Note 3 on page 52.

Constellatio.: Power and subsidiaries and Constellation
Investment. have $310.6 million invested in 15 projects
that sell elec rricity in California under power purchase agree-
ments called “Interim Standard Offer No. 4" agreements. In
1998, earnings from these projects were $41.3 million, or
$.28 per share.

Under these agreements, the electricity rates change from
fixed rates to variable rates beginning in 1996 and continu-
ing through 2000. The projects which already have had rate
changes have lower revenues under variable rates than they
did under fixed rates. When the remaining projects transi-
tion to variable rates, we expect their revenues also to be
lower than they are under fixed rates.
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Our power projects business is pursuing alternatives for
some of these projects including:

* repowering the projects to reduce operating costs,

* changing fuels to reduce operating costs,

* renegotiating the power pu: “hase agreements to

improve the terms,

* restructuring financing to improve existing terms, and

* selling its ownership interests in the projects.
The California projects that make the highest revenues will
transition in 1999 and 2000. The projects which transition
in 1999 contributed $10.7 million, or $.07 per share to
1998 earnings, while those changing over in 2000 con-
tributed $24.0 million, or $.16 per share 1o 1998 carnings.
We expect earnings to ultimately decrease by similar
amounts beginning in 1999 as these projects transition.
We describe these projects in more detail in Note 10 on
page 63.
International Projects
At December 31, 1998, Constellation Power had invested
about $183.4 million in 15 power projects in Latin America
compared to $23.5 million invested in Latin America in
1997 Thas investment include:

* the purchase of a 1% interest in a Panamanian electric
distribution company for approximately $90 million in
1998 by an investment group in which subsidiaries of
Constellation Power hold an 80% interest, and

* approximately $98 million fur the purchase of existing
electric generation facilities and the construction of an
electric generation facility in Guatemala.

In the future, Constellation Power expects to expand its
power projects business further in both domestic and
international projects.

Other Energy Services

In 1998, earnings from our remaining energy services busi-
nesses increased compared to 1997 due to improved results
from our energy products and services business. Earnings
would have been higher except we recorded a $5.5 million
after-tax, or $.04 per share, write-off of our investment in,
and certain of our product inventory from, an automared
electric distribution equipment company. We recorded this
write-off because of that company's inability 1o raise capital
and sell its products.

In 1997, earnings from our remaining energy services busi-

nesses decreased compared to 1996 mostly because of lower
carnings from our energy products and services business.

Orber Diversified Businesses

In 1998, carnings from our other diversified businesses
decreased compared 1o 1997 mostly for two reasons: lower
carnings from our real estate and senior-living facilities and
financial investments businesses. Earnings from our real

estate and senior-living facilities business decreased compared
t0 1997 mostly due to:

* a$15 4 million after-tax write-down of its investment
in Church Street Station—an entertainment, dining,
and retail complex in* * lando, Florida,

* lower carnings from various real estate and senior-living
facilities projects, and

* a $4 million after-tax gain on the sale of two senior-
living facilities projects reflected in 1997 results.

In addition, in 1998, our real estate and senior-living facili-
ties business exchanged certain assets and liabilities in return
for a 41.9% equity interest in Corporate Office Properties
Trust (COPT), a real estate investment trust.

Earnings from our financial investments business decreased
compared to 1997 mostly because of:

* better marker performance for our investments in
1997, and

* a $6 million after-tax gain on the sale of stock held by a
financial limited partnership reflected in 1997 results.

In 1997, earnings from our other diversified businesses
increased compared to 1996 mostly because of increased
carnings in our financial investments business from
better earnings in trading securities and increased gains
from marketable securities. Earnings would have been
higher except we had a decrease in earnings from our real
estate and senior-living facilities business mostly due to:

* a$14.1 million after-tax write-down of the investment
in Church Street Station, and
* a$31.9 million after-tax write-down of the investment in

Piney Orchard-—a mixed-use. planned-unit development.

We discuss our real estate projects, the write-downs of
our real estate projects, the COPT transaction, and our
financial investments further in Note 3 on page 52.

We consider market demand, interest rates, the availability
of financing, and the strength of the economy in general
when making decisions about our real estate projects. If we
were to decide 1o sell our real estate projects, we could have
write-downs. In addition, if we were to sell our real estate
projects in the current market, we would have losses which
could be material, although the amount of the losses is hard
to predict. Depending on market conditions, we could also
have material losses on any future sales.

Management's current real estate strategy is to hold each real
estate project until we can realiz a reasonable value for it
except for Church Street Station which we intend to sell.
Management evaluates strategies for all its businesses,
including real estate, on an ongoing basis. We anticipate
that competing demands for our financial resources and
changes in the utility industry will cause us to evaluate
thoroughly all diversified business strategies on a regular
basis so we use capital and other resources in a manner that

is most beneficial.



Cash Flows
1998 1997 199¢
(In mllions)
Cash provided by (used in):
Operating Activities $8208 $726.0 $701.9
Investing Activities (625.0) (520.8) (567.0)
Financing Activities (184.7) (109.3) (91.6)

In 1998 and 1997, cash provided by operations increased
compared to the respective prior year mostly because of
changes in working capital requirements.

In 1998, net cash used in investing activities increased com-
pared t0 1997 mostly because of the additional investment
in international power projects. Cash used in investing
would have been higher except for a $33.8 million decrease
in utility construction expenditures.

In 1997, net cash used in investing activities decreased
mostly because of the $79.5 million cash inflow from the
sale of real estate properties and the increase in loans
collected from real estate projects compared to 1996. Cash
used in investing activities would have been lower except for
a $12.7 million increase in utility construction expenditures,
and $46.5 million increase for our investments in power
projects and financial limited partnerships.

Total utility construction expenditures, including the

In 1998, cash used in financing activities increased compared
to 1997 mostly because of the repayment of short-term
borrowings that matured, sinking fund requirements, and
early redemption of higher cost securities. Net cash used
would have been higher except we issued more long-term
debt and common stock in 1998 compared to 1997.

In 1997, cash used in financing activities increased from
1996 mostly because of the repayment of long-term debt
and short-term borrowings that matured, sinking fund
requirements, and early redemptions of higher cost securities.
Net cash used would have been higher except we issued more
long-term debt in 1997 compared to 1996.

Security Ratings

Independent credit-rating agencies rate our fixed-income
securities. The ratings indicate the agencies’ assessment of
our ability to pay interest, distributions, dividends, and
principal on these securities. These ratings affect how much
it will cost us to sell these securities. The better the rating,
the lower the cost of the securities to us when we sell them.
Owr securities ratings at the date of this report are shown in
the following table.

Standard  Moodys Duff & Phelps’

& Poors'’  lnvestors Credit
Rating Group  Service  Rating Co.

allowance ‘or funds used during construction, were Mortgage Bonds AA- Al AA-
$339.4 million in 1998 as compared o0 $373.2 million Unsecured Debt A A2 A+
in 1997 and $360.5 million in 1996. Trust Originated

Preferred Securities

& Preference Stock A “a2” A
Capiral Resources

Our business requires a great deal of capital. Our actual
capital requirements for the years 1996 through 1998,
along with estimated annual amounts for the years 1999
through 2001, are shown in the table on page 30. For the
year ended December 31, 1998, our ratio of earnings to
fixed charges was 2.94 and our ratio of earnings to com-
bined fixed charges and preferred and preference dividend
requirements was 2.60

Investment requirements for 1999 through 2001 include
estimates of funding for existing and anticipated projects.
We continuously review and modify those estimates. Actual
investment requirements may vary from the estimates
included in the table on page 30 because of a number of
factors including;:

* regulation, legislation, and competition,

* load growth,

* environmental protection standards,

* the type and number of projects selected for
development,

* the effect of market conditions on those projects,

* the cost and availability of capital, and

* the availability of cash from operations.

Our estimates are also subject to additional factors. Please
see “Forward Looking Statements” on page 35.
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1996 1997 1998 1999 2000 2001

(bn mallsoms)
Urility Business Capital Requirements:
Construction expenditures (excluding AFC)
Electric $219 § 238 $ 239 §$ 285 §$ 209 § 2%
Gas 84 89 55 74 70 69
Common 46 38 35 25 20 18
Total construction expenditures 349 365 329 384 359 377
AFC 10 8 10 11 13 19
Nuclear fuel (uranium purchases and processing charges) 47 e 50 50 50 48
Deferred conservation expenditures 31 27 16 1 - -
Retirement of long-term debt and
redemption of preference stock 184 243 222 341 253 195
Total utility business capital requirements 621 687 627 787 675 639
Diversified Business Capital Requirements:
Investment requirements 118 156 325 423 480 500
Retirement of long-term debt 52 188 132 200 273 363
Total diversified business capital requirements 170 344 557 623 753 863

Total capital requirements

$791 $1,031 $1,184 $1410 $1428  §1,502

Capitel Requirements of Our Utility Business

Our estimares of future electric construction expenditures do
not include costs to build more generating units. Electric
construction expenditures include improvements to generar-
ing plants and 1o our transmission and distribution facilities.
They also include estimated costs for replacing the steam gen-
erators and extending the operating licenses at Calvert Cliffs.
The operating licenses expire in 2014 for Unit 1 and in 2016
for Unit 2. We estimate these Calvert Cliffs costs to be:

* $34 million in 1999,
¢ $44 million in 2000, and
e $58 million in 2001.

We estimate that during the two-year period 2002 through
2003, we will spend an additional $151 million to complete
the replacement of the steam generators and extend the
operating licenses at Calvert Cli‘Fs. We discuss the license
extension process further in the “Calvert Cliffs License
Extension” section on page 33.

1f we do not replace the steam generators, we estimate that
Calvert Cliffs could not operate for the full term of its cur-
rent operating licenses. We expect the steam generator
replacements to occur during the 2002 refueling outage for
Unit 1 and during the 2003 refueling outage for Unit 2.

Additionally, our estimates of future electric construction
expenditures include the costs of complying with Environ-
mental Protection Agency (EPA) and State of Maryland
65% nitrogen oxide: emissions (NOx) reduction regula-
tions as follows:

* $29 million in 1999,

* $28 million in 2000,

* $33 million in 2001, and

* $14 million in 2002,

We discuss the NOx regulations further in Note 10
on page 61.

Our utility operations provided abour 108% in 1998,
105% in 1997, and 96% in 1996 of the cash needed to
meet our capital requirements, excluding cash needed to
retire debt and redeem preference stock.

We will continue to have cash requirements for:

* working capital needs including the payments
of interest, distributions, and dividends,

* capital expenditures, and

¢ the retirement of debt and redemption of
preference stock.

During the three years from 1999 through 2001, we expect
utility operations to provide about 115% of the cash needed
to meet our capital requirements, excluding cash needed o
retire debt and redeem preference stock.

When we cannot meet our utility capital requirements
internally, we sell debt and equity securities. We also sell
securities when market conditions permit us to refinance
existing debit or preference stock at a lower cost. The
amount of cash we need and market conditions determine
when and how much we sell.

Future funding for capital expenditures, the retirement of
debt, redemption of preference stock, and payments of
interest and dividends is expected to be provided by inter-
nally generated funds, commercial paper issuances, avail-
able capacity under credit facilities, and/or the issuance of
long-term debr, trust securities, or equity.



At December 31, 1998, we have the authority from the
Federal Energy Regulatory Commission to issue up to
$700 million of short-term borrowings. In addition, we
maintain $113 million in committed bank lines of credit
and we have $100 million in bank revolving credit

agreements to support the commercial paper program
as discussed in Note 6 on page 57.

Conital Reguirements of Our Diversified Businesses
Cert un of our diversified businesses expect to expand their
busi aesses which will require additional investments. These
invzstment requirements include funding for:

* growing our power marketing and trading business,
* the development and acquisition of power projects, as
well as loans to project entities,

* investments in financial limited partnerships, and

¢ funding for construction of cooling system projects.
The investment requirements exclude BGE's commitment
to contribute up to $115 million in equity to Constellation
Power Source, Inc. 1o fund its investment in Orion Power
Holdings, Inc.

Our diversified businesses have met their capital require-
ments in the past through borrowing, cash from their
operations, and from time to time equity contributions
from BGE. Our diversified businesses plan to raise th.

cash needed 1o meet capital requirements in the future
through these same methods. BGE Home Products &
Services may also meet capital requirements through sales
of receivables.

If we can get a reasonable value for our real estate
projects, additional cash may be obtained by selling

real estate projects. The ability to sell or liquidate assets
will depend on market conditions, and we cannot give
assurances that these sales or liquidations could be made.
We discuss the real estate business and market in the
“Other Diversified Businesses” section on page 28 and
in the Notes to Consolidated Financial Statements
beginning on page 45.

Our diversified businesses also have revolving credit
agreements totaling $270 million to provide additional
liquidity for short-term financial needs, including the
issuance of up to $135 million of lerters of credit.

In 1998, a subsidiary of Constellation Enterprises, Inc.
issued $157 million of two- and three-year notes to several
institutional investors in a private placement offering,

In 1997, our diversified businesses issued $289 million of
thtee- and four-year notes.

We discuss our short-term borrowings in Note 6 on page 57
and long-term debt in Note 7 on page 57.

Market Risk

We are exposed to marker risk, including changes in interest
rates, certain commodity prices, equity prices, and foreign
currency. To manage our market risk, we may enter into
various derivative instruments including swaps, forward
contracts, futures contracts, and options. Please refer to the
“Forward Looking Statements” section on page 35. We
discuss our market risk and the related use of derivative
instiuments in this section.

Interest Rate Risk

We are exposed to changes in interest rates as a result of
financing through our issuance of variable-rate debr, fixed-
rate debt, and preferred and preference securities. The
following table provides information about our obligations
that are sensitive to interest rate changes.

Principel Payments and Interest Rate Detuil by Contractual Maturity Date

Fair value at
1999 2000 2001 2002 2003 Thereafter Total Dec. 31, 1998
(In millsons)
Long-term debt
Variable-rate debt $306.5 $409 5750 8 09 8 66 §$ 2783 $ 7082 § 708.2
Average interest rate 5.59% 5.97% 592% 7.79% 6.89% 4.20% 5.11%
Fixed-rate debt $228.2 $485.1 $482.8 $154.6 $286.6 $1,329.7 $2967.0 $3,076.6
Average interest rate 7.85% 7.16% 7.08% 7.31% 6.51% 6.72% 6.95%
Preference Stock
Fixed-rate preference stock 7.0 $§ — $ § — $ — § - SR IGE SIS
Average interest rate 7.85% —% —% —% —% 7.85%
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Commmadity Price Risk

We are exposed to the impact of market fluctuations in the
price and transportation costs of natural gas, electricity,
and other trading commodities. Currently, our gas business
and energy services businesses use derivative instruments to
manage changes in their respective commodity prices.

Gas Business

Our gas business may enter into gas futures, options,

and swaps to hedge its price risk under our market based
rates incentive mechanism and our off-system gas sales
program. We discuss this further in Note 1 on page 46. At
December 31, 1998, our exposure to commodity price risk
for our gas business was not material.

Energy Services Businesses

With respect to our energy services businesses, Constell-
ation Power Source manages its commodity price risk
inherent in its energy trading activities on a portfolio basis,
subject to established trading and risk management policies.
Commaodity price risk arises from the potential for changes
in the value of energy commodities and related derivatives
due to: changes in commodity prices, volatility of com-
maodity prices, and fluctuations in interest rates. A number
of factors associated with the structure and operation of the
electricity market significandy influence the level and
volatility of prices for electricity and related derivative
products. These factors include:

* scasonal changes in the demand for electricity,

* hourly fluctuations in demand due to weather
conditions,

* available generation resources,

* transmission availability and reliability within and
between regions, and

* procedures used to maintain the integrity of the
physical electricity system during extreme conditions.

These factors can affect energy commodiry and derivative
prices in different ways and to different degrees. These
effects may vary chroughout the country and result from
regional differences in:

* weather conditions,

* market liquidiry,

¢ capabiliry and reliability of the physical electricity

system, and
* the nature and extent of electricity deregulation.

Constellation Power Source uses various methods, including
a value at risk model, to measure its exposure to market risk
from energy trading activities. Value ar risk is a statistical
model that atctempts to predict risk of loss based on historical
market price and volatility data. Constellation Power Source
calculates value ar risk using a variance/covariance technique
that models option positions using a linear approximation

of their value. Additionally, Constellation Power Source
estimates variances and correlation using historical market
movements over the most recent rolling three-month period.

The value at risk amount represents the potential loss in the
fair value of assets and liabilities from trading activities over
a one-day holding period with a 99.6% confidence level.
Using this confidence level, Constellation Power Source
would expect a one-day change in fair value greater than or
equal to the daily value at risk at least once per year. As of
December 31, 1998, Constellation Power Source’s value at
risk was $6.0 million.

Constellation Power Source's calculation includes all assets
and liabilities from trading activities, including energy
commodities and derivatives that do not require cash settle-
ments. We believe that this represents a more complete
calculation of our value at risk from energy trading activities.

Due to the relative immaturity of the competitive market
for electricity and related derivatives and the seasonality of
changes in market prices, the value at risk calculation may
not reflect the full extent of our commodiry price risk
exposure. Additionally, actual changes in the value of
options may differ from the value at risk calculated using a
linear approximation inherent in our calculation method.

We discuss Constellation Power Source’s trading business in
the “Power Marketing and Trading” section on page 27 and
in Note 1 on page 47,

The commodity price risk for our remaining energy services
businesses was not material.

Equity Price Risk

We are exposed 1o price fluctuations in equity markets
primarily through our financial investments business and
our nuclear decommissioning trust fund. We are required
by the Nuclear Regulatory Commission (NRC) to maintain
a trust to fund the costs of decommissioning Calvert Cliffs.
At December 31, 1998, equity price risk was not material.
We discuss our nuclear decommissioning trust fund in
more detail in Note 1 on page 49. We also describe our
financial investments in more detail in Note 3 on page 52.

Foreign Currency Risk

We are exposed to foreign currency risk primarily through
our power projects business, Our power projects business
has $183.4 million invested in 15 international power
generation and distribution projects as of December 31, 1998.
To manage our exposure to foreign currency risk, the
majority of our contracts are denominated in or indexed to
the U.S. dollar. At December 31, 1998, foreign currency
risk was not material. We discuss our international projects
in the “Power Projects” section on page 28.



Other Matters

Cabvert Clifts License Extension

In 1998, we filed an application for a 20-year license exten-
sion for Calvert Cliffs with the NRC 1o extend its license
beyond 2014 for Unic 1 and 2016 for Unit 2. License
renewal evaluations focus i age-related issues in long-lived
passive components (passive components include buildings,
the reactor vessel, piping, ventilation ducts, electric cables,
etc.). We must demonstrate that we can ensure that these
passive components will continue to perform their intended
functions through the renewal period. The NRC will also
consider the impact of the 20-year licezise extension on

the environment.

We began .- license extension process in 1998 because the
NRC may not role on our application until 2002 or 2003
1f the NRC denies o wr application, we must have adequate
time to begin replacemc nt power source planning, We
cannot predict the timing of, or impact, if any, of the NRC's
decision on our financial results. If our application is denied,
it could have a matenial effect on our financial results.

Envirenmental Matters

You will find details of our environmental matters in

Note 10 on page 61 and in our most recent Annual Report
on Form 10-K under Item 1. Business—Environmental
Matters. These details include financial information. Some
of the information s about environmental costs that may be
material to our financial results.

Year 2000 Readiness Disclesure

We have not experienced any significant year 2000 problems
to dare and we do not expect any significant problems to
ImMpair our operations as we transition to the new century.
However, due to the magnitude and complexity of the year
2000 issue, even the most conscientious efforts cannot
guarantee that every problem will be found and corrected
prior to January 1, 2000. We are focusing on critical
operating and business systems and expect to have
contingency plans in place to deal with any problems,

if they should occur. Please refer 1o “Forward Looking
Statements” on page 35.

Usality Business

We established a year 2000 Program Management Office
(PMO). Based on a work plan developed by the PMO, we
have targeted the following six key areas:

* digital systems (devices with embedded microprocessors
such as power instrumentation, controls, and meters),

* telecommunications systems,

* major suppliers,

* informarion technology applications (our customer,
business, and human resources information systems),

* computer hardware and software infrastructure, and

¢ contingency plans.

Of these areas, digital systems have the most impact
on our ability 1o provide eleceric and gas service.
Telecommunications, major suppliers, and certain
informarion technology applications also impact our
ability to provide electric and gas service.

Year 2000 Project Phases
Our year 2000 project is divided into two phases:

* Phase I-—initial assessment and detailed analysis, and
* Phase ll—testing, remediation, certification, and
contingency planning.

Phase | involves conducting an inventory of all systems and
identifying appropriate resources. We have identified the
following appropriate resources for each system or piece of
equipment:

* BGE employees familiar with each system or
piece of equipment,
¢ specialized contractors, and
* specific vendors.
Phase | also includes developing action plans to ensure that
the key areas identified above are year 2000 ready. The
action plans for each system or piece of equipment include:

* our budger,
¢ schedules for Phase | and 11, and

* our remediation approach—repair, upgrade, replace
or retire.

In evaluating our risks and estimating our costs, we utilized
employees with expertise in each line of business to perform
the activities under Phase 1. We believe our employees are the
most familiar with their systems or equipment and therefore
will provide a reliable estimate of our risks and costs.

Phase Il includes converting and testing all of our systems.
Each system will be tested by those employees used in
Phase | following formal guidelines developed by the
PMO. Each system or piece of equipment will then be
certified by a tester and the PMO, following testing
guidelines developed with the help of outside consultants.
We are currently evaluating whether we will have our

year 2000 testing independently certified. Phase 11 also
includes identifying our major suppliers and developing
contingency plans. We have identified our major suppliers
and are currently assessing their year 2000 readiness
through surveys. We plan 1o follow-up with our major
suppliers via interviews in early 1999,

Contingency Planning

Year 2000 operational contingency planning is underway.
Staffing and initial planning was completed in 1998,
Contingency plans are expected o be completed, including
company-wide training, by September 1999. We are
developing contingency plans using the contingency
guidelines issued by the Nuclear Energy Institute (which
are endorsed by the NRC), the contingency guidelines
issued by the North American Electric Reliability Council
(NERC), and guidance from consultants.
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We are also addressing the impact of electric power grid
problems that may occur outside of our own electric system.
planning through our various electric interconnection
affiliations. The PJM interconnection has drafted year 2000
operational preparedness plans and restoration scenarios and
will continue to develop these plans during the first half of
1999 in cooperation with NERC. The NERC has started
monthly assessments of the electric utility industry to
communicate the readiness of the national electric grid for
year 2000. The NERC has scheduled two industry-wide
tests for 1999.

Through the Electric Power Research Institute (EPRI), an
industry-wide effort has been established to deal with year
2000 problems affecting digital systems and equipment
used by the nation’s electric power companies. Under this
effort, participating utilities are working together to assess
specific vendors’ system problems and test plans. The
assessment will be shared by the industry as a whole to
facilitate year 2000 problem solving.

BGE has joined the American Gas Association (AGA)

in an initiative similar to the one with L.PRI to facilitate year
2000 problem solving among gas utilities. The AGA has
initiated quarterly assessments of the gas utility industry 1o
communicate the readiness of its members for the vear 2000.
Current Status

The most reasonably likely worst case scenario faced by our
utility business is any interruption in providing electric and
gas service to our customers. We cannot predict the impact
of any interruption on our results of operations, but the
impact could be material. The foliowing table shows our
estimate as of the date of this report of the percentage

completed for Phases | and 11 and our expected year 2000

readiness target dates for the six key areas:
Year 2000
readiness
Phase | Phase Il target date
(approximate % complete)
Digital systems 98%  50% June 1999
Telecommunications
systems 100%  90% March 1999
Major suppliers 95% 85% June 1999
Information technology
applications 100%  55% June 1999
Computer hardware
and software
infrastructure 100% 80%  March 1999
Contingency plans — 20% September 1999

The completion percentages listed above are reviewed by
our PMO in monthly status meetings with the personnel
responsible for each project and their supervision. Monthly
progress is also monitored by senior BGE management.

Costs

In the following table, we show the breakdown of our total
costs between normal system replacements that will be
capitalized (included in the Consolidated Balance Sheets)
and the costs that will be expensed (included in our
Consolidated Statements of Income) through operations
and maintenance (O&M) cost. We also show the breakdown,
of non-incremental (previously included in our information

technology budget) and incremental O&M cost:

Actual Esumated

Cost Costs Total

1996 1997 1998 1999 2000 Costs
(In malbons

Total Cost $0.1 $1.7 $189 §$195 $2.0 $42.2
Less: Capital
Cost — — 7.9 S7 - 138
O&M cost 0.1 17 116 138 38 2
Less: non-
incremental
O&Mcost 0.1 1.7 4.6 70 1.0 144
Incremental

O&Mcost §— §— §$70 5§68 $1.0 $148

The costs incurred in 1996 and 1997 were for Phase 1.
The costs incurred in 1998 were for Phases | and 1.
Costs incurred in 1999 and 2000 will be for Phases | and 11.

In 1998 and 1999, we had and expect to have the equivalent
of approximately 110 full-ume employees assigned to our
year 2000 project.

Overview

Our diversified businesses have established year 2000 task
forces 1o address their year 2000 issues and are completing
their initial assessments. As the initial assessments are
completed, the businesses have developed, and will be
developing, action plans o prepare their systems for the
year 2000. Outside consultants have been retained by several
of our diversified businesses 1o help complete the initial
assessment and detailed analysis phase, and 1o assist in the
testing, remediation, and certification phase of their year
2000 projects. The action plans developed are similar to those
used by our utility business, including a test certification
process. All systems are expected to be certified by December
1999. Our diversified businesses are evaluating whether they
will have their year 2000 testing independently certified.

In evaluating their risks and estimating their costs, our
diversified businesses utilized employees with expertise in
each line of business to perform initial assessments. We
believe our diversified businesses’ cmployees are the most
familiar with their systems or equipment and therefore will
provide a reliable estimate of our risks and costs.
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The progress of our diversified businesses’ year 2000
projects are reviewed by their year 2000 task forces in
monthly status meetings with the personnel responsible for
cach project and their supervision. Monthly progress is also
monitored by senior management for each business and
periodic updates are provided to BGE senior management.
Contingency Planning

plans, which are expected to be completed by December 1999,
Curvent Status

The most reasonably likely worst case scenarios faced by
our energy services businesses and our other diversified
businesses are discussed below. However, if any of these
scenarios actually occurred, the impact is not expected to
be material 1o our consolidated financial results.

The most reasonably likely worst case scenarios for any one
of our power projects would be:

* ashutdown of the plant’s systems (most of which can be
manually overnidden),

* inability of the purchasing utility to take the plant’s
power, or

* lack of fuel.

Personnel at each plant are currently assessing their
particular year 2000 issues and certain plants have started
the testing, remediation, and certification phase of their
year 2009 project.

For our power marketing and trading business and our
energy products and services business, the most reasonably
likely worst case scenario would be encountering any
Internet access problems with trading partners, transmission
service providers, independent operators, power exchanges,
and various electronic bulletin boards. Each of these

businesses have two internet service providers and are
contracting with a third provider for alternate routing to
critical Internet sites necessary to perform day-to-day
business functions. Both are currently assessing their
year 2000 issues.

For our home products and commercial building systems
business, the most reasonably likely worst case scenanos
would be any interruption in billing customers or renewing
maintenance contracts. This business has substantially
completed the assessment and detailed analysis phase and
has started the testing, remediation, and certification phase
of its year 2000 project.

Mher Divecsifid B
The most reasonably likely worst case scenarios tor our
financial investments business would be a breakdown in the
systems of the brokers or safekeeping banks which it uses to
trade, or the failure of its investment managers’ computer
programs that set investment strategy. This business is
currently surveying and monitoring the year 2000 readiness
of its banks, brokers, and investment managers.

.

-
For our real estate and senior-living facilities business, the E
most reasonably likely worst case scenario is a failure of the '
systems that support the health, safety, and welfare of residents -
in the senior-living facilities. Personnel at each facility are 4
involved in assessing their particular year 2000 issues. :
Costs '
We estimate our total year 2000 costs for our power 35
projects business to be approximately $4.2 million, of N
which $1.2 million is related to our year 2000 efforts for -
our Panamanian electric distribution company. The total 4

estimated year 2000 costs for our remaining diversified
businesses are approximately $2.8 million.

Accounting Standards issved and Adoptod
We discuss recently issued and adopted accounting
standards in Nore 1 on page 49.

Forward Looking Statements

We make statements in this report that are considered
forward looking statements within the meaning of the
Securities Exchange Act of 1934. Sometimes these state-
ments will contain words such as “believes,” “expects,”
“intends,” “plans,” and other similar words. These state-
ments are not guarantees of our future performance and are
subject to risks, vncertainties, and other important factors
that could cause our uctual performance or achievements to
be materially different from those we project. These risks,
uncertainties, and factors include, but are not limited to:

* general economic, business, and regulatory conditions,

* energy supply and demand,

* competition,

* federal and state regulations,

* availability, terms, and use of capital,

* nuclear and environmental issues,

* weather,

* industry restructuning and cost recovery (including the
potential effect of stranded investments),

* commodiry price risk, and

* year 2000 readiness.

Given these uncertainties, you should not place undue
reliance on these forward looking statements. Please see the
other sections of this report and our other periodic reports
filed with the SEC for more informarion on these factors.
These forward looking statements represent our estimates
and assumptions only as of the date of this report.



Report of Management

The management of the Company is 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 available facts and circumstances and management’s best
estimates and judgments of known condirions.

The Company maintains an accounting system and related
system of internal controls designed to provide reasonable
assurance that the financial records are accurate and that the
Company's assets are protected. The Company's staft of internal
auditors, which reports directly to the Chairman of the Board,
conducts periodic reviews to maintain the effectiveness of
internal control procedures. PricewaterhouseCoopers LLI.
independent accountants, audit the financial statements and
express their opinion on them. They perform their audit in
accordance with generally accepted auditing standards.

(44,

SETERMINED TO Winm

To the Shareholders of
Baltimore Gas and Electric Company

We have audited the accompanying consolidated balance sheets
and statements of capitalization of Baltimore Gas and Electric
Company and Subsidiaries as of December 31, 1998 and 1997,
and the related consalidated statements of income, comprehensive
income, cash flows, common shareholders’ equity, and income
taxes for each of the three years in the period ended December 31,
1998. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

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

: Report of Independent Accountants

The Audit Committee of the Board of Directors, which consists
of five outside Directors, meets periodically with management,
internal auditors, and Pri-ewaterhouseCoopers LLP to review
the activities of each in discharging their responsibilities. The
internal audit staff and PricewaterhouseCoopers LLP have free
access 1o the Audit Committee.

David A. Brune
Chief Financial Officer

Christian H. Poindexter
Chairman, President
and Chief Executive Officer

significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above presen
fairly, in all material respects, the consolidated financial position
of Baltimore Gas and Electric Company and Subsidiaries as of
December 31, 1998 and 1997, and the consolidated results of
their operations and their cash flows for each of the three years
in the period ended December 31, 1998 in conformity with
generally accepted accounting principles.

1
foiritbhovsskapes EZF

PricewaterhouseCoopers LLP
Baltimore, Maryland
January 15, 1999
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COﬂSOlida[Cd Balancc ShCCtS Baltimore Gas ond Electric Company and Subsidiories

At December 31, 1998 1997
(In millions)
Assets
Current Assets
Cash and cash equivalents $ 1737 $ 1626
Accounts receivable (net of allowance for uncollectibles
of $20.3 and $24.1 respectively) 401.8 4198
Trading securities 119.7 i19.7
Fuel stocks 85.4 B7.6
Materials and supplies 145.1 164.2
Prepaid taxes other than income taxes 68.8 65.2
Assets from energy trading activities 160.2 9.4
Other 21.4 27 4
Total current assets 1,176.1 1,055.9
Imvestments and Other Assets
Real estate projects and investments 353.9 446.8
Power projects 656.8 451.7
Financial investments 198.0 196.5
Nudlear decommissioning trust fund 181.4 145.3
Net pension asset 108.0 113.0
Safe Harbor Water Power Corporation 34.4 344
Senior-living facilities 93.5 62.2
Orther 115.4 98.7
Total investments and other assets 1,741.4 1,548.6
Utility Plant
Plant in service
Electric 6,890.3 6,725.6
Gas 921.3 846.9
Common 552.8 554.1
Toral plant in service 8,364.4 8,126.6
Accumulated depreciation (3,087.5) (2,843.4)
Net plant in service 5,276.9 5,283.2
Construction work in progress 223.0 215.2
Nuclear fuel (net of amortization) 1325 1279
Plant held for future use 24.3 25.2
Net utility plant 5,656.7 5,651.5
Deferred Charges
Regulatory assets (net) 565.7 597.3
Other 55.1 46.7
Total deferred charges 620.8 644.0
Total Assets $9,195.0 $8,900.0

See Notes to Consolidated Financial Statements.
Certasn prior-year amounts have been reclassified to conform with the curvent year's presentation.



CORSOlidath BalanCC ShCCtS Baltimore Gol ond Electric Company and Subsidiaries

(Inmillions)

At December 31, S NS SR 1997 |
\
Liabilities and Capitalization

Current Liabilitios
Short-term borrowings $ - $ 316.1
Current portions of long-term debt and preference stock 541.7 271.9
Accounts payable 249.6 203.0
Customer deposits 355 30.1
Accrued teves 6.5 5.5
Accrued inter =5t 58.6 58.4
Dividends declared 66.1 66.3
Accrued vacation costs 347 36.2
Liabilities from energy trading activities 126.2 8.6
Other e i 45.3 44.3
Total current liabilities f L1642 1,0404
:
Deferred Credits ard Other Liabilities H
Deferred income taxes 1,309.1 1,294.9 '
Postretirement and postemployment benefits 217.0 185.5 .
Deferred investment tax credits 118.0 126.6 <
Decommissioning of federal uranium enrichment facilivies 30.8 349 e
Other N 563 984 "
Total deferred crediis and other liabilities 1,731.2 1,700.3 39
-
:
Capitalization
Long-term debt 3,128.1 2,988.9
Redeemable preference stock — 90.0
Preference stock not subject to mandatory redemption 190.0 210.0
Common shareholders equity 2,981.5 28704
Total capitalization 6,299.6 6,159.3
Commitmerts, Guarantees, and Lontingencies—See Note 10
Total Liabilities and Capitalization $9,195.0 $8,900.0

See Notes to Consolidated Financial Statements.
Certain priov-year amounts have been reclassified to conform with the current year s presensation.
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Consolidated Statements of Cash FIOWS  senmore cos on flecric Compony and Subsigiores

Year Ended December 31, SR A U YRS LN I LT TSI . SRR . ST . .
(In millions)
Cash Flows From Operuting Activities
Net income $ 3277 § 2828 $ 3108
Adjustments to reconcile to net cash provided by operating actvities
Depreciation and amortization 429.4 396.8 383.1
Deferred income taxes 17.5 74 26.0
Investment tax credit adjustments (8.8) (7.5) (7.6)
Deferred fuel costs (8.3) 18.3 0.5
Deferred conservation revenues - — 285
Disallowed replacement energy costs - — 95.4
Accrued pension and postemployment benefits 41.6 (18.0) (13.8)
Write-off of merger costs - 57.9 —
Write-downs of real estate investments 23.7 70.8 —
Allowance for equity funds used during construction (6.3) (5.3) (6.5)
Equity in earnings of affiliates and joint ventures (net) (54.5) (42.5) (48.3)
Changes in assets from energy trading activities (150.8) 9.4) -
Changes in liabilities from energy rrading activities 117.6 8.6 -
Charnges in other current assets 39.2 (54.7) (88.0)
Changes in other current liabilities 56.1 42,6 (4.9)
Other was (3.3) (21.8) 26.7
Net cash provided by operating acuvities F 820.8 7260 701.9
Cash Flows From Investing Activities
Utility construction expenditures (including AFC) (339.4) (373.2) (360.5)
Allowance for equity funds used during construction 6.3 5.3 6.5
Nuclear fuel expenditures (50.5) (43.6) (46.8)
Deferred conservation expenditures (16.2) (27.1) (31.4)
Contributions to nuclear decommissioning trust fund (17.6) (17.6) (25.5)
Merger costs -— (20.9) (28.5)
Purchases of marketable equity securities (33.3) (23.0) (32.7)
Sales of marketable equity secu-ities 328 46.5 39.7
Orher financial investments 14.6 (0.4) 7.1
Real estate projects and investments 21.5 24.2 (55.3)
Power projects (166.2) (44.3) (5.3)
_ Orher e (77.0) (46.7) (34.3)
Net cash used in investing activities . (625.0) (520.8) (567.0)
Cash Flows From Financing Activities
Proceeds from issuance of
Short-term borrowings 1,962.2 2,719.0 3,970.8
Long-term debt 831.3 622.0 383.2
Common stock 51.8 — 3.7
Repayment of short-term borrowings (2,278.3) (2,736.1) (3.916.9)
Reacquisition of long-term debt (355.2) (343.3) (158.5)
Redemption of preference stock (127.9) (104.5) (112.6)
Common stock dividends paid (246.0) (239.2) (233.1)
Preferred and preference stock dividends paid (21.0) (29.7) (37.0)
Ov.er (1.6) 2.5 8.8
Net cash used in financing activities A =% (184.7) (109.3) (91.6)
Net incroase in Cash and Cash Equivalents 1.1 95.9 433
Cach and Cask Equivalents ot Boginning of Yoar 162.6 66.7 23.4
Cash end Cash Equivalents of End of Year $ 1737 $ 162.6 § 667
Oher Cash Flow Infermation
Cash paid during the year for:
Interest (net of amounts capitalized) $ 2367 $ 2242 $ 1936
Income taxes $ 1643 $ 1712 $ 160.1
Kencosh lnvesting and Financing Actic ties

In 1998, Corporate Office Properties Trust (COPT) assumed approximately $62 million of Constellation Real Estate Groups (CREG)
debt and issued to CREG 7.0 million common shares and 985,000 convertible preferred shares. In exchange, COPT received 14
operating properties and two properties under development from CREG.

See Notes 1o Consolidated Financial Statements.
Certasn prior-year am:>nts have been reclassified to conform with the current year; presentation.




Consolidated Staterents of Common Shareholders’ Equity

Balimore Ges and Eiectric Company ond Subsidiaries

Accumulated
Other

Cemmon Stock Retained Comprehensive  Total
Years Ended December 31, 1998, 1997, and 1996 Shares Amount Earnings Income Amount
(Dollar amounts in millions, number of shares in thousands)

Balance ot Decomber 21, 1995 147,527 $1,4258 $1,381.4 $4.0 $2.811.2
Net income 310.8 310.8
Dividends declared

Preferred and prefe. ence stock (38.5) (38.5)

Common stock ($1.59 per share) (234.6) (234.6)
Common stock issued 140 3.7 3.7
Other 0.4 0.4
Net unrealized gain on securities 2.6 26
Deferred taxes on net unrealized gain on sccurities (0.9) 0.9)
Belance of Decombor 31, 1996 147,667 1,429.9 1,419.1 5.7 2.854.7
Net income 282.8 282.8
Dividends declared

Preference stock (28.7) (28.7)

Common stock ($1.63 per share) (240.7) (240.7)
Orther 3.1 3.1
Net unrealized loss on securities (1.2) {(1.2)
Deferred taxes on net unrealized loss on securities 0.4 04
Balance ot Decomber 31, 1997 147,667 1,433.0 1,432.5 4.9 2.870.4
Net income 327.7 327.7
Dividends declared

Preference stock (21.8) (21.8)

Common stock ($1.67 per share) (248.1) (248.1)

Common stock issued 1,579 51.8 51.8
Other 0.3 0.3
Net unrealized gain on securities 1.8 1.8
Deferred taxes on net unrealized gain on securities (0.6) 0.6)
Balance @t Decomber 31, 1998 149,2 $1,485.1 $1,490.3 $6.1 $2,981.5

See Notes to Consolidated Financial Statements.

Certain prier-year amounts have been reclassified to conform with the current year s presensation.
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CO“SOlidath StatcmCﬂfS Of CapitalizatiOﬂ Boltimore Gos ond Electric Company and Subsidiaries

At December 31, E 1998 1997
(In millions)
Long-Term Debt
First Refunding Mortgage Bonds of BGE
Floating rate series, due April 15, 1999 $ 125.0 $ 1250
8.40% Series, due October 15, 1999 91.1 91.1
514% Series, due July 15, 2000 125.0 125.0
8%% Series, due August 15, 2001 122.3 122.3
7% Series, due July 1, 2002 124.5 124.5
5'h% Installment Series, due July 15, 200° 9.1 9.8
6% Series, due February 15, 2003 124.8 1248
6'4% Series, due July 1, 2003 124.9 124.9
5% Series, due April 15, 2004 125.0 125.0
Remarketed floating rate series, due September 1, 2006 125.0 125.0
7'h% Series, due January 15, 2007 123.5 123.5
6% Series, due March 15, 2008 124.9 124.9
7'%% Series, due March 1, 2023 125.0 125.0
7% Series, due April 15, 2023 84.1 100.0
Toal First Refunding Mortgage Bonds of BGE 1,554.2 1,570.8
Other long-term debt of BGE
Medium-term notes, Series B 60.0 100.0
Medium-term notes, Series C 116.0 143.0
Medium-term notes, Series D 215.0 225.0
Medium-term notes, Series E 200.0 183.5
Medium-term notes, Series G 140.0 -
Pollution control loan, due July 1, 2011 36.0 36.0
Port facilities Joan, due June 1, 2013 48.0 48.0
Adjustable rate pollution control loan, due July 1, 2014 20.0 20.0
5.55% Pollution control revenue refunding loan, due July 15, 2014 47.0 47.0
Economic development loan, due December 1, 2018 35.0 35.0
6.00% Pollution control revenue refunding loan, due April 1, 2024 75.0 75.0
Variable rate pollution control loan, due June 1, 2027 8.8 8.8
Total other long-term debt of BGE 1,000.8 921.3
Company obligated mandatorily redeemable trust
preferred securities of subsidiary trust holding
solely 7.16% deferrable interest subordinated
debentures of the Company due June 30, 2038 250.0 —
Long-term debr of diversified businesses
Loans under revolving credit agreements 74.0 220
Mortgage and construction loans
8.69% mortgage note, due January 28, 1998 — 284
7.90% mortgage note, due September 12, 2000 8.3 8.6
8.00% mortgage note, due July 3i, 2001 0.1 0.1
8.00% mortgage note, due October 30, 2003 1.8 1.6
7.50% mortgage note, due October 9, 2005 — 9.7
Variable rate mortgage notes and construction loans, due through 2004 149.5 93.5
7.357% mortgage note, due March 15, 2009 5.1 5.5
9.65% mortgage note, due February 1, 2028 9.6 9.7
8.00% mortgage note, due November 1, 2033 5.8 1.2
Unsecured notes 616.0 579.1
Total long-term debr of diversified businesses 870.2 759.4
Unamortized discount and premium (12.4) (13.7)
Current portion of long-term debt (534.7) (248.9)
Total long-term debt $3,128.1 $2,988.9
See Notes to Consolidated Financial Statements. continued on page 43

Certain prior-year amounts have been reclassified to conform with the curvent year's presentation.



COHSOlida[Cd Statcmen [S Of Capi[alilatiOD Boltimore Gas and Electric Company ond Subsidiories

At December 31,

1998 1997

Proterence Stock
Cumulative, $100 par value, 6,500,000 shares authorized
Redeemable preference stock
7.50%, 1986 Series, 335,000 shares redeemed at $102.50 per share on July 17, 1998;

(In millions)

30,000 shares redeemed at par on October 1, 1998 $ - $ 365
6.75%, 1987 Series, 30,000 shares redeemed at par on April 1, 1998; 395,000
shares redeemed at $102.25 on July 17, 1998 - 425
8.625%, 1990 Series, 130,000 shares redeemed at par on July 1, 1998 - 13.0
7.85%, 1991 Series, 70,000 shares outstanding and 140,000 shares
redeemed at par on July 1, 1998 7.0 21.0
Current portion of redeemable preference stock (7.0) (23.0)
Total redeemable preference stock — 90.0
Preference stock not subject to mandatory redemption
7.78%, 1973 Series, 200,000 shares redeemed at $101 per share on July 17, 1998 - 20.0
7.125%, 1993 Series, 400,000 shares outstanding, not callable prior to July 1, 2003 40.0 40.0
6.97%, 1993 Series, 500,000 shares outstanding, not callable prior to October 1, 2003 50.0 50.0
6.70%, 1993 Series, 400,000 shares outstanding, not callable prior to January 1, 2004 40.0 40.0
6.99%, 1995 Series, 600,000 shares outstanding, not callable prior to October 1, 2005 60.0 60.0
Total preference stock not subject to mandatory redemption 190.0 210.0
Common Shureholders’ Equity
Common stock without par value, 175,000,000 shares authorized; 149,245,641 and
147,667,114 shares issued and outstanding at December 31, 1998 and
1997, respectively. (At December 31, 1998, 166,893 shares were reserved
for the Employee Savings Plan and 2,372,531 shares were reserved for the
Shareholder Investment Pian.) 1,485.1 1,433.0
Retained earnings 1,490.3 1,432.5
Accumulated other comprehensive income 6.1 49
Total common shareholders’ equity 2,981.5 2,870.4
Totel Caphialiretion $6,299.6 $6,159.3

See Notes to Consolidated Financial Statements.

Certain prior-year amounts have been reclassified to conform with the current year s presentation.
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Consolidated Statements of Income Taxes

Baltimore Gas and Electric Company und Subsidiories

Year Ended December 31, S e A SR T i ek 1998 P SRR
(Dollar amounts in mullions)
Income Taxes
_Current AR W R OIS i Nttn, - DS - | SN . !
Deferred
Change in tax effect of temy:rary differences 14.2 (1.0) 220
Change in income taxes recoverable through future rates 39 8.0 4.9
Deferred taxes credited (charged) 1o shareholders’ equity L R | SRR
Deferred taxes charged to expense 17.5 7.4 26.0
Investment tax credit adjustments & & RN | P, | TP, .
Income taxes per Consolidated Statements of Income $178.2 $158.0 $1€6.3
Reconciliation of Income Taxes Computed at Stetutory
Federul Rate to Total Income Taxes
Income before income taxes $505.9 $440.8 $477.1
___ Stawtory federal income tax rate Ee e N e s e A s
Income taxes computed at statutory federal rate 177.1 154.3 167.0
Increases (decreases) in income taxes due to
Depreciation differences not normalized on regulated activities 13.6 139 12,6
Allowance for equity funds used during construction (2.2) (1.9) (2.3)
Amortization of deferred investment tax credits (8.8) (7.5) (7.7)
Tax credits flowed through to income (0.3) (0.5) (0.5)
Amortization of deferred tax rate differential on regulated activities (2.3) (2.3) (1.9)
State income taxes 9.8 6.2 4.1
_____ _ Orher Ak 1 (8.7) N | ™ (5.0)
Total income taxes $178.2 $158.0 $166.3
Effective federal income tax rate 35.2% 35.8% 34.9%
At December 31, A A R e 1998 1997
(In millions)
Deferred Income Taxes
Deferred tax liabilities
Accelerated depreciation $1,009.9 § 9535 ‘
Allowance for funds used during construction 204.5 206.7
Income taxes recoverable through future rates 88 4 89.8
Deferred termination and postemployment costs 323 41.1 |
Deferred fuel costs 4.5 15 |
Leveraged leases 226 25.2 |
Percentage repair ailowance 36.8 38.7
Conscrvation expenditures 18.9 245
Energy trading activities 44.0 24
Other gL i B e i R D | RS | | g
~__Total deferred tax liabilities e ol Nl A, ., . VRIS * ¥
Deferred tax assets
Accrued pension and postemployment benefit costs 54.3 37.6
Deferred investment tax credits 41.3 44.3
Capitalized interest and overhead 46.6 44.5
Contributions in aid of construction 45.6 39.7
Nuclear decommissioning liability 22.8 208
Energy trading activities 309 1.4
Other et 93.9 87.9
e _3354 276.2
Deferred tax liability, net $1,309.1 $1,294.9

Sec Notes to Consolidated Financial Statements.

Certain prior-year amounts have been reclassified r~ conform with the curvent year's presentation.
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Evaivation of Assets for impairment

SFAS No. 121, Accounting for the Impairment of Long-Lived
Assers and for Long-Lived Asse.s to Be Disposed Of applies
particular requirements to some of our assets that have long
lives. (Some examples are utility property and equipment
and real estate.) We determine if those assets are impaired
by comparing theis undiscounted expected future cash
flows to their carrying amount in our accounting records.
We recognize an impairment loss if the undiscounted
expected future cash flows are less than the carrying amount
of the asset.

Financia! Investiments and Trading Securities
In Note 3 on page 52, we summarize the financial invest-
ments that are in our Consolidated Balance Sheets.

SFAS No. 115, Accounting for Cersain Investments in Debt
and Equity Securities, applies particular requirements to
some of our investments in deb: and equiry securities. We
report those investments at fair value, and we use specific
identification to determine their cost for computing
realized gains or losses, We classify these it sestments as
either trading securities or available-fe . -sa. securities,
which we describe separately below. We report investments
that are not covered by SFAS No. 115 at their cost.
Trading Securities

Owur diversified businesses classify some of their investments
in marketable equity securities and financial limited
partnerships as trading securities. We include any
unrealized gains or losses on these securities in

“Diversified business revenues” in our Consolidated
Statements of Income.

Available-for-Sale Securities

We classify our investments in the nuclear decommissioning
trust fund as available-for-sale securities. We include any
unrealized gains or losses on the trust assets as a change in
the decommuissioning reserve. We describe the nuclear
decommissioning trust and the reserve under the heading

“Decommissioning Costs” later in this note.

I~ addition, our diversified businesses classify some of their
investments in marketable equity securities as available-for-
sale securities. We include any unrealized gains or losses on
these securities in “Accumulated other comprehensive
income” ir: our Consolidated Statements of Common
Sharcholders’ Equity on page 41 and in the Consolidated
Staternents of Capitalization on page 43. We also include
our diversified businesses’ portion of unrealized gains or
losses on securities of equity-method (described earlier in
this note) investees in our Consolidated Statements of
Commaon Sharcholders’ Equity.

Utility plant is the term we use to describe cur urility
business property and equipment that is in use, being held
for future use, or under construction. We summarize utility
plant in our Consolidated Balance Sheets. We report our
utility plant at its original cost, which includes:

matenal and labor,

CONLractor costs,

construction overhead costs (where applicable), and
an allowance for funds used during construction
{described later in this note).

We charge retired or otherwise-disposed-of utility plant to
accumulated depreciation.

We own an undivided interest in the Keystone and
Conemaugh electric generating plants in Western
Pennsylvania, as well as in the transmission line that
transports the plants’ output to the joint owners’ service
territories. Our ownership interests in these plants are
20.99% in Keystone and 10.56% in Conemaugh. These
ownership interests represented a net investment of

$152 million at December 31, 1998 and 1997. We report
these properties in the same accounts we use for our other

utility plant (described abov=).

Generally, we compute depreciation by applying composite,

straight-line rates (approved by the Maryland PSC) to the
average investment in classes of depreciable property. We
depreciate vehicles based on their estimated useful lives.
Amortization Expense

Amoertization is an accounting process of reducing an
amount in our Consolidated Balance Sheets evenly over a
period of time. When we reduce amounts in our
Consolidated Balance Sheets, we increase amortization
expense in our Consolidated Statements of Income. An
amount is considered fully amortized when it has been
reduced to zero.

Decommissioning Costs

We must accumulate a reserve for the costs that we expect to
incur in thie future to decommission the radioactive portion
of Calvert Cliffs. We do this based on a sinking fund
methodology. The Maryland PSC authorized us to record
decommissioning expense based on a facility-specific cost
estimate so we can accumulate a decommissioning reserve of
$521.0 million in 1993 dollars by the end of Calvert Cliffs
service life in 2016, adjusted to reflect expected inflation. We
have reported the decommissioning reserve in “Accumulated
depreciation” in our Consolidated Balance Sheets. The total
reserve was $244.0 million at December 31, 1998 and
$201.6 million at December 31, 1997.
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Holders of the Remarketed Floating Rate Series Due
September 1, 2006 have the oprion to require BGE to
repurchase their bonds at face value on September 1 of each
year. BGE is required to repurchase and retire at par any
bonds that are not remarketed or purchased by the
remarkering agent. BGE also has the option to redeem

all or some of these bonds at face value each September 1.

BGE's Other Long-Term Debt

We show the weighted-average interest rates and maturity
dates for BGE's fixed-rate medium-term notes outstanding
at December 31, 1998 in the following table:

Weighted-Average
Series Interest Rate Maturity Dates
B 8.10% 2000-2006
i 7.34 1999-2003
D 6.66 2001-2006
E 6.66 2006-2012
G 6.08 2008

Some of the medium-term notes include a “put option.”
These put options allow the holders to sell their notes back
to BGE on the put option dates at a price equal to 100% of
the principal amount. The following is a summary of
medium-term notes with put options:

Series E Notes Principal Put Option Dates
(in mallsons)

6.75%, due 2012 $60.0 June 2002 and 2007

6.75%, due 2012 25.0 June 2004 and 2007

6.73%, due 2012 25.0 June 2004 and 2007

BGE has $100 million of revolving credit agreements

with several banks that are available through 2000 to
2001. At December 31, 1998, BGE had no outstanding
borrowings under these agreements. These banks charge

us commitment fees based on the daily average of the
unborrowed amount, and we pay market interest rates on
any borrowings. These agreements also support BGE's
commercial paper notes, as described in Note 6 on page 57.

Company Obligated Mandatorily Red. -mable Trust
Preferred Securities

On June 15, 1998, BGE Capital Trust I (Trust), a Delaware
business trust established by BGE, issued 10,000,000 Trust
Originated Preferred Securities (TOPrS) for $250 miltion
($25 liquidation amount per preferred security) with a
distribution rate of 7.16%.

The Trust used the ner proceeds from the issuance of
common securities and the preferred securities to purchase
a series of 7.16% Deferrable Interest Subordinated
Debentures due June 30, 2038 (Debentures) from BGE in
the aggregate principal amount of $257.7 million with the
same terms as the TOPrS. The Trust must redeem the
TOPrS at $25 per preferred security plus accrued but
unpaid distributions when the Debentures are paid at
maturity or upon any earlier redemption. BGE has the
option to redeem the Debentures at any time on or after
June 15, 2003 or at any time when certain tax or other
events oocur.

The interest paid on the Debentures, which the Trust will
use to make distributions on the TOPrS, is included in
“Interest Expense” in the Consolidated Statements of
Income and is deductible for income tax. purposes.

BGE fully and unconditionally guarantees the TOPrS based
on its various obligations relating to the trust agreement,
indentures, Debentures, and the preferred security

guarantee agreement.

The Debentures are the only assets of the Trust. The Trust is
wholly owned by BGE because we own all the common
securities of the Trust that have general voting power.

For the payment of dividends and in the event of liquidation
of BGE, the Debentures are ranked prior to preference stock
and common stock.

Diversified Businesses’ Long-Term Debt

Revolving Credit Agreements

A subsidiary of Constellation Enterprises, Inc. has a

$75 million unsecured revolving credit agreement that

matures December 9, 1999, to provide liquidity for general

corporate purposes. Our diversified businesses pay a com-

mitment fee based on the daily average of the unborrowed

portion of the commitment. At December 31, 1998, our |
diversified businesses had $45.0 million outstanding under |
this agreement. |

Constellation Energy Source has a $10 million .evolving
credit agreement that matures February 1, 2000. At
December 31, 1998, Constellarion Energy Source

had no ourstanding borrowings under this agreement.
Constellation Energy Source pays a facility fee based on

the total amount of the commitmen..

ComfortLink has a $50 million unsecured revolving credit
agreement that matures September 26, 2001. Under the
terms of the agreement, ComfortLink has the option to
obtain loans at various rates for terms up to nine months.
ComfortLink pays a facility fee on the total amount of the
commitment. At December 31, 1998, ComfortLink had
$29 million outstanding under this agreement.

Morgage and Construction Loans

Our diversified businesses’ mortgage and construction
loans have varying terms. The following mortgage notes
require monthly principal and interest payments:

* 7.90%, due in 2000 * 7.357%, due in 2009
* 8.00%, due in 2001 * 9.65%, due in 2028

The 8.00% mortgage note due in 2003 requires interest
payments until maturity. The variable rate mortgage notes
and construction loans require periodic payment of principal
and interest. The 8.00% mortgage note due in 2033, requires
interest payments initially then monthly principal and
interest payments.



Unsecured Notes
The unsecured notes mature on the following schedule:

Amount

(In mullions)

7.30%, due April 22, 1999 $ 90.0
8.73%, due October 15, 1999 15.0
7.125%, due March 13, 2000 15.0
7.55%, due April 22, 2000 35.0
7.50%, due May 5, 2000 139.0
7.43%, due September 9, 2000 30.0
5.43%, due Octeber 15, 2000 5.0
7.66%, due May 5, 2001 135.0
5.67%, due May 5, 2001 152.0
Total unsecured notes at December 31, 1998 $616.

At December 31, 1998, BGE had long-term loans totaling
$255.0 million that marure after 2002 (including $110 million
of medium-term notes discussed in this note under “BGE's
Oxher Long-Term Debt”) that lenders could potentially
require us to repay early. Of this amounc, $145.0 million could
potentially be repaid in 1999, $60.0 million in 2002, and
$50.0 million thereafter We have the ability and intent to
refinance such debt by issuing medium-term notes or by
borrowing under our revelving credit agreements, if necessary.

Weighted-Average interest Rates for
Variable Rate Debt

Our weighted-average interest rates for variable rate debt
were:

Year Fnded December 31 1998 1997
Maturities of Long-Term Debt BGE
All of our long-term borrowings mature on the following Floating rate series mortgage bonds 590% 6.11%
rzhedule (includes sinking fund requirements): Remarketed floating rate
e series mortgage bonds 5.70 5.75
e BGE g::::ﬁ Medium-term notes, Series D 574 5.78
i (e meilliost) Pollution control loan 3.48 3.63
1999 $ 3345 $200.2 Port facilities loan 3.61 N
2000 252.6 273.4 Adjustable rate pollution control loan 375 3.9
2001 195.2 362.6 Economic development loan 359 369
2002 154.0 1.5 Variable rate pollution control loan 3.45 373
2003 284.3 89 Drwversified Businesses
Thereafter 1,584.4 23.6 Loans under credit agreement 6.02 6.04
Total long-term debr at Mortgage and construction loans 8.17 8.10
December 31, 1998 $2.805.0 $870.2
Pote
Redeemable Preference Stock
Priority

For the payment of dividends and in the event of liquida-
tion of BGE, preference stock is ranked prior to common
stock. All preference stock are ranked equally.

Redemptions in 1998 and 1999
During 1998, BGE redeemed all remaining shares of the

following:
* the 7.50%, 1986 series,

¢ the 6.75%, 1987 series, and
¢ the 8.625%, 1990 series.

The redemptions were a combination of mandatory and
optional sinking fund redemptions and early redemptions.

The remaining 70,000 shares of the 7.85%, 1991 series
will be redeemed on July 1, 1999 under mandatory sinking
fund provisions.
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I'here are two types of leases—operating and apita Outgoing Loase Puyments

Capital leases quality as sales or purchases of property and We, as lessee, lease some facilities a
are I(‘;m!r(‘n‘; n the Consolidated Balance Sheets. Al our businesses. The lease agreements « variou
other leases are operating leases and are reported ir dates and have various renewal options We expense all lease
the Consolidated Statements of In
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We present nayments associated with our regulatec ty operation

informaton about our operatng leases below
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Inceming Lease Rentuls

Some of our diversified businesses, as landlords, lease reta
space to other 'hese operating icases expire over L'(""k"x
ranging from one to 20 years, and have options to renew

At December 31, 1998

At Decembe I, 1998, we owed fun
i

ure minimum payments
r divercif {} N v had
our drversined Dusinesse ad

. tor long-term, noncancelable operating leases as tollow
property under operatng leases with a net book value of
$32.4 million. At December 31, 1998, tenants owed our
diversified businesses future minimum rentals under

operatng leases as follows

Year

1999

)3
2001 -~
: | hereatter
2001

.
lotal future minimum lease payments
K

fEMmImE YO Wi

2003

Ihereafrer

lotal future minimum lease rentals

wote 1 ()

Commitments

We have made substantial commitments in connection

with our utility constructor program for future years

In addition, our electric business has entered into rwo

long-term contracts for the purchase of generat
o and ! ; . )

Capacity and energy. 1 he contracts expire in 200

| and

2013, We made payments under these

* $70.7 millic
. Sl.‘ O miulii

e $64.1 mill in 19%

At December 31, 1998, we estimate our fut payments Some of our diversihed businesses have commirtted ¢
tor capaciry and enc rgy that we are obligated ¢ buy under tribute additiona capital and to make add
!‘n:\( contracts to be

some afttiliates, joint ventures
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amount of Investment requirements comm

diversified businesses was 319
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Insurance for Worker Radiation Claims
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It was not practicable 1o estimate the fair value of investments
held by our diversified businesses in:

* several financial partnerships that invest in nonpublic
debt and equity securities,

* several partnerships that own solar powered energy
production facilities, and

* acompany involved in developing international power
projects with a carrying amount of $3.7 million at
December 31, 1998 and $3.0 million at December 31, 1997,

This is because the timing and amount of cash flows from
these investments are difficult to predict. We report these
investments at their original cost in our Consolidated
Balance Sheets.

The investments in financial partnerships totaled

$41.9 million at December 31, 1998 and $43.6 million
at December 31, 1997, representing ownership interests
up to 10%. The total assets of all of these partnerships
totaled $5.8 billion at December 31, 1997 (which is the
latest information available).

The investments in solar powered energy production facility
partnerships totaled $10.9 million at December 31, 1998
and 1997, representing ownership interests up o 13%.

The total assets of all of these partnerships totaled

$41.5 million at December 31, 1997 (which is the latest
information available).

Guarantees

It was not practicable to determine the fair value of certain
loan guarantees of BGE and its diversified businesses.
BGE guaranteed outstanding debt and other obligations
totaling $18.0 million at December 31, 1998 and

$20 million at December 31, 1997, Our diversified busi-
nesses guaranteed outstanding debr totaling $59.7 million
at December 31, 1998 and $43 million at December 31,
1997. We do not anticipate that we will need to fund
these guarantees.

wore 12

Quarterly Financial Data (Unaudited)

Our quarterly financial information has not been audited but, in management’s opinion, includes all adjustments necessary

for a fair presentation. Our utility business is seasonal in nature with the peak sales periods generally occurring during the
summer and winter months. Accordingly, comparisons among quarters of a year may not represent overall trends and changes

in operations.
1998 Quarterly Data 1997 Quarterly Data
baming  Eaming Eaming  Earnings
Income Applicable  Per Share Income Avplicable  Per Share
From Net  wCommon of Common From Ne  wlommor of Common
Revenues  Op income Seack Woch R Cp e Stock Sk
(In mullions. except per share amownts) (In mullions. except per share amounts)
Quarter Ended: Quarter Ended:
March 31 $ 866.1 $1834 $ 80.2 $ 744 $0.50 March 31 $ BB7.7 $1639 § 72.1 § 64.2 $0.43
June 30 7676 1562 632 574 039 June 30 746.4 788 15.0 71 005

September 30 9340 3204 1677 1609 1.08
December31 7904 811 166 132 0.09

September 30 8608 3210 1714 1644 111
December 31 8127 1599 243 184 012

Year Ended:
December 31 $3,358.1 $741.1 $327.7 $3059 $2.06

Year Ended:
December 31 $3,307.6 $723.6 $2828 $254.1 $1.72

Our third quarter results include a $10.4 million after-tax
guin for carnings in a partnership (see Note 3).

Our fourth quarter results include:

* 2 $15.4 million after-tax write-off of a real estate invest-
ment (see Note 3), and

* 2 $5.5 million after-tax write-off of an energy services
investment. (See the “Other Energy Services” section of
Management’s Discussion and Analysis on page 28).

Owr first quarter results include a $12.0 million after-tax
write-down of a real estate project (see Note 3).

Our second quarter results include a $31.9 million after-tax
write-down of a real estate project (see Note 3).

Our fourth quarter results include:

* 4 $37.5 million after-tax write-off of merger costs
(see Note 2), and

* a$2.1 million after-tax write-down of a real estate project
(see Note 3).

The sum of the guarterly earnings per share amowunts may not equal the total for the year due to the effects of rounding.
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EDWARD A. CROOKE

Chairman, President and Chief Execusive
Officer. Conssellation Enterprases, Inc.,
Vice Chatrman, BGE

Age 60

Chairman and Chief Executive Officer,
Mercantile Bankshares Corporation

Age 67

JAMES T. BRADY

Former Secvetary, Maryland Deparsmen:
of Bu and Ex Development
Age 58

Executive Officers

ROGER W. GALE
President, Washingron
Insernational Energy Group
Age 52

JEROME W. GECKLE
Ketived Chairman, PHH Corporation
Age 69

EDWARD W. KAY*

Retired Co-Chasrman and Chief Operating
Officer, Ernst & Young

Age 71

GEORGE V. MCGOWAN

Former Chairman and

Chief Execunive Officer, BGE

Age 7!

BALYTIMORE GAS AND ELECTRIC COMPANY

CHRISTIAN H. POINDEXTER
Chairman, President

und Chief Executive Officer
Age 60

EDWARD A. CROOKE
Viee Chairman
Age 60

ROBERT E. DENTON
Executive Vice President,
Crenerasion

Age

FRANK O. HEINTZ
Execusive Vice President,
Undity Opevations

Age 54

Vice Presidens, Corporate
Strategy ¢ Development
Age 49

DAVID A BRUNE

Vice Presidens, Finance ¢ Accounning,
Chief Financial Officer and Secresary
Age 58

CHARLES H. CRUSE

Vice President, Nuclear Energy
Age 54

CARSERLO DOYLE
Vice President, Gas Distribusion
Age 56

E. FRANK BENDER, JR.
Vice President, Resail Services
Age 51

ROBERY 5. FLEISHMAN

Vice Presidens, Corporate Affairs
and General Counsel

Age 45

RONALD W. LOWMAN
Vice President, Fossil Energy
Age 54

GREGORY C. MARTIN

Vice President. General Services and
Chief Information Officer

Age 50

LINDA D MILLER

Vice President. Human Resources
Age 48

STEPHEN F WOOD

Vice President, Electric
I & Distrib

Age 46

RICHARD M. BANGE, JR.
Controller. Accounting
Age 54

THOMAS E. RUSZIN, JR.
Treasurer, Finance

Age 44

CHRISTIAN H. POINDEXTER

Chairman, President and
Chasf Executive Officer, BGF

Age 60

MAYQ A, SHATTUCK, 1l

Co-Charrman and Co-Chief Executive Officer,
BT Alex. Brown. Incorporased

Age 44

CHARLES W. SHIVERY
Charrman, Presiden: and
Chuef Executive Officer
Constellation Power Source, Inc
Age 53

* Mr. Kay retsred from the Board on
December 31, 1998

CONSTELLATION ENTERPRISES

EDWARD A CROOKE

Chairman, President and
Chief Executive Officer

Age 60

DIANE L. FEATHERSTONE
Pressdens, Constellation Energy Source. Inc
Age 45

STEVEN D. KESLER
President, Consiellation Investments, Inc

Age 47

WILLIAM H. MUNN

President and Chief Executive Officer,
BGE Home Products ¢ Services, Inc

Age 51

CHARLES W. SHIVERY

Chasrman, President and
Chief Executive Officer
Constellarion Power Source, Inc

Age 53

JOMN F WALTER
President, Conssellation Power. Inc
Age 64

RONALD F WATSON
President, Constellation Sensor Services, Inc

Age 50
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FiVC-Ycal' StatiStical Sum mal'y Baltimore Gus and Electric Compony and Subsidiories

1998 1997 1996 1995 1994
Common Stock Date
Quarterly Earnings Per Share
First Quarter $0.50 $0.43 $0.62 $0.41 $0.49
Second Quarter 0.39 0.05 0.3¢ 0.28 0.39
Third Quarter 1.08 111 0.93 1.04 0.79
Fourth Quarter 0.09 0.12 (0.06) 0.29 0.26
Total $206  $1.72  $185  $202  $193
Dividend
Dividends Declared Per Share $1.67 $1.63 $1.59 $1.55 $1.51
Dividends Paid Per Share 1.66 1.62 1.58 1.54 1.50
Dividend Payout Ratio
Reported 81.1% 94.8% 85.9% 76.7% 78.2%
Excluding nonrecurring
charges 1o earnings 75.9% 71.5% 70.0% 76.7% 78.2%
Market Prices
ngh $ 35% $ 34% § 29% $ 29 $ 25%
Low 29'% 24% 25 22 20
Close 30 34'% 26% 28/ 22
Capital Strecture
Consolidated
Long-Term Debt 53.5% 48.0% 45.0% 42.8% 46.1%
Short-Term Debt o 4.7 5.1 4.4 1.0
Preferred and Preference Stock 29 4.8 6.5 8.5 8.9
Common Shareholders’ Equity 43.6 425 43.4 44.3 44.0
Unility Only
Long-Term Debt 51.5% 45.4% 42.5% 40.4% 43.5%
Short-Term Debt — 58 6.1 52 13
Preferred and Preference Stock 36 5.9 7.8 10.0 10.6
Common Shareholders’ Equity 44.9 429 43.6 444 447

The sum of the quarterly earnings per share amownts may not equal the tosal for the year due to the effects of rounding and changes in the average
number of shaves outstanding throughout the year.

The quarterly earnings per share amounts include certain one-time adjustments as shown in Note 12 to the Consolidated Financial Statements.
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Cemmeon Steck Dividends and Price Ranges

e A Gt

Dividend Price

~ Declared High  low
First Quarter $ 41 $34'h $29%
S“MQ“‘M 42 32“/1‘, 29'%
Third Quarter 42 33% 29%
Fourth Quarter 42 35'% 30

Toul SLE7

Dividend Policy

The common stock is entitled to dividends when and as
declared by the Board of Directors. There are no limitations
in any indenture or other agreements on payment of
dividends unless we elect o defer interest payments on the
7.16% Deferrable Interest Subordinated Debentures due
June 30, 2038, and any deferred interest remains unpaid;
or all dividends (and any redemption payments) due on
our preference stock have not been paid.

Dividends have been paid on the coinmon stock
continuously since 1910. Future dividends depend
upon future earnings, the financial condition of the
company, and other factors.

Common Stock Dividend Dates

Record dates are normally on the 10th of March, June,
September, and December. Quarterly dividends are custom-
arily mailed to each shareholder on or about the 1st of April,
July, October, and January.

Stock Trading

BGE's common stock, which is traded under the ticker
symbol BGE, is listed on the New York, Chicago, and
Pacific stock exchanges. and has unlisted trading privileges
on the Boston, Cincinnati, and Philadelphia exchanges.
As of December 31, 1998 there were 69,888 common
shareholders of record.

Annval Meeting

The annual meeting of shareholders will be held at 10 a.m.
on Friday, April 16, 1999 at the Morris Mechanic Theatre,
25 Hopkins Plaza, Baltimore, Maryland 21201,

Form 10-K

Upon written request, the company will furnish, with-
out charge, a copy of its Annual Report on Form 10-K,
including financial statements, after it is filed with the
Securities and Exchange Commission in March 1999,
Requests should be addressed to David A. Brune,
Chief Financial Officer and Secretary, Vice President,
Finance & Accounting, P.O. Box 1475, Baltimore,
Maryland 21203-1475.

Avditors
PricewaterhouseCoopers LLP

1997

" Dividend " Price

) l)(}laygd High _Low
First Quarter $ 40 $28 $26'%
Second Quarter 41 27 24%
Third Quarter 41 28'h 26
Fourth Quarter A4l 34 h 25 %

Total w

Executive Offices

Gas and Electric Building
Charles Center
Baltimore, Maryland 21201
Mail: PO. Box 1475
Baltimore, Maryland 21203-1475

Shareholder Investment Plan

BGE's Shareholder Investment Plan provides common
shareholders an easy and economical way 1o acquire addi-
tional shares of common stock. The plan allows sharehold-
ers 1o: reinvest all or part of their common stock dividends,
purchase additional shares of common stock, deposit the
common stock they hold into the plan, and request a
transfer or sale of shares held in their accounts.

$tock Transfer Agents and Reglistrars
Transfer Agent and Registrar:
Baltimore Gas and Electric Company,
Baltimore, Maryland

Co-Transfer Agent and Registrar:
Harris Trust and Savings Bank,
Chicago, llincis

Shareholder Assistance and Inquirles

If you need assistance with lost or stoien stock certifi-

cates or dividend checks, name changes, address changes,

stock transfers, the Shareholder Investment Plan, or
other matters, you may contact our sharcholder service
representatives as follows:

By telephone (Monday-Friday, 8 a.m.-4:45 p.m.):
Baltimore Metropolitan Area 410-783-5920

Within Ma* vland 1-800-492-2861
Outside Maryland 1-800-258-0499
By U.S. mail:

Baltimore Gas and Electric Company
Sharcholder Services,

PO. Box 1642

Baltimore, MD 21203-1642

In person or by overnight delivery:
Baltimore Gas and Electric Company
Sharcholder Services-Room 820
39 W. Lexingron Strect
Baltimore, MDD 21201







Shareholder Information

Common Stock Dividends and Price Runges
1 99K
Dividend Price
Declared High
First Quarter s | $34
Second Quarter : Y.
I'hird Quarter
Fourth Quarter

lotal

Dividend Policy

['he common sto

BGE's Shareholder Invests

Shareholder investment Plan

Commeon Stock Dividend Dotes
Record dates are normally on the 10t March, Junc Stock Transfer Agents and Registrars

transter Ag and

Sharehoider Assistance and Inquiries

Form 10-K

Upon written requesi, the company will furnish, with
out charge, a copy of its Annual Report on Form 10-K
including financial statements, after it is filed with the
Securities and Exchange Commission in March 1999
Requests should be addressed to David A. Brune
Chief Financial Officer and Secretary, Vice President
Finance & Accounting, P.O. Box 1475, Baltimore
Marvland 21203-1475







