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HIGHLIGHTS
1992 1991 % Change

In mlizons except per-share amounn

COMMON STOCK DATA
Earnings per share

LI SELEY OPETRBIANS s csuosicrstsassaaivsessesnsasbmmmstssess e et e S I T atetin $ 1.52 5 1.60 {5.01%
D iversified ACHVIEIES (oo iriecesionsensirsssessnss cereseensenennes SN o5 - 0.11 Q.07 570 %

Teal .. S Y 0 T B I e s $ 1.63 $ 1.67 (2.4)% |
l\mdtnd\dmluul push.m e R S S S S S $ 143 § 1.40 21 % 1

AVETARE SN QUMMM <. contimossnsinsaintismmssisumis s dodsvantsasnbsiristramass sl 136.2 126.1 8.0 %
Return on averags common ;qum R S R SRS SOt 9.40% 9.90% {5.1)%
Book value per share—vear end ..o e et e eI T e $17.63 $17.00 3.7 %

Market price per share—vear end dlose........ DR NP A DUR O 1 $23.38 §22.88 22 %

FINANRCIAL DATA
Revenues ‘
Electric ..o P S L S T S R S $1.968 $1.995 (1.3)% |
Gas ... E T [ N o S 403 358 126 % ;
\

i)vcmh(d ATHVITIES +ovvvaicscsen T R I 1 b Rt 120 96 25.0 %
) 5 R LS I L U S R v $2,491 $2.449 1.7 %

Net 1ncome . .....oonveevenes e R S B O L e $ 264 § 253 3 9%

Earnings .;pph...lhla tO Commaon \md\ ............... I S L e $ 222 § 211 5.2 %

Assets ‘
I 3 o et s oA AL s ke R ks Ry S e $6,352 $6,137 35 % “
BT T R ENSRN.= 8 JON 1 N S T AT WS ETE 1,023 1,001 22 % ‘
Total .. L ¥ S IR R O S v ot T T §7.375 $7.138 33 % ‘

Utility construction cs.pmdnuus e e e e e IR S SR, $ 389 £ 456 {14.7)%

BG&E investment in Constellation C um;umcs ik b s et el s $ 295 § 280 5.4 % ]

UTILITY SYSTEM DATA
Electnic ~A|u——mcg_a“.mhuur\ I IO i Sl WL WL S0 NCR LT 25.3
(aas sales—~doRathermis. oo crrnsseneisiiesssnssanssnsons Rk b et e 108.6 ]

!()8"‘?(0
7.0 %

+a
s N
N
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* Includes the effects of toe accounzing change for incems taxes

Leriang prioy-Year iyniensis Darw beees vestaied o confure ek the curTent year ["(4"[141-’!11’;

e 3-for-2 comemon ok split 1o sharebodder of record as of April 23, 1992

All share avnd per-shary amounts have been restated 1o reflec

EARNINGS AND DIVIGENDS DECLARED RETURN ON
PER SHARE OF COMMON STOCK AVERAGE COMMON EQUITY
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UTHILITY OPERATIONS AND

CONSTELLAT

SALES OF ELECTRICITY

4l 1 M ¥

SALES OF GAS
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ON COMPANIES RETZTIEW

NTERING A NEW ERA WITH OPIP
More than two years ago, we launched the Organizational Peformance
Improvement Process {OPIP) to establish BG&E as Central Marvland's
energy company of choice, We believe thar performing as a World Class
encrgy company is not & findl destination, but a lifelong journey of
continuous improvement and ever-higher standards of performance
Our company enjoys a strong feundarion: customer satisfaction with
our company is high and eutpaces national utilin averages, BGRE's lavest residential customer
tavorability rating of 74 percent is about six poitits higher than the nadonal average for the
utdiey industry
While these ratings ar encouraging, the company continues to strive for mprovement in

all areas. An explanation of yecent accomplishments and other company operations follows,

UTILITY OPERATIONS

Electric Sales

Our electric sales are closely tied to the growth of the Central Marvland economy and the
weather. While milder summer weather than in 1991 and a slow-growing area economy caused
wtal electriciey sales to decrease Jess than | percent from 1991, elecrricity sales to residential
customers decreased 3.6 percent. Cammeercial and industrial electric sales, although adversely

affected by the recession. increased at a moderate 1 percent rate.

Generation
BGAE mer generation needs in 1992 through a commitment to environmentally sound, safe,
reliable, and competitively priced power production. Fory pescent of our total power produc-
tion was generated by anclear unis, 54 percent by coal-burning facilities, 3 percent by hyvdro-
electric plants, and 3 percent by ail, narural gas, and purchases
The company achieved substantial progress i safery and qualiey at its Calvert Cliffs
Nuclear Power Plant as a result of an ongcing. comprehensive program of improvement and
modernization. In February 1992, the Nuclear Regulatory Commission (NRC) removed
Calvert Chiffs from ies list of plants requiring close monttorng. On June 24, 1992, the NR(
announced the results of irs most recent Systematic Assessment of Licensee Performance-—its
report rating Calvert Cliffs” perfarmance in seven caregories from April 1, 1991, 10 March 28,
1992, In thar report. the NRC gave Calvert Chffs three supertor ratings and four good ratings.
We continued the competitive positioning of our fossil plants through retirement of
high-cost units and a division-wide OPIP etfort that is mcreasing the productivity of our

people. Fossil energy plants reduced operating expenses by $6 million in 1992
i g & %}
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UTILITY DPERATING STATISTICS

ELECTRIC OPERATING STATISTICS
Revenues (In Thousands)

Iﬁmchange Sales

Sales (ln Thou-r.mds)
Smn!l(ammmtul S
Large Commercial and lndusmal

SRR B b hset Corvinmhaves o et e

MWH

Customers
Residential ...
Small (.ommcmml -
Large Commercal ,md lndu.-nrml

Average use per Residential Castomer < KWH o ..
Average Rate per KWH (System Sales) - € iiorvccnrinn,
Peak Load (One-hour) - MW oo,
Capability at Sutnmer Peak - M¥. oo

GAS OPERATING STATISTICS
Revenues (In Thousands)
ReSIAENtIal ..o e iierananisas iaisisinssesen s aisbassssnssssusnscos
Small Commercial . ORI
Large Commercial :md indusm.d
Excluding Delivery Semvice ... oo oisesin
DIElIVERY SEIVICE. c.itrrresieicrersios s sson iosossimiapiiasseraposts

Saes (In Tbmmndsl DTH
Small Qmmu'mnl ....................................... P
Large Commercial and Industrial
Excluding Delivery Servict oo i
Delivery Service....c o I S e,

Customers

Total ..o O KRR DY SRR iy e 2ot it o2

Average use per Residential Customer - Therms ..

Average Rate por Therm (Excluding Delivery knuct) 5
Peak Dy Sendomt - DIH-. oot v csseineins
Peak Daay Capability - DIB woviiricnunisinsisimsiomseioniasseassinns
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1992 1991 1990 1989 1988
§ B39.554 § BBLS591 § TIR032 § G4BEE3 § 620,660
242345 246669 220687 194573 178727
802,299 816233  7A2EAT 666,042 626,300
1.884,598 1945493 167155  1.509.498 1425687
64,323 23,845 26,629 17,802 43919
19,002 25,187 14,268 19.867 22,528
$1.967923 $1994525 §1712453 $1547,167 $1.492.134
9,735 10,097 9,283 9.451 9,19
2,666 2673 2,561 2,461 2,293
12,906 12,742 12,534 12,879 12,491
25,307 25512 24,378 24,791 23,980
3,180 1,166 1,088 595 2052
28,487 26,678 25 466 25,386 26,032
956,570 939734 930880 913910 895881
95,684 93,808 92,102 90,647 £7.049
2,750 8,030 7,991 7,587 8,175
L060.004 1041572 1030973 1012144 991105
10,256 10,799 10.064 10,438 10,362
7.45 7.63 686 609 5.95
5,558 5,910 5477 5,304 5,381
6,687 6,608 6.159 6,164 5.930
§ 242737 § 220653 § 218967 § 242359 § 225035
37.121 33,538 34,622 40,011 36,394
96,150 77,506 £7.389 90,983 92,637
=880 17,319 21,156 27,069 19,364
9,049 9,379 11,285 11,349 8,106
$ 402937 § 358195 § 373419 § 411801 § 381536
39.042 36,519 35.026 39,806 40,140
6622 6154 6,144 6,889 6,792
22,169 18,138 19.324 18,772 21,770
40,741 40,673 40,593 45230 40,827
108574 101,484 101087 110697 109,529
486863  4R20BS  4K2680  4K2538 482011
32596 32.336 31.981 31,881 31,582
5816 5,610 5,373 5,307 5,160
§25275 520031 520034  S19726 518753
506 57 726 826 #33
55 55 56 57 52
609200 610200 653900 663,200 669500
847000 BITO00  ES3000 761000 793,000

RSO e L)
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SUMMARY OF DPERATIONS
Total Revenues ..
Expenses Other !‘hm Imcmt and lncomz Taxes .............
Income From Operations.....
Orher Invome
Allowange for equity funds
used during DOBSUCHN .. oo evess ooatinisssnsangsrsssins
Orther income ..
Tonal other income .. SE——
Income Before Interest and lnwmc faxm .......................
Ioteres Expense
Intercst charges ...
Allowance for bnrmwed fundﬁ
used during CONSETIOION v i vrismissssisnsmnies

INOE HMECTESE TREIETER 11 aniossnsnsopsnmpins srssimnsens rnsssysns o crvnrss

Income Refuse Income Taxes.....oo o imenessiecimnranseanins
Income Taxes . ok taar b
Income Before ( umulauve Effect of (.hnngu»
n Accounting Methods. ... i it
Cumulative Effect of Change in the Method of
Accounting for Income TaxXes.........cu i s
Cumulative Effect of Change in the Method of
Accounting for Unbilled Revenues, Net of Taxes.........
Neq Income ..,
T ciered and Prcfcrtnu: Stock Dis »dc'tds
Earnings Applicable to Common Stodk ..o
Earnings Per Share of Commaon Stack
Before Cumuiative Effect of Changes
in Accounting Methods ..o eeasvT,
Camulative Effect of Change in the Method
of Accounting for Income Taxes ... oo
Cumulative Eftect af Change in the Method of
Accounting for Unbilled Revenues ..o
Toral Earnings Per Share of Commen Stock.....ocvin
Dividends Declared Per Share of Common Stock............
Ratio of Eamings 1o Fixed Chatges ..o i innininsins
Ratio of Earnings 1o Fixed Charges and Preferred
and Preferenoe Stock Dividends Combined ...

FINANCIAL STATISTICS AT YEAR END
Capialization
I T R I T PN R
Redeemable preference stock..
Preference stock not subject 10 mnndamn wdcmjman
Common sharcholders’ equity ...

Tortol CRPIRABTAHON <<.oorseimivensin cituiissingn sasispapisdaibods
Bouk Value Per Share of Common Stock .o
Number of Common Shareholders....ooooiiiinn

RAndde s e e T e A | A o A R A e e BRI A e B b e e 4 B e S B I e 0

e e T o o

SELECTED FINANCIAL DATA
1992 1991 1990 1989 ; iyl ._b____
Diedlar armonnts in showand:, mr,.;pn-r‘um Amanints
$2.491,343 52 448,853 2178112 S2.082,009 §1.921.241
1,955,998 1,.959.665 1,854,183 1.555.424 1,424,29)
535,345 489,188 323,929 476,585 496,950
13.892 23,596 27,086 18,564 16,056
8,204 3032 9,588 12,364 7494
22.096 26,628 36.674 928 23,554
557441 515,816 360,603 507 513 520,504
197.912 210,458 191,471 164.369 136,071
(8,165) (13.870) (26,266) 414.776) (12.075)
189,747 196,588 165,205 149,593 123,996
367,694 319,228 195,398 357920 396,508
103,347 85.547 19.952 #1,629 93.096
264,347 233,681 175.446 276,20 303.412
-~ 19.745 - . i
- - 37,754 - -
264,347 253426 213,200 276,291 An3412
42,2497 42,746 40,261 32,381 29.375
$ 222100 5 210680 $ 172939 § 243910  § 274037
$1.63 $1.51 $1.09 £2.03 $2.31
- 6 - o =
- - .31 - -
1.6 1.67 $1.40 8$2.0 i
$1.43 $1.40 81,40 £1.38 $1.32
265 227 178 302 371
2.08 142 1.47 244 294

$2.376950 $2,390,115 $2.195844 S2.076.620  $1.769.066
59,185 59,185 59,18% 59,185 59,185
395,500 398,500 365,000 322800 229,600
110.000 110,600 110,000 110:000 110,000
2534639 2153306 20733158  2,001.188  1.885,245
$5.476,274  $5.111,106  $4.801.187 9.79 05
$17.63 $17.00 $16.58 $16.60 $15.85
80,371 71,131 73.049 75,762 79.808

Ceriain firiur-sear amounts e been vedaled 10 cniforat with She curvent year's presentation.
All pev-share anants bave been ressared 10 vefloct the 3or-2 common ssock 1plit 1o stwrehiders of secord as of April 23, 1992

Baitimore CGaand Flecrvic Commpany and Subsicliaries
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MANAGEMENT 'S

The financial condition and results of operations of Balimere
Gas and Electric Company (BG&E) and Subsidiaries {coliec-
tively, the Campany) are set forth in the Consalidaed Financial
Staternents, Notes 1o Consolidated Financial Statements

DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND

RESULTS OF OPERATIONS

{(Nowes), Utility Operating Statistics, and Selected Financial
Data secvions of this Annual Report. Factors significantly
atlecring results of operations, fiquidity, and capital resources are
discussed below.

RESULTS OF OPERATIONS

Earnings per Share of Common Stock

Consolidated cammgs per share for 1992 were $1.63, which
represents i decrease of $.04 fram the 1991 level of $1.67 hased
an the inoreased average nunber of shares of common stack
outstanding as & result of the public issuance of 15 million
common shares during 1992, All per-share amounts have been
adjusted to reflect the thiee-for-two common stock split 10
shareholders of recard as of April 23, 1992, (See Note 6.) The
carrings per share are summarized as follows:

1992 1991 1990

Litihiry business
Curent-year Operanons .....co.........
Provision fur possible
disallowance of replacement
energy costs (see Note 14) ... - : {.19)
Cumulazive effect of change
in the method of accounung
for unhilled revenues

$1.52 $1.60 S1i6

PP O S - - 31
Toual utilivy business ..., 152 1.60 1.28
Diversihied activities
Clurrent-year Operations ... A1 (09 a2
Cumulative effect of change
in the method of accounting
for moome taxes (see Note 1) ... : 16
Towal diversified activitios ... Al o a2
Ttk sty 163 $1,67 £1.40

Earnings Applicable 10 Commeon Stock

Earnings applicable 1o common stock increased in 1992 and
1991, The increase in 1992 reflects increases in both wulity carn-
ings and eamings from diversifiod activities. The 1991 increase
resulted from higher utility earnmgs, parsially offser by a decrease
m careings from diversified activines.

Urility earnings increased in 1992 a< a zosult of increased
elecrric and gas sales during the 1992 wister due 1 colder
weather as compared 1o 1991, Jower operations expense, lower
mierest charges, and greater other income, This increase was
substantially offser by lower electric sales during the 1992
summer due 1 cooler summer weather as compared to the prior
year, The effect of wearher on urility carnings is discussed below.
Usility carmings increased during 1991 primarily 25 a result of
highet revenues from the deceric base rate increases authorized by
the Public Service Commission of Manyvland (Marviand
Commission) i Decomber 199 and increased élocrric sales due
o warmer summer weather g compared 1o 1990, partially offset

20

by higher aperations and maintenance expenses and higher
financing costs.

Earnings from utility operations are affected by the regula-
tion of BGKE's rates by the Marvland Commission and by the
eflect on sales of economic and weather conditons. During
1992 and 1991, unfavorable cconomic conditions in the
Company’s service territory have negaovely impacted sales, and
operations and maistenance expenses have increased above the
levels provided for in the December 1990 base rate increase. If
curtent economic conditions in the Company's service rerritory
continue, electric and gas sales growth 15 expected 10 be low
in 1993, During 1992, BG&E filed an application for a
$164 million increase in electic base rates and a $5 million
increase in gas base rates which s currenty pending before the
Maryland Commission. An order from the Maryland Ceonmmis-
sion s expected in April 1993, Earnings will be impacted during
1993 by the outcome of this case, In addition, there are
currently several fuel rawe cases pending before the Maryland
Commisston, as discussed i Notes 1 and 14, which could also
impacs future years’ earnings.

Excluding the impact of the charge in the method of
accounting for income taxes, camings from diversified activi-
ties, which primarily represent the operations of Constellation
Holdings, Inc. and i subsidianes (collectively, the Consicila-
non Companies). increased during 1992 and decreased during
19931, The reasons for the changes in diversified activities
carnings are discussed on page 23.

Effect of Weather on Usility Sales

Wenther conditions affect the level of BG&E's unliry sales,
Colder weather during the winter, as measured by greaver
heaing degree days, results in greater demand for electricity ar 4
gas to operate heating sysiems, Cooler weather during thy
summer. as measwred by fewer cooling degree days, resules in
less demand for electricity 1o operate cooling systems.
Conversely, warmer weather during the winier, as measured by
fewer heating degree days, sesults in less demand for electricity
and gas 1o operawe heatng systemss. Warmer weather during the
summaot, & measured by greater cooling degree days, n
greater demand for eleciricity 1o onerate cooling systems. The
degree days chart below illusirates changes in coaling and
hearing degree days for the yoars 1992 and 1991,

1992 1991
Cooling degrec days oo 707 1026
% change compared to prior year........ (31.17% 19.2%
Heating degree days -.ccovivivinnvn. 4975 4,343
s change compared to prior vear......., 14.6% 9.5%

Hadesrnore Gas and Fectvic Compasy.and Sebadiaries
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BG&E Utility Revenues and Sales

The changes in dlectric revenues dusing 1992 and 1991 as
compared 10 the respective prior year were a result of the
following factors;

1992 1991
in werllion
Changes in systein salex volumies............ S {320 $ 590
Increased base 18168 ....oovovvcmecrcviiiicanee. B4 176.4
Changes in fuel 10108 cooiciisnrsiirisssiareres (113.8) 385
Changes in revenues from system sales . {60.9) 2739
Changes i interchange sales......cocoooo.. 405 (2.8)
Changes in other [eVenues o i 16.2) 1140
Total changes in elecric rovenues........... §(26.6) $282.1

Electric system sales represent volumes sold 10 customers
within the Company's service territory at rates determined by the
Maryland Commission. These amounts exclude interchange sales,
as discussed below. The changes in electrc system sales volames as
compared 1o the tespective prior vear were as follows:

1992 1991
Residential oo vt (3:46)% 8.8%
Small commercial.........cooiinecrrcn. (2) 4.4
Large commercial and industrial.. ... 1.3 1.7
F L I K P R {0.8) 4.7

Sales 10 the residential and small commercial classes of
customers in 1992 reflect the negative effecs of cooler weather
dunng the 1992 summer, partially offser by the positive effects
of colder weather during the 1992 winter and growth in the
number of customers. Sales to large commercial and industrial
customers in 1992 reflect modestly improved economic condi-
tions in that segment as compared 10 1991 and increased sales
volumes to Bethichem Steel due to the start-up of Bethlehem
Steel’s newly modernized hot strp null, The increases in sales
during 1997 v due 1o warmer weather during the 1991
sumsmer as compared 10 1990 and growth in the number of
customers in each dlass, partially offser by the effects of less
favorable economic conditions as compared 10 1990, In addi-
tian, sales 1o large commerdial and industrial customers during
1991 reflect lower sales volumes 1o Bethlehern Steel compared
10 1990 dic 1o a lengthy planned outage at Bethlehem Seeel’s
hot strip mill,

The increased base rate revenues in 1992 and 1991 reflect
the effects of the Manvland Commission’s Dicember 1990 rate
order which aurhorized 2 $124 million base rate increase o
provide raw recognition for BGEEs investment and aperating
expenses at Brandon Sheres Unit 2 effective with that Unit's
imtial commercial operation in May 199} and a $53 million
surcharge 1o base rates effective in Ociober 1991 10 recover
certain purchased capacity charges. Although these base vate
increases have increased BG&RE's electric revenues during 1992
and 1991, they have had lirde effect on net income because they
have essentially been offser by 1) a decrease in the allowance for
funds used during construction and higher depreciation expense
and other taves due 10 the completion and commercial opetation

Balesenore Gy aoul Electree Conmpuerty amed Suibrsiciries

of Brandon Shores Unit 2, and 2} increased puschased capacity
charges. In addition 1o the base rate increases. discussed abosc,
the Maryland Commission’s December 1990 rawe order also
authorized an unmediate base rate morease of $77 million which
mereased revenues m 1991, Electric base rate revenues are
expected o be impacted positively in 1993 by the Maryland
Commission’s anticipated April 1993 order relating to BGKE's
pending application for a $164 million annual increase in elecrric
biase rates.

The changes in tuel rate sevenues for both periods resnled
trom the opetation of the electric fuel rate formula. (See Notes 1
and 14.) Changes i fuel rate revenues and interchange sales
normally de not impact camings, Foel rate sevenues are designed
to recover the actaal cost of fuel, netof revenues from interchange
sales. 1 the Maryland Commission were 1o disallow recovery of
any part of these costs, earnings would be impacted negavvely as
discussed in Note 14,

The dectease in fuel rate revenues during 1992 resulied
primarily from a lower fuel rare which reflects the remaining effect
of 1) a less-costly rwenty-four-month geseration mix compared 1o
1991 due 1o greater generation at the Calvert Cliffs Nuclear
Power Plant, 2) $58 million of annual fuel cost savings resulting
from the commercial operation of Brandon Shores Unir 2. and
3) the October 1991 expiration of a surcharge to the electric fuel
rate. Increased fuel rate revenues in 1991 resubied from higher
sales volumes, pantially offvet by the fuel mte reducrion 1o reflect
the fuel cost savings resulting from the commencial operanon of
Brandon Shores Unit 2, Electric fuel rate revenues are expected o
comtinue to decrease during 1993 as a result of a less-costly gener-
ation mix expecied to be reflocted in the fuel rae formula due w©
the continued operation of both units at Calvert Cliffs.

Interchange sales increased during 1992 due primarily to
BGAE's less costly generation mix in relation 1o thar of ather
Pennsvivania-New Jersey-Maryland Interconnection utiliries.
The less costly gencration mix during 1992 seflects the opera-
tion of the Calvers Cliffs Nuclear Power Plant and a full year of
commeraial operation at Brandon Shores Unit 2,

Gas revenues increased in 1992 and decreased in 1991 as a
result of the following factors:

1992 1991
In wtillvonis
Increases in sales volumes.oonoin: $ 86 $ 56
Increased Dase Tates ... iemics i ciiisisninn 33 1.3
Changes in gas cost adjustments ............ 329 (20.1)

Changes in other TeVenues ... s 0.1} {2.6)
Toral changes in gas Ve .oo.oorricensne $44.7  $(15.2)

The changes in gas sales volumes as compared 1o the respec-

tive priot year were as follows:

w2
RoSUIENTEL. o iae rms s iannisnsnssasiisassinn e B9% 4.3%
Small commercial...coierrimains 740 .2
Large comimercial and industrial o 7.0 (1L.B)
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Sales 10 all classes of customers during 1992 reflect the posi-
tive effects of colder weather daring the winter of 1992 and
growth in the number of customers. Gas sales 1o large commer-
cial and industrial customers for 1992 also refiect increased sales
voiumes 10 Bethlchem Steel due to greater use of gas in Beth-
lehem Steel’s production and processing businesses. The
increased sales 1o residential and small commercial customers
during 1991 were anributable to the colder weather during the
1991 winter as compared 1o 1990. The dectease in sales 1o large
cammercial and industrial customers in 1991 was aneributable
primarily 1o less favorable economic conditions and, 1o a lesser
extent. o decreased sales to Bethlehem Steel vesulting from a
planned outage at that company’s hot strip mill.

Gas base rate revenues incieased during both vears as a
result of 4 $4 million gas base rate increase authorized by the
Marvland Commission effective October 1, 1991, Gas base rate
revenues are expected to be impacted positively by the Maryland
Commission’s anticipated April 1993 order relaung o BGRE's
pencing applicaton for $5 million of increased gas base rates.

The changes in gas cost adjustments in each year reflect the
opetation. of the purchased gas adjustment clause (See Note 1).
Changes in gas cost adjustments normally do not impact eam-
ings. Gas cost adjustment revenues are designed 10 recover the
acrunl gay costs mcurred. The increase in 1992 is auributable 10
2 combination of higher sales volumes and increased prices 1o
recover higher costs of purchased gas. The decrease in 1991
reflects a serdement of certain take-or-pay issues with BG&E s
principal gas pipeline sappliers. Take-or-pay costs refunded 1o
BGKE are passed on to customers through the purchased gas
adjustment clause.

BGAE Utility Expenses
Flectric fuel and purchased energy oxpense was as follows:
1992 1991 199

o marliion:

. $445.2 54926 $659.2

Net recovery (deferral) of costs
under electric fuel rate
clanse (see Note 1) oo, 1110 1056 (107.8)

Total €xpense ........ooomrsimssreseeencess $556.2 §598.2 85514

The decrease in acrual elecrric fuel and purchased energy
costs during both 1992 and 1991 was due primarily 1o 2 less
costly generation mix as a result of the return to operation of the
Calvert Cliffs Nuclear Power Plant following the completion of
extended mamtenance and sepair outages and the May 1991
commercial aperation of Brandon Shores Unit 2. The decreases
in both vears were parually offset by purchased capacity charges
beginning in October 1991 under the Pennsylvania Power &
Light Company Energy and Capacity Purchase Agreement. As
discussed in Note 14, during 1990 BGKE recorded a provision
of $35 million for the possible disallowance of cenain replace-
ment energy costs associated with the extended outages ar the
Calvert Clifts plant during 1989-1991.
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Purchased gas expense was as follows:
1992 1991 1990
I millions
Al COBS ..oovrmivansiorsiasmiasasissinionss $213.6 $185.1 S181.)
Net recovery (deferral) of costs
under purchased gas adjustment
clause {see Note 1) ..c.covnissnasnss 05 (36) 197
Tl RRPASII 1. v sarrrapomicsmiseheompss $214.1 $1B1.5 $200.8

The increases in acrual purchased gas costs in 1992 and
1991 reflect primarily increased outpuz due to colder winter
weather as compared to the respective prior year. The increase in
1992 also refleces higher gas costs. The Federal Energy Regula-
tory Commussion recently issued Order No. 636 which requires
the unbundling of pipeline services, the elimination of pipeline
sales service, and greater competition at the wellhead. This
Order, which s expected 1o significantly increase BGAE's
responsibility for ensuring that adequate transmission and
storage capacity is maintained and is also expected 10 increase
BG&E's transmission and storuge costs, will become effective
during 1993 on a pipeline-by-pipeline basis.

Operations expense decreased in 1992 due to lower nuclear
contractor costs and lower payroll costs atributable to the
Company’s Voluntary Special Early Retirement Program
(VSERP) and other cost contral measures. These decreased costs
were partially offset by the $9.8 million one-time cost of termina-
tion benefits associated with the VSERP and by higher fringe
benefit costs. Operations expense increased in 1991 due primarily
to higher payroll and fringe benefit costs. Operations expense is
expected to increase in 1993 due 1o increased payroll costs and
due to the implementation of Statement of Financial Accounting
Stndards No. 106, Accounting for Postretirement Benefits,
which is effective January 1, 1993, as discussed in Note 1.

Maintenance expense was essentially unchanged in 1992
due to lower costs at certain fossil-fuel electric generating plants,
substantially offset by higher costs at the Calvert Clifis Nuclear
Power Plant due 10 an extended refueling outage at Unir 1.
Maintenance expense increased in 1991 due 1o the extended
maintenance and repair outage ar Calvert Cliffs Unic 2,

Depreciation expense increased in both years as a result of
higher levels of depreciable plant in service, indluding Brandon
Shores Unit 2 which began commercial operation in May 1991,
Depreciation expense for 1991 also refiects a $1.2 million annual
mncrease in nucear decommussioning accruals as authorized by
the Maryland Commussion in is December 1990 rate order.

Taxes other than income taxes increased in 1992 due
primanly to higher property taxes antributable to increased prop-
erty assessments. The 1991 increase reflects higher public service
company franchise, payroll, and property taxes arriburable 1o
increased gas and electric revenues, wages, and property assess-
ments, respectively.

Inflation affects the Company through increased operating
expenses and higner replacement costs for utility plant assers.
Although the effects of inflation can be mitigated through

Balrimore Gas and Elecrrivc Compiany anid Subsidiaries

i T o W W e o IOV W 105




timely rate rehief, che regularory process imposes @ nme lag
during which increased costs may not be recovered. This regu-
tatory lag is attributable in part to rate relief being based on past
costs rather than projected costs. It has been the Marvland
Commission’s practice to permit recovery of the cost of
tephicing plant assets, together with the opportunity 1o eamn a
fair rerurn thereon, beginnimg at the tme of replacament.

Farnings per share from divensified actrvities were as follows:
1992 1991 1990

Diversified activities

Power generation systems........ $.08 §$03 §.07
Financial investments ... 09 01 R
Real estate and senior

living facthities oo i, - (08 (11) 1.027
6 " 5 e BN el M S S et Lo1) 102 LBl

Curreni-year Gpemaions......owe. W11 (09 a2
Cumulanive effect of change in
the method of accounting
for income taxes (see Nore 1) ... - 16 -

Toral diversified activities ... w 341 . $07  $12

The Constellation Companies’ powes generation systems
business includes the development; ownership, management,
and operation of wholésale power generating projects in which
the Constellation Companies hold ownetship interests, as well
as the provision of services 1o power generation projects under
operation and maintenance contracts. Earnings from the
Caonstellation Companies” power generation systems business
increased during 1992 primarily due 1o a gain on the sale of 2
portion of the Consiellation Comparnies’ ownership interest in a
power generation project. Earnings decreased during 1991,
reflecting the absence of wx credits fram new power generation
projects, partially offset by income from enctgy projects in
which the Consellation Companies have an equity interest.
income from operating enetgy projects on a contractual basis,
and the sale of a limited partnership interest in one project.

Farnings from the Constellation Companies’ portfolio of
financial investments include capital gains and losses, dividends,
income from financial limited partnerships, and income from
financial guaranty msurance companies. Invesunent earnings
increased in 1992 due 1o 2n improvement in the performance of
certain financial imited parmerships and the effect on 1991
carnings of 1) @ $10.5 million write-down 10 reflect the marker
vitue of gertain of the Constellation Companies’ marketable
equity securities, substantially all of which were subsequently
sold, and 2) a $3.1 million write-down on rwo financial limired
parinerships (banking and financial services) that were adjusted
to seflect marker value. Investment carnings in 1991 were
further reduced due to the reallocation of the investment port-
folio 10 emphasize more liquid but Jower yielding securities and
a decline in the size of the investment portfolio following the
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sale of selected assers o provide liguidiry for engoing acrivities
of the Constellarion Companies. During 1993, investment
carnings are expected 10 continue to reflect the reallocation of
the investment pordfolio to emphasize more liquid but lower-
vielding securities and a decline in the size of the investment
partfolio following the sale of certain assets during 1992 and
1991 to provide hiquidity for other ongoing activities of the
Caonstellation Companies. In addivon, approximately
§8 million of mvestments are expected 1 mature during 1993,
and the proceeds will be available for ranvestment or for ather
cash needs of the Consellation Companics.

The Constellation Companies’ real estate development
bus ness includes land under development; office buildings:
retail projects: commercial projects: an ententamment, dining
and retail complex in Orlando, Florida; and a mixed-use
planned-unit-development in Anne Arundel County, Maryland.
The majority of these projects are in the Baltimore-Washington
corridet and have been adversely affected by the depressed real
estate and economic markews, resulting in reduced demand for
the putchase or lease of availabic land, office, and retail space, as
well as the inability o complete anticipated sales and leases of
real esture projects. Due 1o these conditions, in 1991 rhe
Consteliation Companies recorded write-downs aggregating
$10.0 million on certain real estate projects and a $3.6 million
reserve for ioans where the value of the collateral was derermined
to be less than the omstanding loan balances. Additionally. the
Constellatios Companies’ real estare portfolio has experienced
continuing carrying costs and depreciation and, duning 1991,
the Constellaion Companies began expensing rather than capi-
ralizing interest on cerrain undeveloped land where development
activities are at minimal Jevels. These factors have negatively
impacted eamings in both 1992 and 1991 and are expected 1o
contintie to do .o until the current market conditions improve,
Cash: Alow from real estate aperations has been insufficient 10
cover the debt service requirements of cerain of these projecs,
Resulting cash shontfails have been satisficd through equity infu-
sions and loans Jrom Constellation Holdings, Inc., which
obuined the funds through a combination of cash flow generated
by ather Constellation Companies and its corporate borrowings,
As long as the real ostare market and local economic conditions
remain soft, carnings from real estate activities are expected ©
remain depressed.

The Constellation Companies plan to hold real estate
projects until the marker improves. This condition is a function
of marker demand, interest raves, credit availability, and the
strength of the econom * in general. The Constellation Compa-
nics’ Management believes that unul the economy shows
sustained growth and un i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>