Rosert %. DENTON Baltimore Gas and Electric Company
Calvert Cliffs Nuclear Power Plant
1650 Calvert Cliffs Parkway

Lusby, Maryland 20657

410 586-2200 Ext. 4455 Local

410 260-4455 Laltimore

Vice President
Nuclear Energy

\ July 31, 1995

U. S Nuclear R;z';l:‘lin[\ Commission
Washington, DC 20555

ATTENTION Director, Nuclear Reactor Regulation

SUBJECT Calvert Cliffs Nuclear Power Plant
Unit Nos. 1 & 2; Docket Nos. 50-317 & 50-318
Guarantee of Retrospective Premium

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

Exhibit 1 - A copy of the 1994 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, 1995
Exhibit 111 . A copy of Projected Cash Flow for the twelve months ended July 31, 1996
Exhibit TV . Narrative statement on curtailment/deferment of capital expenditures (if any)

to ensure that retrospective premiums up to $10 million per reactor per year

for cach nuclear incident would be available for pavment
Should vou have questions regarding this maiter, we will be pleased to discuss them with vou

Very truly yours

RED/MDM/b)d
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Corporate Profile

Boltimore (ias and
Electric Company

* Combanes a cowe utiiity
business {clectric and gas)
with diversified. nonutibty
operations

* Serves 2300 square msies
w Central Maryland with
clectrictty, and 617 square
miles with natural gas

= Hokds assets of over

$5 bithon m utility and
nonutility operations

* Famed combined revenues
of $2.8 bitlion in 1994
from wtilny and divervfied
operations

* Employs 8,100 full-time
workers as Maryiand's ninth
targest employer

* Is the nabon’s oldest gas
company and one of the
carfiest clectne uhlines

BGE serves

* Maore thon 2.6 mithon
Muaryland ressdents

* More than | malhion
electric customers

* More than 335 000
£35 customers

1 mallzems. eveept pev share amomnts

Commen Stock Data

Easmmings per share

Utiliry operahons

Diversified activities

Totat
Dividends declared per share
Average shares outstanding
Return on average common eguity
Book value per share— year-end
Markei price per share —year-end

Financial Data
Revenues
Elecine
Gas
Diversified activities
Total
Net income
Earmings apphicable to common stock
Assets
Uiy
Diversified
Totst
Unisty construction expenditures
BGE investment i Consteliaton
Companies

Utitity System Data
Electnc system sales— megawan -hours
Cas sales —dekatherms
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Chairman’'s Letter to Shareholders

We're Committed to Remaining

YOUR BEST INVESTMENT

Choice

In 1994, BGE made solid progress in a rapidly changing energy industry. We took
’

aggressive steps to improve our cost structure. We 're revitalizing virtually every part of

our business to support our mission.: achieving complete customer satisfaction by
providing superior energy products and services. And we successfully countered owr

i J I/ .
competition s every move by giving our customers a better value for their energy dollars

Still, the true test of our abilities will come in the next few vears as federal and state

That's the crux of my message

regulatory changes reshape our industry to share with

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

’
E8t investiment ¢ Notce

hen I look back over the past few * We made excellent strides in improving

years, I'm dehighted by how far our cost structure by reducing operating
we've come. and how fast. In a

Ed Crooke

BGE's President and Chief Operating Officer

and maintenance costs 6 percent below

letter that follows this one 93 levels

* We downsized our labor force about

sseribes our 1994 ac — s ' arnate . )
describes our 1994 accomplishments at greater I3 percent through special retirement,

weth. Let me gi ¢ & few highlights ‘
length. Let me give you a few highligh severance, and career-assistance programs

4 eaching our lowest emplovment level
¢ Common-stock earmings increased by reacning our lowg T«||Il‘ yment level

$16 million, or 6 percent, over 1993, as

weather last winter ¢ And earnings from our Constellation

iseasonably mild temperatures subsidianes increased 16 percent over 1993

in fate summer and fai

Last year was not without its disappointments

* BGE increg its annual dividend last

though. Fear of the unknown—namely, how the

spring 4 nt 91 e. the first
Pring 5 percent per Wre, e | elecinc industry will handle compett
utility to do so after two other large utiities } ¢ .
URHRY B ner large uti combined with rising interest rates 1o cause our

ut chividends deepl i " ’ .
. hividends de stock price to decline by nearly 13 percent. This

¢ Our people and systems performed excep

!

was not too bad, however, compared to the Dow

tionally well throughout an incredibly harsh Jones Utility Average, which dropped almost

winter that shattered demand records for percent

both gas and electricity

New Regulations Transform Gas Business
* We added more than 9.500 new gas

a Ihe regulatory changes we're experiencing on

customers and 160 miles of new gas mains the electric side of our business are similar o

\ » | » | | ] % ) .y = r . e » 1 sTE] p 0 1 »
exceeding 1993°s growth by over 50 percent those we' ve expenenced 1in the natural gas

Christian H. Poindexter

BGE Stock Fares
Better Than Market

Rising intere
nd uncertamiy over
industry competiticn
combined 1o cause the
value of electric stocks
to decline in 1994
BGE s stock fared rela
ety x:luv howe ¢!
decreasing Just under
/3 percent That was
much better than the
ones Unlin

hich 1




industry over the past decade. The efforts of
the Federal Energy Regulatory Commission
(FERC) to stimulate competition in the gas
industry culminated in Order 636, which
unbundled gas-service elements. Now gas users
have an array of purchasing, transportation
brokering, and storage options from which to
choose. These options are intended to minimize

gas costs while maintaining the rehiability of

gas sources

Before Order 636, we bought gas primarily
irom the pipelines. Now BGE and other local
distribution companies buy gas directly from
several suppliers and arrange separately for
transportation and storage. BGE's large gas

customers are arranging for their own supplies

contracting with us for transporta

Although the '\1.\'_\ land

t0o, and arg
ton to thetr facihties
Public Service Commuission (PSCO) is still inves
tigating options for reforming the state s gas
regulation, BGE 1s now beginning to take
advantage of new growth opportunities made
available by deregulation, such as the gas

brokering market

Electric Regulatory Changes Ahead
Over the past two years, FERC has been
carrying out the basic tenets of the Energy

Act of 1992 It

Policy top priority is to
promolte efficiency by ensuring a competitive
bulk power market through equal access t«

N

utithity transmission systems. Last November

FERC also bega

examining the role of power

pooling and electric utility restructuring in an

era ol increased competition

State regulators are moving just as guickly t

redefine the electric energy market. Last

September, Maryland’s PSC announced it

would hold t consider

electric utility restructuring, the impact of
competitton, and regulatory reform. In its 188ue
paper called “New Directions in Energy
k\‘;'ui.llu'l!\ !ll( PS( A.Ih?"'l.t'; {\\"“-‘?‘ln’

scenanos ranging trom hmited to tull compets

The PS( plans to issue a general

January 17
policy statement in June of 1995 on changes

recommended for Marviand’s electric industry

BGE Responds to PSC inquiry
| welcome the PS(

S examination into ¢lectric
utihity regulation as an important step toward
reducing the uncertainty in the financia

markets. As we told the PSC in our re pon
Wi ‘\:‘1';. ve there are only 1w

alternatives tor the course that regulatio

should take in Maryland

Under the first altemative. whi

embodi

the market for electric generation 1s opened up

I'his wall allow utihities and independent POW
producers to offer their generating ¢z acity 1

1 1

10cal utnhues, and utithity customers 1O continug

A VT

have to think like a

) e competitive, You

: )
ipetiior SUVS ,Ir,;,u./

Manager Pete Buote, right

on

ho oversees the constri
I 7e) (NIaL vi'd f“: XiD/¢
nlant BG butlding at i
Perrymian site to meet peak
lemcne We ve kept the
sreanization small. t)
1 ntat LEAr, an

en the builder mcer
1o reduce avs Bu
sHown » roject Controd
\dministrator Ron Ballance
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THS SCCohU aliernative 18 1o ailow retail compe
titon, under which all customers could choose
thewr generation suppliers. Generation would be
fully competiiive without rate regulation: trans
mission and distribution would continue to b
regulated. This option would require a dramatic

change in the way we're regulated currently
b ¢ b

can’t wait for FERC and the

belore we

Unfortunately, we

PSC 1o define the future start

preparing for it. To make sure we're ready for

any eventuality, we're planning along two

separate paths

T'he first path extends decisions we made in

early 1994, It assumes that keeping our genera
tion and distribution businesses within a single
company is still our best option. We'd continug

operating as a combination gas and electric

utility while looking to increase revenues from
nontraditional

sources. The second planning path

will prepare us to separate into individual busi
nesses 1f regulators decide unbundling electric

services 1s in the best interests of consumers

Our current transmission system and pooling

arrangement probably will

PSC chooses

change no matter

what scenano the although 1t

wiil continue to be federally regulated. A

team of BGH cmpioyees 1s at VOrk wi

tollowing objectives: deve 1op a st

t harm reliabilit

A i‘ YONT

retun MY OUr 1mnmves
interests of BGH

are represented

!

Distribution Remains Key Strategic Asset
dless of why path we ultimately take
0 mainta
the electric and ga
theretore
and services

distribution |

BGE Gas Prices

Well Below Average

‘Battiore

Waskington, M€

Cras business ¢

YIon |

of BG:

I K€Y
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ewemeni

QOur

quality of service, we created dedicated teams of
employees to serve the needs of specific
customer groups—tor exampie, large industnals
hospitals, schools, and government agencies
We're developing a marketing strategy that first
identifies customers with the most revenue
potential. Next, we will establish quantifiable
marketing and sales plans that include complete
portfolios of products, services, and price offer
ings for vanous customer segments. And we're
strengtheming our team by filling certain critical
marketing positions with people who have

successtul track records in competitive industries

Expansion of our gas business is a key element

of our marketing <‘rategy as well. We now
serve about 30 percent of our electric service
territory with gas, leaving room for significant
growth. Our residential gas prices average
about 20 percent less than those of nearby local
distribution companies, giving us a strong
advantage. And customers are requesting gas
for both home and business use because it's
clean, affordable, and dependable. Our ultimate
goal 1s to reposiion ourselves as a full-service

energy company that i1s the provider of choice

Controlling Costs Is Very important
No matter what FERC and the PS(

decide, we have already seen the beginnings of
['hat’s

why we will continue to reduce our operating

ultimately

price competition in the electric market

maintenance, and capital expenditures and

have set aggressive targets to reduce total

generalion Costs

Investment rating agencies are also giving far

more weight to generation costs when judging

utilities” financial health. They believe utilities
with low-cost generation will maintain or even
improve their credit ratings because they 're
better able to keep ¢id customers and attract
new ones. The agencies are also paying close
attention to the percentage of revenues a utility
cerves from industrial sales, reasoning that
venues are most vulnerable to competi

he percentage. the better




On both counts, BGE looks good. Our average
industrial rate is more than 20 percent below
the regional av erage And BGE's reliance on
industrial sales is among the lowest in the Mid
Atlantic region. In fact, industrial customers
provided only 10 percent of BGE's total ele
tnc system revenues in 1994, Two other factors
also improve our competitive position: We
have no mumicipal utilities or other large
wholesale customers within our service terr
tory, and we don’t have to incur heavy capital

expenses to meet Clean Air Act requirements

Diversified dvsinesses Build Customer Value
Our diversitied businesses will continue to
provide profit opportunities, but with one
important difference. In 1994, we adopted

a4 Synergistic approach 1o total customer

service. The combined talents of BGE and
Constellation Holdings developed a proposal
that includes a 10-year contract with the Johns
Hopkins Hospital and University, one of our
largest customers. The proposal, which will be
finalized in early 1995, addresses some of
Hopkins' key energy and real estate needs in
return for a long-term commitment. The
Hopkins proposal includes a long-terin eng rgy
supply contract, building construction, and

CNergy systems management

H\ \ILE(‘* \’\H(&j!&j_‘ Closeiy with H( rl 1O

Support the ulitity s exi ?’H_; customers, the
Constellaton Companies will continue to
pursue thewr individual objectives, Constellation
Fne rgy is takimg action to turther enhance the

profitability of its 24 wholesale power project

while ¢ xplornng growth opportunities in North

and South America. Constellation Real Estate

Crroup will continue to reduce real estate assets

by selling fully mature projects at reasonable

The company also plans to add 15 or

more assisted-hiving facilities for sentors

Our newly formed BGE Home Products &
Services subsidiary will also enhance our
ibility to be a full-service energy company

Although we

been in the apphance and

targets and
competitive
strategies
support

this goal.”

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

BGE Home Products & Services effective

fanuary 1, 1995

We'll Remain a Yield-Oriented Investment
By voting last May to increase our dividend,
BGE's Board of Directors showed its confi
dence in BGE's financial strength, flexibility,
and competitive position. But we also wanted
to send a clear message 1o our investors: We
plan to remain the yield-oriented equity invest
ment we have always been. All our long-term
financial targets and competitive strategies

support this goal

Now more than ever, success 18 in our own
hands. We will continue to respond to our new
businass environment in ways that enable us to
produce higher earnings that will support divi-
dend growth. This no doubt influencad your
initial decision to invest in BGE, and I hope it
will continue to do so. We're committed to
proy nkl:u‘\" even f'?\_'hk‘f levels of customer
satisfaction and service reliability. And as we
reach that goal, you, our investors, will share

in the rewards

I thank vou for your continued confidence

n “(ll

/5

ol

Christian H. Poindexter
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President’s Letter to Shareholders

We're Earning Our

CUSTOMERS® CONFIDENCE

Every Day

In years past, we measured our success with statistics on the nuts and bolts of running a
utility. Kilowatt-hours and dekatherms sold. Degree-days and system upgrades. Plants

under construction and rate cases under review

In 1995, these traditional measures of operating performance are not sufficient. What

counts even more ioday is our ability to earn our customers ' confidence—-day in, day out

In a competitive market, combination companies have an inherent advantage. We can
offer our customers one-stop shopping for energy products and services, an important

distinction at a time when customers are discovering they have options

Edward A. Crooke

¢ must be adamant about 1denti more Kilowatt-hour output from less resource
. fying and delivering services that input in the power production process. Last

BGE Generation : " . T fossil bl 1 ' o

meet our customers needs at year our 10ss1 plants decreased their average
Costs Decrease Y v I ¢
Faster Than Region's means meeting several criteria that directly and unit cost of power generation by over

nis per Kilowatt-How indirectly benefit our customers and strengthen 10 percent. And we are creating a more
our relationship with them flexible and efficient fossil work force by cross

training plant personnel to perform a full range

Our Financial and
Competitive Position Improved

In 1994, our strategies drew votes of confi

of operations and maintenance work

In 1994, we reduced nucleai generation Costs
» i » 3 ! iy 1Y nt » » | 3 ]
dence from the financial community. Several by 14 percent over 1993, In the year ahead, we
ost ‘nt PR 1T ( . ) 2o it ; J ’
investment agencies improved BGE's credi will strive to shorten our nuclear outages and to

utlool Ing th renot rf 4 | -
outlook, citing the strength of our financia reduce operating costs, as well as explore the

. [§ > FOTESS COS t o
performance and aggressive cost cutting. We benefits of renewing the operating licenses of
S o d «d rating and s tenat ts b - ;
. FIMA reduced operating and maintenance costs b) Calvert Chifs’ two nuclear units due to expire
45 milhion and held the line on construction in 2014 and 2016
Chew dhe s g expenditures. In 1995, we plan to reduce
{ rine past inree '

¢ " ithougt L AWATENESS 1S NOW nart of i
vears. BGE has tuker construction expenditures by $100 mitlion AIROugh Cost awaroness is BOW & parl of owt
datly operations, we are guarding against

aggressive steps k or << percent |
overzealous cost cutting. We will not sacrifice
reduce 1ol enet
Since generation s the area of our business our long-term abihity to deliver supenor
fton cosis eI . s ¢ pel
! tn ) diit] » Are ' Of "
bl oo most at nsk to competition, we are focusing on customer service by focusing strictly on short
that have caused those enhancing the price competitiveness of our elec term savings. Going forward, we will
. R s nilant his 1l v - gp—
- Beoian tric generating plants. This will require us to get emphasize reducing costs primarily through
much faster thar productivity gains RIADR
PIM ave [




We Sharpened Our Customer Focus

Because customer service is a op prionty, we

must move beyond simply supplying gas and

electnenty. Last yvear, we countered every

competitive proposal by offering a superior

» ['.l\ kq‘,'(' of [‘T‘bll.h ts and services \\( )I'v.lluf d
partnership to build a district chilled-water
system that will supply air conditioning to
groups ol office butldings. And we offered ous
customers a full range of services for their
energy tacithties trom construction to operation

ind mamtenance contracts

We also greatly advanced our efforts to bring

natural gas within reach of many morg

customer \\; created a s parate gas division
made up of three departments to manage every
Laccl I Eas expansion operatons pranning
as well as engineering and construction. We are
targeting considerable capital for main exten

SIONS 1O areas torecastung high growth. Along

As Chns mentioned in hus letter, late last vear
Rt the PSC approved our entry into the ga
ing business, Untl now. BGE only
tiered transportation services to its delivery
ervice customers from their gas suppliers

\\‘:;f s ‘vm»b\i,';' LhoOse

customers now have

the option of purchasing brokered gas from
BGE. Brokerning also gives us the pportunity
1O earn a prohit on our ability to provide th
v Pric ery I'he key 1 UCCESS |
! 3] ) W D¢ Oour ami 1O put ) ther
O packages that b M I
N " A During the winter of '93-'94, a seemingly endless succession of intense
ISLOMerns needs and buying preferences

rms hit the Baltimore area. Beginning on Christmas and endine in earl

Last Winter Redefined Customer Service Mar

Ch. the extrems 1 Groke tomig-standing demand recorvds tor bott

o Cit(
Last winter forever changed our understanding tricity and gas. During that time, BGE emplovees saw just about evervthins
of customer service. From Christmas 93 1« frozen ¢oxi o5 1re shattering under the weight of ice: a baby born in an
early March of '94, BGE bautled its way through wtomobile; rair £ now, 1ce. and lightning in the same storm: and

O

ervice calls




gontact with—fuel, lubricants, and fuel lines

Our problems were compounded by icy road
rail lines, and waterways that greatly slowed oil

and coal shipments to our power plants

On January 18, the PIM (Pennsylvania-New
Jersey-Maryland) Interconnection, a power
pool of eight Mid-Atlantic electric comparaes
hit a new all-time winter electric peak of
41,350 megawatts, While the PIM system s
capacity is 55,000 megawatts, only 40,006

megawatts were available during the peak hour
' : 3 : [ ‘ /!’ /’l')-&' I{(;.’ won

]
J /
the ;.'nt’t..l/u.,’.'r

because of several planned and unplanned

¢S t I ¢ following m %) 4 ;
Outage At 8 a.m. the following morning, BGE \ward for superior

. ) | "y » ‘ » i 1ot 7 » 0y »
set an all-time electric peak demand 17 percent customer service from

higher than our previous winter record the American Gas

\ssociation and
The PJIM companies had no choice but to
Edison Electric

begin emergency measures, Load management

Institute. Two davs

wograms were activitated across the entire
I " ; . - sepe dafter an arctic cold

S\ 'm. ( mers were asked to 1 ’ /
stem. Custome vere asked to reduce I 38 Sew dimnnd

energy consumption, and controlled rotating records last January

outages were initiated throughout the PIM to BGE created a Severe

protect the integrity of the system. BGE's share Weather Payvment

of the outages was activated for about four Option that gave

hours out of a six-hour pertod. They averaged customers the ability

g n ——
between S and 10 muinutes each and aftected o spread payment of

- . wmnuary bills
15,000 to 45,000 customers at a clip their January bill
wer several months
On the gas side of our business, it was a record without additional
seting week as well. On January 19, we charees. About

surpassed a 12-vear demand record for natural 14,000 customers

gas by 10 Perect During that week, new daily

sendout records were set
plant established new production records, while
our propane air plant achieved a remarkable

91 percent rated capacity f.ve out of seven davs

that week

hanks to the ureless dedication of BGE's
Both our electne and gas s

In the wake of

k‘illé!l:*\','\
withstood the winter strair
some of the worst weather our region has ever
CXPENIEeIC ed, our "Hl{" wees demonstrated the
attributes that set them apart: absolute compe
unwavenng dedication to

ency under n

markable capacity for helping

others. Even more impressive, our employees
worked through these crises with no significant
personal injuries or motor vehicle accidents

while on the job

Investing Yoday For Better Service Tomorrow
I'he storms reaffirmed what we've always
known: To our customers, there's no substitute
for reliable service. And although competition
will inttially focus on price, what will deter-
mine long-term success will be our ability to
deliver the right combination of price and
service. We have developed an aggressive
program to improve our distribution system,
mainly through a strong focus on preventive
maintenance—improvements designed to
reduce by half the number of sustained
customer outages over the next four years. On
the transmission side of our business, last year
we improved system stability and access to
power outside our service territory by
completing the last leg of the 500-kilovolt

transmission loop around Washington, D.C

We Have an Enduring Tradition

I said in my introduction to this letter that we
see success as the ability to maintatn customer
confidence. We have a unique advantage
meeting that goal because we have an enduring
tradition of quality people, products, and
services, This tradition has never been more
strongly tested or performed so well as in 1994
i

! want to thank our employees for their extraor

dinary efforts over the past yea

You'll learn more about our accomplishments
and plans for the future in the pages

that follow

(/)\ ‘;\\,‘ / ‘ j
C / L;}

(

{
8

Edward A. Crooke

President and Chief U;n rating Officer

February 10, 1995




a Glance

Products and Markets Key 1994 Resuits

* Owns and operates 10 generating plants, including * Decreased fossil generation costs by 10 percent and
two units at Calvert Cliffs Nuclear Power Plant nuclear generation costs by 14 percent below 1993

N Pp y e ( o ( N ¢ . y . .
(CCNPP); is part owner of Keystone, Conemaugh, * Signed BGE's largest customer, Bethlehem Steel, to a
and Safe Harbor generating plants in Pennsylvania; 10-vear contract

manages electric assets of $6 billion R
p * Signed agreement with PECC Energy Company to

* Provides electricity and related services to purchase 140 megawatts (MW) of electricity for 25 years

over | million customers in 2,300-square-tnile

* Increased system stability and access to power from

outside cur service territory by completing last leg of
* ' ) vi » . a .

* Belongs to PJM (Pennsylvania-New Jersey S00-kV transmission loop around Washington, D.(

Maryland) Interconnection, a power pool of eight

Mid-Atlant.. ~ompanies that provides reliability

and the cpportunity 1o bulk power sales

service termtory in Central Maryland

* On January 19, set all-time hourly peak demand record
of 6,077 MW of electricity—a 17 percent increase over
the previous winter high

* Provides residential storage and distribution as * Launched aggressive expansion plan to increase gas sales
well as commer elivery through two gas plants | DR
\!‘ 18 commercial del ‘: thire ‘IL' " 0 gas plan * Secured PSC approval to offer gas-brokering service to

é U gate st S 1n and C rmore
and 10 gate stations in and around Balt:more large gas customers
* Serves nearly 550,000 customers in
el N ' * Installed 161 miles of gas main, ar 80 percent increase
617 -mile service ter 1 [
I 7-square-mile service territory over 1993 growth

* Acts as gas broker for large industrial and * Added 9,500 new gas customers, a 50 percent increase

commercial customers, which requires locating, over 1963 growth

buying. and transmitting gas
* On January 19, set all-time record for daily sendout of

natural gas at 762,000 dekatherms—a 10 percent increase
over the previous high

* Constellation Holdings, Inc. (CHI) consists of three ¢ CHI partnered with BGE in a proposal to provide Johns
businesses contributing to BGE profits and objectives  Hopkins Hospital and University with research facility

. i » |l anere » > 8 ny " B
« Constellation Energy, Inc. (CEI) develops, owns, and central energy services, including construction and

and operates 24 wholesale power projects in the U.S,,  ©ngoing building and energy services management; the

and holds operations and maintenance contracts in proposal will be finalized in early 1995

14 other plants * CEl's wholesale power projects had a solid operating
* Constellation Real Estate Group, Inc. (CREG) year, particularly the company’s coal- and

develops, owns, and operates commercial properties wood-fueled plants
¢ Constellation Investments, Inc. (CII) provides * CREG sold, at a profit, two shopping centers and one

current income from investments in securities office building; increased occupancy rate on all developed

, bt ‘b Gl b
partnerships, and financial services companies properties to 94 percent

BGE Home Products * Provides revenue growth opportunities in markets * Created new subsidiary, BGE Home Products &
& Sorvices relating to core gas and electric businesses Services, Inc. (HPS) in July 1994
ORI ; * Markets home appliances, electronics, replacement * Defeated legislative challenge to BGE's right to expand
% windows and doors, Kitchen h‘llhvd\‘lnn}i installation into nonregulated markets
of commercial and residential heating and air
Hl ; - : | pi 'hd v * Acquired Maryland Environmental Systems, Inc.. a
conditioning systems, and plumbing services :
T XY IOV, NI PINERENE SEEVIOS company specializing in installation and service of
* Operates 11 retail stores throughout service territory commercial and residential heating, air conditioning
f nl ¥ y
* Provides renair service and offers service contracts and plumbing
for apphiances, electronics, and heating and cooling

equipment




in the industry

What's Ahead

Sales of Electricity
{ Bitlions of Kiloweanr-Haowrs)

s

it

195 1991 1992 1993 108

2>

-

*» The Federai Energy Regulatory Commissi n
(FERC) opened inquiry on issues relating t . power
pooling and utility restructuring

+ California’s Fublic Utility Commission proposes
open access for all electric customers by 2002

* Maryland Public Service Commuission (PSC)
begins process of examining regulatory reform

for Maryland utilities; a general policy order is
expected in mid- 1995

4 BGE's electric system sales of 27.5 billion kWh

* Reduce generation costs and improve system
efficiency to reposition BGE as one of the lowest
priced PIM companies by 1998

* Prepare for possibility of retail competition

by developing a plan to unbundle generation,
transmission, and distribution capabilities

*» Expand real-time pricing and off-site
meter-reading pilot programs

* Evaluate benefits of renewing operating censes
of CCNPP's two nuclear units that will expire in
2014 and 2016

. Rosdennal were a 2.5 percent increase over 1993
- el
e Industral
Sales of Gas i s e
[Millions of Dekatherms) * FERC recommends more open access 1o gas » Expand gas distribution system to areas of high
50 distribution systems, creates electronic bulletin board  residential growth
Z system for supply and pricing transfer * Route gas ~1ains 1o increase conversions from
* Gas Industry Standards Foard created to govern other fuels
w0 transactions in deregulatec marketplace * Seek opportunities (o expand territory
¥ + East Coast Natural Gas Co-op formed to enhance + Expand gas-brokering business

0
19960 1991 1992 19 1
e Revidential
- ommeroal
s Induernal

regional service and supply reliability

* PSC releases draft recommendations for further
unbundling of gas services in Maryland

4 BGE's overall gas sales Increased 1 percent in 1994,

Including a 4 percent increase in sales to industrial
customersy

* Further unbundling of gas services expected
in late 1995

Baltimore Area
Commercial Ottice Occupancy
(% Leased)

10%

e
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NnrE

o

o
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B Constellanon Real Bstate Group

wam Badumore Metropotitan Average

« The expansion of wholesale power business
increases opportunities for utilities to use energy
expertise through nonregulated power subsidiaries

* International energy markets provide growth
opportunity for U.S. utilities

+ Demand for senior-living facilities accelerates
as significant portion of population approaches
retirement age

* Economic trends point to upswing in real estate
market

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

Home Products & Services
Sales Mix

N Appliance and Electromes Sales
W Applance Service
- Kichen Rewwodeling

* CHI will continue to partner with utility to retain
existing customers and attract new ones to BGE's
service territory

* CREG will continue to reduce existing real estate
assets, expand service business, and invest in select,
profitable new projects

» CEI wili continue to develop, own. and operate
energy supply projects in the U.S., while exploring
growth opportunities in North and South America

+ Constellation will further expand in the senior
living area with emphasis on the development,
ownership, and operation of assisted-living facilities
in the Mid-Atlantic region

¢« General upswing in retail growth continues

¢+ Growth in consumer sales 1s due to new product
mtroductions and increased emphasis on larger
stores with broader product selections

« In 1994, 66 percent of HPS sales were in major
appliances and electronics sales, 31 percent in appli-
ance service, and 2 percent in kitchen remodeling

* Position HPS to increase market share

* Locate new retail stores in areas forecasting high
residential growth

* Capture a significant share of the untapped market
for heat pump and air-condationing service contracts



BGE

CUSTOMER SERVICE

Still Your Best Choice

Because

Is a Top Priority

“Ten vears ago, customer service was red ting to what customers

said they needed,

Customer Service & Distribution. “Today, we've taken steps to
stay ahead in a competitive market so we can provide service

IHI[‘N'H‘NI(‘N/\ b fore customers have to (I\/\

n 1994, we reorganized the areas of our
business that directly serve our customers
to meet their needs better. We consolidated

our customer service and distribution areas and
reorgant zed our Marketing & Sales Division. We
divided our customers into categories accord ing
to the market segments they belonged to—for
example, hospitals, schools, county governments,

and large industrial users. Then we assigned

account representatives to each segment. By

focusing on customer segments, we're i"'l‘u"?i.i‘

1Zing our service and getting to know our

ustomers' businesses as well

Maximizing Our Employee Advantage
In 1994, BGE customer surveys confirmed
what we already knew——our employees are one
of our greatest resources. We want to develop

that resource even more to strengthen our

cust mer service efforts. We have improved
tratming and qualifications for account represen
tatives, linked compensation to performance,

and empowered employees to take immediate

actions to satisfy customers. In addition

BGE executives meet regularly with our top

industrial customers to gain a better under

standing ot their business and service needs

says Tom Brady, BGE's

Vice President of

Service Customers
Can Rely On

After price, service relia
bility is our customers’
highest priority. One way
we have responded to this need is by
investigating every opportunity to enhance

the reliability of our electric systems, including

de\eloping new technologies

in 19v4, BGE created Silicon Power Networks
General Parinership, a partnership that is
developing a new switch that will virtually
eliminate the time it takes a large company's
backup electric system to restart after a power
This switch is being field tested

Inile IHI]\(I‘H!

this vear

I'he n\'lmf‘?h(v\ of our electric distribution
system 18 alco a prionity. In 1994, a team of
employees was asked to identify distribution
,"T“f‘lx‘if,\ and dk‘\t‘l‘-\P a long-term, cost
effective plan to improve system reliability
The Genesis team, as it is called, has recom
mended a number of improvements that are
expected 1 » sustained customer outages

by near percent over the next four vears

A BGE's off-site meter

reading project calls

for a phased-in installa
tion of 200000 radic
equipped gas and
electric meters o
collect dara without
EnLenng Customers

homes or businesses

10 the customer, this
IREANSs a maore accurale
bill. To BGE

better efficiency

il means
SAavs
Meter Reading Trainer
Marilyn Gordon, shown
here with Meter Installer
Andy l!/’,"( I Last vear
we replaced 85,00X)
meters with only one
billing problem. We 're
prowud of that record,’

]
/

nnet I
Ppett savs




A Reliability is key for iarge industrial customers. A momentary power drop can halt

critical processes and incur huge costs. In a partership with Silicon Power Corp

(SPCO), BGE is developing and testing a prototyg vice to address the problem

The solid-state switch safely allows commercial mers to switch to backup
power sources instantaneously, " says Walt Mendenhall, BGE's Chief Flectrica
Designer on the project, center, with SPCO’s Harshad Mehta, CEQ and President,
left, ond John Schwartzenberg, SPCO's chief engineer

The switch is a good example of how improving customer service can also lead to

new revenue sources. Severe! laee industrial customers, as well as other utilities,

have already expressed interest in the switch

P Providing superior custome’ service is the job of the more than 8, 100 BGE and
subsidiary employees. Efforts to improve our customer service include moving our
emplovees closer to the front lines of service by improving training and empowering

workers 1o take actions to meet customer needs on the spot




A Improving the way we work was an important sart of BGE's efforts to reduce

costs in 1994. A good example was Calvert Cliffs' saltwater pipe replacement

project, a critical component of 1994’s Unit One refueling outage. The project,
which broughi o~ her emplovees of BGE's Mobile Maintenance Force and

Calvert Cliffc Nuclear Power Plant, was a tremendous success

“Throwugh thorough pre-planning, outstanding teamwork, and a commitment to

safety, the project team replaced a crucial piping system ahead of schedule and
well under budget, saving millions of dollars.” says Senior Engineer Ken Boone
yome project team members shown from ieft front, are / ’l/u/ Cuba l."l\f

v Hatch. Standing are Wavne Bodnar Ken Boone

A Telmanowski

Chris Davenport, and




BGE:

Still

Your Best Choice

Because

COST AWARENESS

Is Keeping Us Competitively Priced

“In a competitive environment, customers want the best value for
their monev, and that creates an obligation for businesses to be
aware of their costs,” says Chuck Shivery, BGE's Chief Financial
Officer. “This is not a new idea for BGE. The changing market has

prompted vs to continuously find more effective ways to work.”

ast year's annual report outlined our
actions to reduce costs by using
resources more effectively. That
meant studying every function in the company
to eliminate those not contributing to BGE's
mission: to achieve complete customer
satisfaction by providing superior energy

products and services

Those initiatives have produced tangible
results. In 1994, we reduced our operating and
maintenance expenses more than $45 miilion
from 1993, a 6 percent decrease. We've also
projected a $100 million—or 22 percent
decrease in construction expenditures in 1995,
and have concentrated our capital spending on
transmission and distribution system upgrades
Mareover, we set ag gressive cost-reduction
targets to position BGE among the lowest

priced regional utilities in generating cost

We're Generating at Lower Costs
Competitive success means owning or having
access to the lowest cost sources of energy
One strategy to achieve low-cost generation is
to avoid building new plants. We're investi
gaung ways to meet projected increases

in electric demand without new construction

We'n making greater
use ¢/ purchased power
contracts to meet long-
term demand, and we're
taking steps to get
maximum value from
our existing plants. In particular, we're looking
into the feasibility of renewing the operating
licenses of the Calvert Clifts Nuclear Power

lant units due to expire in 2014 and 2016

Exploring New Opportunities for Efficiency
Cost awareness is leading us to explore new
systems and technologies that help us remain

competitively pnced

An example is our Business Information
System, which will incorporate the latest
computer technology to support our financial
planning and budgeting, cost control. and
procurement processes. When complete in
1996, the Business Information System will
provide BGE with timely, more detailed data

about the costs and profitability of our produg

$
and services. And that will help us make

better-informed decisions

A As BGE explored how

o operdte more competi

tively, our Printing
Services Unit set out to
prove it could beat any
outside printer’s prices

In a highly competitive
r‘7i11l/l’1L' Process, we won
the contract against some
of the biggest and best
printing firms in the
region,” savs Supervisor
Dan Kovalsky, left, shown
with Printing Production
Coordinator Glen
Talmadyge, center, and
Printing Estimator/
Coordinaror Kevin
Matthews. " Even owr
competitors acknowledge
our shop’s quality work
and high efficiency,’
Savs A"~(IJI\L'|



BGE:

Because We're Bringing Customers

Still

Your Best Choice

PRODUCTS AND SERVICES
They Need and Want

“We've redefined ourselves to get in front of the competitive
market,” savs Steve Wood, BGE s Vice President of Marketing &

Sales. “We're not looking to be one thing to all customers. We're

working to be a total energy company

GE's Marketing and Sales Division is
helping transform BGE from a steady

supphier of a few energy forms to a
company cagable of meeting any cnergy need

with diverse products and services

Last year, we brought in a marketing consulting
firm to help us develop a wue customer-driven
marketing approach. With the firm’s assistance
we reorganized our marketing and sales func
tons and created a new marketing plan, The
result is a streamlined organization that is leading

BGE's transition to a total energy company

Offering Flexibie Packages of

Products and Services

A key part of our marketing approach is to offer
flexible products and services. We've grouped
all our products and services into packages or

enargy options that can be customized 1o meet

the needs of large and small customer

Our Energy Supply Options consist of our core
products of full-service electnic and gas. This
package also expands our energy options with
less traditional offerings, such as on-site genera
tion and a new district chitfed-water cooling
option, Our district chilled-water partnership will
offer businesses an energy-efficient cooling
system supplied from a central plent operated

by “( l*

Our Lifestyle and
Process Options
consist of energy
choices, such as heat
pump servicing, appli
ance sales, and fuel-conversion programs
Project and Maintenance Options include
project design and construction for residential
and commercial customers, as well as appli
ance service and sales. And our Payment and
Financing Options consist of flexible financing
alternatives, such as budget billing, energy
project financing, and financing installation of
energy-efficient lighting systems for industrial

and commercial customers

Reasponding With New Products
We're continually evaluating energy needs
and strategic opportunities to offer new

products and service

An exampie 1s the creation of our gas
brokering services in 1994, This business area
ofters gas customers the option of competi
tively purchasing their natural gas through
BGE. Under this option, we will arrange for
acquisition of natural gas and transportation
from BGE's connection points with interstate

pipelines to customers’ meters

A In a two-vear

BGE pilot program,
McCormick & Company,
Incorporated, the largest
spice company in the
world, is testing real-time
pricing, a rate system
that lets customers run
equipment more cost-effi-
ciently by scheduling
power use when electri

rates are low

“Reai-time pricing could
save McCormick as
much as $200,000 a
vear," savs BGE Senior
Engineer Anne Eisels
shown with McCormick
Industrial Engineer Pete
Petrossian. McCormick
plans to use real-time
pricing when operating
equipment in its blending

and packaging plants



& As part of BGE's efforts to provide a compiete portfolio ¢

energy prodicts and services, we are greatly « xpanding our gas

business. In the fall of 1994, the PSC approved BGE's plans to
enter the natural gas-brokering business, a new market

resulting from gas industry deregulation

‘For the first time, BGE is buving and selling vas as a
commaodity for its delivery-service customers, instead of simpl
acting as the carrier for gas delivery,” says Mary Madigan
Natural Ga arketer. shown in the company's gas

conirol room

4 In 1994, BGE responded to customers’ requests for gas for
both home and business use by installing 16] miles of new gas

v

main and adding more than 9.5 new customers




A Through a strong synerey between BGE and its Constellation

Holdings subsidiaries, the company proposed a 10-year. multi
million-dollar contract to Johns Hopkins Hospita! and University
that includes long-term energy supply, building construction, and
energy system management. Constellation Real Estate Group
President Rand Griffin, right, discusses the project with BGE's
Vice President of Markering & Sales Steve Wood and Hopkins

Vice President of Facilities Sally MacConnell

We 're working to develop tighter energy parterships with ow
customers and with BGE s subsidiaries to service those customers
Wood savs. “Whenever our customers think of energy, we want them

to think of BGF

¥ In 1994, BGE prepared to expand its hame appliance and
electronic sales and service businesses by creating a new subsidiary

BGE Home Products & Services

When [ 1alk to customers, | can see they feel good about dealing

with us because of our reputation. That's trist—something that
,/ wsn ! come in d ;"«w:’}'u‘x SCIVS //( anng /r { f.‘/m n /411/\ A’{ell\(
wm emplovee of the new subsidiar We 've built that trust over tim¢

It's one of the thines 1 like best about wearing this uniform




BGE:

Still Your Best Choice

Because Our

DIVERSIFIED BUSINESSES

Competition is changing the relationship between BGE and ity diversified businesses
by illuminating a combined strength that benefits both sides. " Competition is a
mwo-way street. While opening doors for others to compete in our territory, it opens

doors jor BGE and its subsidiaries,” savs Bruce Ambler. President and CEO of

BGE's Constellation Holdings

GE's diversified subsidianies, which are
grouped under Constellation Holdings
and BGE Home Products & Services

capitalize on opportunities tn nontraditional
areas such as wholesale powar projects, real
estate, financial investments, health services

and appliance sales and service contracts

Working Together for Success

Last year our Constellation Companies
worked with BGE to develop proposals based
on customer requivements and devised plans to
meet specific needs. A good example was the
proposal to provide energy and real estate
services to the Johns Hopkins Hospital and

University

BGE will construct a state-of-the-art ice storage

system and provide a new electrical supply
arrangement to meet Hopkins' energy savings
and reliability needs. Consteltation Energy has
proposed operating most of Hopkins' energy
systems. Consteflation Real Estate Group plans
to develop high quality research space for the
Johns Hopkins University. And BGE wili
continue to supply gas and electric service to
meet Hopkins™ expansion plans. The proposed

contract has a 10-year term

Diversified Businosses Are Pursuing Growth
Our diversified businesses are individaally
pursuing growth opportunities as well

Constellation Fnergy continues successtul

Add Value

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

pension plan and nuclear decommussioning fund

BGE Creates New Subsidiary

In 1994, we created the BGE Home Products &
Services subsidiary to oversee our 11 appliance
and home electronics centers, plus our gas

and electric appliance service business. In

December, Home Products & Services increased

its capabilities by purchasing Maryland
Environmental Systems, Inc. (MESI), a
successful local business providing service and
installation for heating, air conditioning, energy
management, plumbing and electnical systems
for residential, commercial, and industnal
customers. MESI's owner and l‘lk'\h.lk',!'.
Wilham H. Munn, was named President and
Chief Executive Officer of BGE Home Products

& Services effective Januarv 1, 1995

Bruce M. Ambler

“The combination
of BGE's utiliny
experience with

the subsidiaries’
experience in
nonregulated
markets gives us
a powerful
advantage,
especially in
retaining

customers.”



BGE:

Still Your Best Choice

Because We're

INVESTING IN THE FUTURE

of Our Communities

We view our community efforts as investments of company resources that
will pay dividends in the future. “We will work in areas that represent the
greatest community challenges—areas such as economic development,
environmental protection, energy conservation, and social issues,” says
Joe Tiernan, BGE's Vice President of Corporate Affairs. " Qur

objective is to help improve the quality of life and business in Marvland.’

ast year, BGE surveyed 5,000 Maryland
leaders, asking their opinions of
BGE’s communit<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>