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“Our strategy is to ensure steady long-term growth by providing
consumers with new choices in energy products and services.”

for thas proceeding, we do not
know when it wall be resoived.
In terins of ather rate issues,
1991 earnings reflect electric rate
ingreases effecove in December
1990, as well as the increase associ-
ated with Brandon Shores Unit 2
hemg placed in service in May
1991, It also reflects our purchase
of power, begimning in Octaber
1991, from Pennsylvania Power &
Laght Company’s Susquehanna
nuclear plant. On the gas side, the
Public Service Commisston of
Marvland authorized a $4 million
increase 10 our gas rates, beginning
October 1991, This represents a
| % increase inannual gas revenues.
Teward the middle of this

decade, Central Maryland will need
additional genervating capacity. The
question of how to supply that gen-

, erauon has become a far more

| complex issve than it used to be,
because we have more options to
tactor inte our integrated resource
plan. On the demand side,
improvements in technology mean
that conservation can play a grow-
ing role. We are commutted to
marketing conservation equipment

| aggressively and to working with

| the state and the community 1o
develap a comprehensive
conservation strategy. On the sup-
ply side, the opening of the power-
production business to a greater

number and variety of players

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

I want to add a word of caution
here, though, abaut the relanonship
of independent power projects and
utilities. Through our Canstellanon
Energy Group, we serve as an inde-
pendent power producer on the
national level. In fact, we see the
energy field as the primary focus for
Constellation’s future growth, As
pleased as [ am to see the growth of
the independent power market, I'm
also very aware that the utlity bears
the responsibility to provide reliable
service. That is why we proceed
cautiously when talking to indepen-
dent producers, Not every proposal
presented by a non-utility generator
is good for our customers. We look
for projects that meet our needs in
terms of timing, location, reliabilit, ,
and cost. If a third-party producer
can meet those needs, then we're
interested. That was the case with
the AES Corporation. We recently
signed a contract with them w
develop, construct, and operate a
300-megawart coal-fired plant in the
northern part of our territory.

It's still our job as a atility to
select the most cost-effective option
tor our customers. We will build a
plant ourselves, as we are doing with

our Perryman project in Harford
County, unless a third party better
meets our castomers’ needs. These
increased options give us greater
choice; they don't shift the burden
of respansibility.

Looking back on 1991 from a
COrparate perspective, it was, in most
ways, the kind of year | enjoy report-
ing. We complered a number of
important projects. We continued to
streamline and improve our organi-
zation. We strengthened our garn-
ings. Aithough the performance of
our Constellation subsidiaries as a
whole was disappointing, their
resules do correspond with the reces-
sionary economy. This is partien-
larly in line with a downturn in
certain financial investmerts and the
severely depressed real estate market
in the Baltimore-Washington area.
More important in terms of Constel-
lation’s ultimate direction, the
Energy Group continued to expand,
Although its 1991 results were lower
than we had hoped, this was caused
in part by a delay in the recognition
of incotne on certain projects that
will appear as 1992, rather than
1991, income. From our perspective
as both a unility and an independent
power producer, the energy business
has a bright fature.

The current economie slowdown,
however, means that it will take
longer for us to realize the growr™
we envision. Barring a repeat of last






O Corporate Profile

altimore Gas and Electric Company is an investor-owned company that combinges its core
utility business with diversified non-utility operations. As the first gas utility and one of

the first electric utilities in the United States, we have a long tradition of superior service

and reliability. Our utility strategy for the future focuses on maintaining both that tradition
and our position as one of the lowest-cost producers in the mid-Atlantic region. Our diversified
activities, under the direction of Constellation Holdings, are designed to provide meaningful earnings
support to the Company while allowing us to take advantage of new business opportunities that use
our expertise and experience, Constellation Holdings holds the stock of three companies that ave
involved in four lines of business: power generation projects, real estate development, senior living
and health care, and investments and financial services.

BNG, Inc., another wholly owned subsidiary of the Company, invests in natural gas reserves and
obtains gas from nontraditional sources.

['he Company and its wholly owned subsidiaries have more than 9,000 employees.

The BG&E utility service
area includes Baltimore
City and all or part of
nine Central Maryland
counties. The area served
with electricity approxi-
mates 2,300 square miles :
with 2,528,000 residents, E | e Baltimate
while the area served E Ciy
with gas includes 616
square miles with a
population ur 1,910,000

Territory served
0 with electricity

Territory served
with gas

’
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© Financial Review

s tarnings

The Company's earnings per share
for 1991 were $2.51, 2 $.41 increase
over the 1990 level of 82,10, Earn-

ings are suminarized as follows:

1991 1990

Unlity Operations.... $2.40  $1.92

Diversified

Business Activities... .11 A8
$2.51 %210

Utdlity

Utility earnings increased during
1991 as a result of increased sales
during the 1991 summer, due to
warmer weather as compared o
1990, and higher revenues trom the
electric base~rate increases autho-
rized by the Public Service Commus-
sion of Marvland (Maryland
Commission) in December 1990,
Warmer weather during the sumnmer
results in more demand for electric-
ity to power cooling systems, These
factors were partially oftset by
higher operations and maintenance
expenses, higher financing costs, and
warmer weather during the

heating season.

Drvessitied Bustmexs Activities
Farnings from diversified business
actvities, which primarily represemt
the operations of Constellation
Holdings, Inc. and irs subsidiaries
{collectively, the Constellation
Companies), decreased during
1991, This was due 1o lower earn-
ings from the financial investment
portfoho and the continued soft-
ness in the real estate market. In
1991, the Constellaton Companies
recorded a write-down of certain
financial investments and real estate
propernes, which resulted in 4 net
loss from current-year operations.
This loss was offser by the effect of
the change in the method of
accounting for income taxes
described on page 9. (See page 27
tor more details concerning Con-
stellation Companies earnings.)

* Common Stock Dividends
During 1991, common stock
dividends were declared at the
quarterly rare of §.325 per share,
equivalent to the annual rate of
$2.10 per share. BG&FE has paid
a cash dividend in each year
since 1910,

On January 17, 1992, the
Company's Board of Directors
authorized a three-for-two common
stock split subject to shareholder
approval of an increase in the
autharized number of common
shares from 100 million shares wo
175 million shares. If approved at
the annual meeting of shareholders
on April 15, 1992, shareholders of
record on April 23, 1992, will
receive one additional share of
common stock for each two shares
owned. The stock split is designed
1o adjust the price of a share of
BG&E common stock to a level
that makes it more attractive to a
broad hase of investors,

* Rate Matters

In addition to an immediate electric
base-rate increase of $77 million in
annual electric revenues, the Mary-
land Commission, in tts order dated
December 17, 1990, also authorized
a base-rate increase ~whon the 640-
megawatt Brandon Shores Unit 2
was placed into commercial service.
On May 28, the Company imple-
mented a $124 million annual elec-
tric base-rate increase that provided
tor a cash return on the investment
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@ Ltility Operations and Constellation Companies Review

* Utility
Eleerric Sales
Although electric sales to customers
in 1991 rose by 4.7%, this increase
represents @ surge in usage during
last summer’s record-breaking heat
Residential sales rose 8.8%, and
commercial and industrial sales
rose 2 1%, On July 23, we set six
new hourly peaks for electricity
consumption, finally reaching
5,910 megawarts at 6:00 p.m. This
tigure surpassed not anly our July
1994 peak, but alsa the peak set
four days earlier

Adjusted for the weather, 1991
electric sales reveal the effect of the
recession on our business. Overall
sales grew by less than 1%, Resi-
dential sales grew by only 2.2%.
Commerctal and industrial sales
increased marginally by 0.2%. Bar-
ring anather summer of record-
breaking weather, we expect only a
small increase in 1992 sales. We
are responding to the economic
downturn by concentrating on
improving productivity, quality,
and cost control.

Laeneration

Onr gencrating and transmission
systems allowed us to meet last
summer’s demand comfortably,
without using our Energy Manager
Program. The two key factars
behind that comfort margin were
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the Calvert Cliffs Nuclear Plant,
which operated at full power

most of the summer, and the new
Brandon Shores Unit 2. This
640-megawatt coal-fired unit
entered service in May on schedule
and within budget. Calvert Clifts
performed relisbly and safely: Our
people there exceeded 5 million
work-hours without a fost-nme
accident and set a plant record for
radiation safety.

During the periad in 1989-90
when Calvert Chiffs was Gut of ser-
vice, we relied heavily on fossi! units
built in the carly 1940s and "50s.
We are now in the process of
reviring the oldest of these units,
hecause itis not cost effective to
continue their long-term operation.
We retired Riverside Unat 1,
approximately 60 megawarts, in
October 1991, Riverside Uniws 2, 3,
and 5 (about 200 megawatts total)
wiil he retired by the end of 1993 as
will Units 3 and 4 at Westport.

Conservation

In April 1991, BG&E signed an
agreement with the Public Service
Commussion of Maryland, Office of
the People's Counsel, and customer
and environmental groups, estah-
lishing a collaborative process to
promote energy conservation. The
collaborative is addressing a range
of issues, including cost recovery

and incentives in demand-side
management programs, regulatory
policy, and program design, moni-
toring, and evaluation. We have
developed conservation programs
for all customer classes and filed
them with the Commission in
December for implementation in
1992, These and future programs
will blend with our menu of
demand-side options offered under
Conserve 2000, By the end of the
year 2000, we expect conservation
to reduce our summer peak load by
more than 750 megawatts,

Gas

Total gus sales increased less than
1% from 1990, reflecting both the
prevailing economy and mild win-
ter weather early in 1991, Residen-
rial sales increased 4.3%, while
commercial and industrial sales
decreased 1.7%. Over the short
term, gas sales wil. mirror eco-
nomic conditions, but as the decade
progresses and we pursue new
markets for gas, we expect
revenues will increase.

On the national tevel, the natu-
ral gas industry is in a period of
transition. The Federal Energy
Regulatory Commussion (FERC)
has issued a notice of proposed
rulemaking on gas-industry service
obligations that we see as adversely
atfecting the dependability of gas

o o
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in the plant and the recovery of
current annual operanng expenses.
At the same time, a $58 million
decrease in anne | electric fuel rate
revenues became effective, reflect-
ing estimated fuel savings from the
plant's operation.

The Maryland Commission also
authorized a surcharge 10 electric
base rates beginning on October 1,
1991, to provide tor the recovery of
$5% milhion of purchased capacity
costs that began at that time.

On Seprember 18, the Maryland
Commission issued an order adopt-
ing a settlement agreement that
had been formulated between
BGEE and intervening parties,
This concluded BG&E's gas base-
rate case filed on April 2, 1991,
Under this agreement, BG&F was
allowed to inerease gas hase rates ro
produce an addinonal $4 million in
annual gas revenues, effective with
service rendered beginning Octo-
ber 1, 1991, This represented a 1%
increase in annual gas rev nues,

* Lhange in Accounting
During 1991, the Company
adopted Statement of Financial
Accounting Standards No. 96
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(FASB 96), “Accounting for
Income Taxes.” This requires a
change in the method of account-
ing for income taxes. As a result of
adopting FASB 96, net income of
the Constellaton Companies
increased by $20 million, or $.23
per commaon share, This increase
reflects the reversal of that part of
the liability for future income taxes
that had been recorded in prior
vears at higher tax rates. Changes
in the utility’s liability for future
income taxes, as a result of this
change in accounting, did not affect
utility earnings. For a more detailed
discussion of FASH 96, see Note |
in the notes to consolidated finan-
cial statements on page 40.

¢ Utility

Construction Expenditures
During 1991, the unlity’s construc-
uon expenditures smounted to
$456 million, including $37 million
in Allowance for Funds Used
During Construction (AFC),
Construction expenditures for
electric facilities were $406 million,
and $50 million was spent on

gas facilities.

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

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

* Financing Matters

Unlity financing activities during
1991 consisted of issuing $241 mil-
lion of long-term debt, $35 million
of redeemable preference stock,
and $32 million of cominan stock.
During the year, retirements of
long-rerm debt totalled $3 16 mil-
lion, and $23 million of preterence
stock was redeemed.

During 1991, Constellation
Holdings, Inc. privately placed $93
million of debt with maturities of
four to six years, and $167 million
of long-term debt was repaid.
Financing matters are discussed in
more detail on page 29,
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We're helping lead the
way il conservation by
taking energy-efficiency
measures in our busirness
and encouraging cus
tomers to do the same
Conservation takes many

forms-from the design,

construetion, and.apera
tion of an-efficient
power plant like Bran
don Shores (left) 40 an
individual consumer’s
choice of light bult
(inset) Bh-mdun Shores’
two 640 -megawatt units
burn low-sulfurcoal
keeping the plant well
within government
mandated emissions
standards. New
“fluorescent lighting
technology allows
custamers 1o enjoy
optirmum lighting, while
réducing electrvt bills

-

Coal ash, a by productéf
coal écombuston, 5.4
recyclable resource; We
market it to the con
*struction industry for a
varigty of gses. The
_Bt;ir'\(ltiry Woads Energy
-~Business Park (above)
uses coal ash from our
Brartdon Shores plarits as
structural.fill







Od-megawutt ccal-fired Brandon
Shores Unit 2 began service in
spring 1991 it gave our “ustomers
cost-ettective power exactly when
they needed it To accomplish that
goal, we adjusted the plant’s sched-
ule vver a period of nearly two
decades, ultimately complenng the
project within budget. Independent
producers, on the ather hand, often
expect to deliver a completed plant
whether or nat load growth contin-
ues to warrant the addmonal
power. That 1s part of the reason
why we reserve the right to build
new capacity and why, when we
seek to purchase generation, we
choose partners who share our &
tomer onentation. Our Aexible
power-purchase contract with
Pennsylvania Power & Light Com-
pany ¢pitomizes our commitment
w providing ratepayers the lowest-
eost source of electricity while

ensuring reliability.

W Favar Voluntary

Transmusston Aceess

The development of the indepen-
dent power market depends on the
answer to the question of wha can
use utility transmission facilities.
V' have auctioned our excess
transmission capabibity in the past.
We are eager to offer transmission
service in the future, but only when
it does not interfere with our pri-

mary responsibility to provide

econnmical service to our cus-
tomiers. Congress is considering
legistation that would open trans-
aussion access to non-utility gener-
atars. As both a utility and an
independent producer, we helieve
voluntary access is the best way to
expand the market without sacrific-
ing either the reliability of the
nation's electrical system or the

hiest interests of our customers,

Conservation—We Arve Domg it Right
Advances in energy-efficient tech-
nalogy make 1t possibile for us to
expand our successtul demand-side
Management programs into a cam-
prehensive conservation effort
called Conserve 2000, The Maey-
land Puv o Service Comunission,
responding to widespread public
and governmental commitment to
conservation, is working with us

o compensate BGXE tor loss in
revenues. By finding a new solution
to providing a return on invest-
ment, enlightened regulation will
allow us to achieve the promise we
see In conservation.

We are participating in a collab-
oration of regulators, environmen-
tal groups, and customers, working
to identity and implement the most
effective conservation programs for
cur terricory. Although Conserve
2000 1s only a part of the rotal pic-
ture, it will play a vital role in our

long-term resource planning, We

We sell

during off-pe R
hours-—evenings and we 8-

at a reduced rate tn our time-of-use
customers because off-peak usage
helps with load management.
Smart House technology will make
it easy to get the most out of time-
of-use rates. But customers don't
need futuristic home automation
to save money on electricity. When
a customer signs up fer time-of-use
iates, we instali a computerized
meter to measure haw much
electricity is used and when.

expect it to reduce our peak
demand growth by abour 35%
over the next 15 years.

Aw Quality—We're m Good Shape
Our projection of BG&E's tuel mix
during the "90s calls for 30% coal
We've worked hard in the past to
meet stringent air quality regula-
tons, and, as a result, we are in a
good position to comply with the
imtial requirements of the Clean
Air Act of 1990, Over the long
term, though, we will face addi-
ticnal costs to reduce sulfur diox te
and nitrogen oxide emissions to the
levels mandated by later stages of
the Clean Air Act.






The growth of the natundl
gas industry ptovides new
commercial opporturyties
= for ub(mwwnmm“ and
s@vings for our customers,
» and clear advantages for
sthe environment. it can
Huel a power plant, a
small D-generation unit,
a vehicle, .or an air condi
tigper. Under our Con
serve 2000 program, we
are working with the
State of Maryland. in a
prilest p@m to evaluate
the performance of vans,
like the one shown (left),
on both compressed and
liquified namiral gas. Our
goal is to lessen Mary:
land's dependence on
imported oil and ease
pollugion by reducing

the number of gasoline
powesed vehicles on
the roads.’

Gas-engine-driven
chillers offer our large
(nmmemalidnd induistrial
customers a low-cost
alternative to mveet cool
myg needs. A chiller like

“the one shown (:mét) na
downtown Baltimare
hank, can’reduce energy
costs by 30% and pay fog
themselves in less than
three years As a.by-prod
uct, heat from the engine
makes hot water for use
in the bujlding




Record heat, combined .
with several severe - 7
storms, the sum--
mer of 1991 a continu-
ous challenge for our
Dbt'ibuty Division. In 'a
August, just as we fin-< .
ished restoring service

" after storms in our own
territory, we received an
emergency call from the

. Edison Institute's Mutual
Assistance Group. Hueri- |

' cane Bob had left 70%
of the Cape Cod penin-
sula without electricity.
More than 100 BG&E
voluntees and 50 vehi-
cles, including our new
mobile command center
(below), went to help. In.
addMion to reimburse-
ment for our costs from
the New England efectric
companies, we received
valuable experience
working in extreme con-
ditions (right) as well as
an outpouring of grati~
tude from the people we
helped. While Hyrricane
Bob was an extraordi- .
nary event, the perfor-
mance of our people
was not. We are commit-
ted to superior customer
service in everything we -
do. It's our job to listen
to our customers, investi-
gate their concerns, and
resolve them quickly.




a marketplace, we have 1o compete
aggressively for customers by
developing new markets, new prod
ucts, and new services. To focus
our efforts in that direction, we
restructured our organization to
create a marketing division.

Conserve 2000 represents the
first phase of our long-range mar-
keting strategy. For the near term,
WE Ure promotng energy conserva-
tion technology, emphasizing the
huilding shell as well as the appli-
ances and equipment. Our promo-
tions offer rebates and incentives
tor the design and application of
energy-efficient technolagy. By the
mid-"%0s, we will begin to focus on
markets for new technology,
ncluding gas-fired heat pumps,
residential gas arr-conditioning
systems, and innovative gas and
electrical processes.

As in all our planming, our pni-
nuary markeung goal is to anticipate
and respond to the needs of our
customers. Our role is basically the
same as 1t has always heen: to ofter
new solutions o our customers’

problems.

* The Corporation

The challenge of planning growth
in a changing industry is only part
of our story, As with every Ameri-
CAN COrPOrdtion, we are managing a
husiness in a recession while plan-
ning for the future, While funda-
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mentally sound, our territory is
feeling the effects of government
budget shortfalls and the economy,
further accentuaning the need for
strict cost controls and greater pro-
ductivity 1n all our activities.

To ensure that our organization
is functioning as effectively as pos-
sihile, we have undertaken a broad-
based corporate self-assessment
effort. Our overall goal is to per-
torm and be recognized as a world-
class energy company. To reach
that goal we have embarked on a
process of incorporating continu-
ous improvement in everything we
do. We are examining our mission,
our values, our management sys-
tems, and our strategic goals, and
we are absolutely clear about our
corporate priorities. We ask
ourselves these questions: Are we
mectins the expectations of our
customers—internal and external? Are
we proud of the job we're doig? Can
we think of a way to do the job better?
Far more than the answers them-
selves, these questions hold the key
to our competitive future.

This process will undoubredly
result in new directions for us. For
instance, we are planning more
results-oriented management sys-
tems. The quest for improvement is
# BG&E tradinon, as much a part
of our value system as our cormmit-
ment to outstanding customer ser-
vice and leadership. Our employees
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share an obligation to leave the
Company and our community bet-
ter than they found it. Our employ-
€68 ATe ACHVE Ih eConOmic
development oftorts, civie organiza-
tions, the arts, and a wide range of
non-profit groups. With corporate
support and enthusiasm behind
them, our employees are among the
community’s inost active volun-
teer<. Marvland is our home, Other
businesses may come and go, but
BG&F s here 1o stay.

Service and leadership—they're
at the hearc of our past and central
to our building for the future,

At BGRE A

every employee is

responsible for identifying and
responding to customer needs—
and our people are old hands at
it. Service pins like the one
above are prized symbols of
commitment to the Company
and its values.
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Baltimare Gas and Ulectric Company and Subsidiaries

George V., McGovan
Chatrman of the Board and Chief Executive Officer

Christian H. Poindexter

Vice Chatrman of the Board

H. Furlong Baldwin
Chatrman of the Bourd md Chief Execurive Officer,
Mercantile Bankshares Covparation (bank boldmg
company), Baltimore

J. Owen Cole
Chagrman of the Exeoutive Commistee, First Maryland
Bancorp (bank bolding company), Baltimore

Dan A, Caolussy
Chairman of rhe Board, President, and Chief Executive Officer,
UNC Iucorporated ( aviavion sevvices), Annapolis, Md,

Edward A. Crooke
President -~ Utiliry Opevations
Leslie B. Disharoon

Former Chawman of the Board and President,
Monwmental Corparation (tnsurance), Baltimore

Sister Kathleen Feeley, S.S.N.D.
President, College of Notre Dame of Maryland
(education), Raltrmore

Committees of the Board

Audit Committee

Mr. Radehtte, Chairman
Mr. Raldwin

Mr. Cale

Mr. Russell

Committee on Management
Mr. Geckle, Chanrman

Mr. Cole

Mr. Disharoon

Mr. Sullivan

Executive Committee

Mr. [rueschler, Chatrman
Mr. Crooke

Mr, Disharoon

Sister Feeley

Mr. McGowan

Mr. Poindexter

Mr. Radelitte

Committee on Nuclear
Power

Mr. Wells, Chasrman
Mr. Colussy

Sister Feele;

AMr. Miller

Mz, Poindexter
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Board of Directors @

Jerome W, Geekle
Chawrman of the Board (Ret.), PHH Corporatien (vebicle,
redocation, and facilities management sevowes), Baltimore

Paul £, Miller
Chatrman of the Board, Supercompurer Systems, Inc. (design,
manifacturing, and sales of supercomputers), Baltimore
George G, Radcliffe
Former Chairman of the Board and Chief Executrve Officer,
The Baltemore Life Insurance Company (insuvance), Baltimore

George L. Russell, Jr., Fsq.
Pavtuer, Piper & Marbury (lawe firm), Baltimore

Michael D. Sullivan
President and Chief Executive Officer, Merry-Go-Round
Enterpruses, Inc. (specialty retarling), Joppa, Md.

Bernard C. Trueschler

Chatrman of the Executive Committer

Harry K. Wells
Charrman of the Board (Retired), McCormick & Company, Inc
(foad processing, spices, exc.), Baltemore

Changes in Directors

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

Effective Joo ary 1, 1992;
Dan A, Colussy, Chatrman of the Board, President
and Chief Executive Officer of UNC, Inc.,, was elected
to the Board of Directors of the Baltimore Gas and :
Electric Company. '
Michael D. Sullivan, President and Chief Executive |
Officer of Merry-Go-Round Enwerprises, lnc., was
elected to the Board of Directors of the Baltimore Gas
and Electr'c Company,



(onstellation Subsidiaries @




4 /,(/" /)




| AR Sl e

Mana
Financial Ce

Haltomore G and Lleeten Commpany and Subsicarie:

Phe Bamsncial condition sivd resalts of gperations of Relumory Cos
and Fleotric Company (BGE F 3 and Subsidiaries (collectively, the

Congraay ) are ser forth i the Consolidated Financial Setemonts,

Seontes 1o Consolidhated Finandind Statements (Nowes), Selected

1 Discussion and Analysis of

Fimanciul D, and Usiity Operiting Statistics sections of this
Aanval Report. Factors sgnificantly sffecung results of apera-
tios, Dguadity, ana copital resouroes are dicussed below
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Results of Operations

Farnings
e Company's vomshduted var ings per share for 1991 were
8260, which represents an incrvase of $.41 from the 190 level of
$2.00, Phe earnings per share are summnatieed as follows.
1991 1900 1989
Lttty hasiness
Current-yvir operations .
Prowiaion oy pressibile
trsallowance of roplaciiment
afergry Costs (seC Note 1) (.2%)
Cumulstive effect of change in
the methad of accounting

$240 $174 82w

foir unbilled revenues (see Note 1), - A -
Lostar) tibiey BOsimesse o i, 240 192 2B
Diversified business activabes
CLUrment -y ear OperRBanS .« ominen  G42) R |

Curnilative effect of change an
thie mnethiond of aecounting for

imuenimie tines see NGt 1) i 23 o
T atal diversified buninoss acovities . ... A1 J8 24
TG, e vy in s fessiriens sopsss Bomasitenrenties BB $2:40, (B A2
e i e

Utility carnings increased during 1991 primarily as a result of
tugher revenues froan the electnc buse tate mereases authonized hy
thie Pubilic Servige Conumission of Maryvland (Maryland Canmiss
sion) iy December 1990 and ivorensed sales during the 199}
stmmer dise o warmer weather as commpared to the pro o vear,
Warmer woather dunng the sammer results @5 more demand for
electriciny o foel caaling systoras, These i canes were partally

BOAE Udility Revenues and Sales
Fleerric revenues nereased durins 1991 and 1990 as o result of the
tollowing factors:

1991 | 990

T e Ml
Changes in sales visumes to customens ... § §9.0 $ .0
Increased Base Fates oo i o 1768 6
Inereased] Tel TR oo aiin WS 1334
Sl 10 CUSTOMIETS . ..o i S T89 1621
Changes in Other revenues covevonne 82 Bl

The changes | eleotric sale, vi-lames to customers were as follows:

Total InEreanes 1 TEVEIIES ©oriviiiinirmn

1991 1990
Resttdetitiali o cooooiivissriimmeresteninissyiorrmts BR% (1.%)%
Strvadl cotmmercial .. oo i e 44 4.1
Latge comnmerciul and induserial oo 1.7 @7
P s ool S Toase oo s 4.7 (1.7

The increases in sales during 1991 reflect the posive effects of
warimer weather during the 1991 sumaner a8 cotpared 1 1990 and

offset by higher cpetations snd manstenan ¢ expenses and bigher
financing costs. The desrease in utility earimngs during 1990 is pry
warily ansibutable 10 higher operations and nmintenaher exponses,
ricularly at the Cabvert Clifh Nudlear Fower Plant, higher

inancing costs, and lovor salis © ing the 1990 winter duy (o
wirmer weathet as cotapates o year. Warmer weather
during the winter results i loss dem,od for eloctricity and gas w0
fuel heating systems In addition, the decrease in 1990 reflects
incrensed costs from the purchase of additional generatng capacity
and trom lower sales of high voltage ransiussion capabiility,

Farnings from utility aperations are affected by the regulation
of BG&E s rates by the Maryland Commission and by the etect on
sales of econamic snd weather conditions. During 1991, deteriorat-
ing ecomonic conditions i the Company’s service tereitary havs
reduced the growth in seles, and operations and maimenance

senses huve cantinued 1 increase shove levels provided for in the
December 1990 base rote increase, 17 covrer : coonomic conditions
ir the Chtnpany’s servioe temnacmxinum electne and gas sales

swal: will also be reduced in 1992, The poor ecotime climate
including rosenue < etfalls at the state and local levels) could
inhibit the Company ¢ ability 1o obtain timely rae relief and may
caune 1997 earnings to declins fram 1991 levels, In addivon, there
are currently several fuel rare cases pending belore the Maryland
Cornmussion, as discussed in Nowes 1 aad 11, which could imgact

futuurs years’ earmings.

Larr- sty diversified bosiness activities, which primanly
repres ¢ 0 “atians of Constellation Holdmgs, Inc. and its
subwde o wetvely, the Consrellaton Companies) decreased
duting s The reasons for the decroases 1 doversified
busine . es” earnings are discussed on page 27

NS R o mrh 04 A A o ik LA b e pi g 21BN (g

growth in the oumber of customers i cach class, These increases
were partially offset by decreased usage of electricity due (o less
favorahle economic conditions. In addimon, sales w large cominer-
caal and industrial customers during 1991 reflect lower sales vol-
umes to the (k"u:gnny's lasgest custe o er, Bethlehem Steel, due 1o
a lengthy plunned outage to ingprove « perutions at as hot strip mill.
Sales to residential custorners in 1990 reflect the n effects of
warmer winter weather as compared to 1989, partially offset by
growth in the number of cutomers. Sales 1o small commerciy
customers teflect growth in the number of customers in 1990, The
decrease in sales to large commercial and mdostrial costomers in
1990 reflects lower steel praduction by Bethlehem Steel, which
completed a planhed mamtenance outage at its L-Blast Furnace
during 1990,

Base rate revenues increased in 1991 as a result of the Maryland
Commission's December 1990 rate order, which authonzed an
inumediate electiic base rute increase of $77 million, a $124 million

base rate increase to provide rate recognition for BG&E's invest-
ment and aperating expenses at Brandon Shores Unit 2 effective
with that Utiit's iitial commercial aperation in May 1991, and a

$31 million surcharge 1o base rates ive in Octaber 1991 1o

1 and Results of Operations @
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