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FORWARD-LOOKING STATEMENTS

Certain of the matters discussed in this commuitioatbout us and our subsidiaries future perforraameciuding, without limitation, future
revenues, earnings, strategies, prospects, comsaepiand all other statements that are not puisigrital constitute “forward-looking
statements” within the meaning of the Private Sé&esrLitigation Reform Act of 1995. Such forwalabking statements are subject to risks
uncertainties, which could cause actual resultiffer materially from those anticipated. Such etagénts are based on management's beliefs
well as assumptions made by and information cugrevailable to management. When used herein, tiredsv‘anticipate,” “i

intend,”
“estimate,” “believe,” “expect,” “plan,” “should,*hypothetical,” “potential,” “forecast,” “project,variations of such words and similar

expressions are intended to identify forward-logkstatements. Factors that may cause actual résuiffer are often presented with the
forward-looking statements themselves. Other fadioat could cause actual results to differ matgrieom those contemplated in any forward-
looking statements made by us herein are discusgdiuhgs we make with the United States Secusittend Exchange Commission (SEC),
including our Annual Report on Form 10-K and sulsst reports on Form 10-Q and Form 8-K and availabl our website:
http://lwww.pseg.com. These factors include, butraxdimited to:

o adverse changes in the demand for or the pridesofapacity and energy that we sell into wholesketricity market:

° adverse changes in energy industry law, policiesragulation, including market structures and aptal shift away from competitive
markets toward subsidized market mechanisms, trias&m planning and cost allocation rules, inclgdinles regarding how
transmission is planned and who is permitted ttdunsmission in the future, and reliability sfards,

° any inability of our transmission and distributionsinesses to obtain adequate and timely raté egitbregulatory approvals from
federal and state regulators,

o changes in federal and state environmental reguiathat could increase our costs or limit our apens

J changes in nuclear regulation and/or general dpewsdmts in the nuclear power industry, includingmas impacts from any accidents
incidents experienced at our facilities or by oshierthe industry, that could limit operations of muclear generating units,

° actions or activities at one of our nuclear urotsaked on a multi-unit site that might adversefgetfour ability to continue to operate
that unit or other units located at the same site,

J any inability to balance our energy obligationsaitable supply and risk

L any deterioration in our credit quality or the dtepliality of our counterparties, including in daveraged lease

L availability of capital and credit at commercialBasonable terms and conditions and our abilitpéet cash nee«

L changes in the cost of, or interruption in the sy, fuel and other commodities necessary todperation of our generating un

] delays in receipt of necessary permits and appsdwealour construction and development activi

L delays or unforeseen cost escalations in our agetiin and development activiti

L any inability to achieve, or continue to sustaim; expected levels of operating performa

o any equipment failures, accidents, severe weattestts or other incidents that impact our abilityptovide safe and reliable service to
our customers, and any inability to obtain sufiitieoverage or recover proceeds of insurance dmsadters,

L increases in competition in energy supply markstaell as competition for certain rabased transmission proje:

L any inability to realize anticipated tax benefitsetain tax credit

L challenges associated with recruitment and/or tieteiof a qualified workforci

° adverse performance of our decommissioning anaeéefienefit plan trust fund investments and chaimgksding requirements, a

L changes in technology, such as distributed geeratid microgrids, and resultant changes in custosege patterns, including energy
efficiency and demand response.

All of the forward-looking statements made in tréport are qualified by these cautionary statemamiiswe cannot assure you that the results
or developments anticipated by management wilkladized or even if realized, will have the expecatedsequences to, or effects on, us or ou
business prospects, financial condition or resfltgperations. Readers are cautioned not to pladaeaureliance on these forward-looking
statements in making any investment decision. Fahik@oking statements made in this report apply @d of the date of this report. While we
may elect to update forward-looking statements ftione to time, we specifically disclaim any obligat to do so, even if internal estimates
change, unless otherwise required by applicablergis laws.

The forward-looking statements contained in thporeare intended to qualify for the safe harbavgsions of Section 27A of the Securities
Act of 1933, as amended, and Section 21E of thar8ies Exchange Act of 1934, as amended.




PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
OPERATING REVENUES $ 2554 % 2,40z $ 7,65 $ 7,37¢
OPERATING EXPENSES
Energy Costs 801 87¢ 2,711 2,81¢
Operation and Maintenance 713 61¢ 2,06¢ 1,87¢
Depreciation and Amortization 313 28¢€ 88¢ 797
Taxes Other Than Income Taxes 15 24 50 73
Total Operating Expenses 1,84: 1,80¢ 5,71¢ 5,56¢
OPERATING INCOME 71z 594 1,93¢ 1,81(
Income from Equity Method Investments 4 7 9 9
Other Income 5¢ 121 172 21¢
Other Deductions (12 (26) (54) (62)
Other-Than-Temporary Impairments ©)] 2 @) (14
Interest Expense (200) (10€) (309 (310
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME
TAXES 66( 58¢€ 1,751 1,65(
Income Tax Expense (270) (241) (70¢) (599
NET INCOME $ 39C % 347 $ 1,04 % 1,051
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING
(THOUSANDS):
BASIC 505,85¢ 505,91- 505,90( 505,94.
DILUTED 507,69: 507,11: 507,43: 507,03
EARNINGS PER SHARE:
BASIC
INCOME FROM CONTINUING OPERATIONS $ 0.7 $ 0.6 $ 2.0¢ $ 2.0¢
NET INCOME $ 077 % 0.6 $ 2.0¢ $ 2.0¢
DILUTED
INCOME FROM CONTINUING OPERATIONS $ 0.7 $ 0.6¢ $ 2.0¢ $ 2.07
NET INCOME $ 0771 $ 0.6¢ $ 2.0¢ $ 2.07
DIVIDENDS PAID PER SHARE OF COMMON STOCK $ 0.360( $ 0.355( % 1.080C $ 1.065(

See Notes to Condensed Consolidated Financialnstats.




PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
NET INCOME $ 39C $ 347 % 1,04 $ 1,051

Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges,
net of tax (expense) benefit of $(16), $5, $(27) (1L6) for
the three and nine months ended 2013 and 201 Zatbagly 16 (10 27 12

Unrealized Gains (Losses) on Cash Flow Hedgefrtak
(expense) benefit of $1, $8, $4 and $14 for theettand nin
months ended 2013 and 2012, respectively (D] (20 (5) (20

Pension/Other Postretirement Benefit Costs (OPEB)
adjustment, net of tax (expense) benefit of $(65),%(20)
and $(16) for the three and nine months ended 203

2012, respectively 9 8 28 23
Other Comprehensive Income (Loss), net of tax 24 (12 50 15
COMPREHENSIVE INCOME $ 414 % 33E % 1,09: $ 1,06¢

See Notes to Condensed Consolidated Financialnstats.




PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)
September 30, December 31,
2013 2012
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 44t $ 37¢
Accounts Receivable, net of allowances of $5¥ $66 in 2013 and 2012, respectively 1,06¢ 1,06¢
Tax Receivable 22F 227
Unbilled Revenues 211 314
Fuel 59¢ 582
Materials and Supplies, net 45C 422
Prepayments 21C 28¢
Derivative Contracts 107 13¢
Deferred Income Taxes 31 49
Regulatory Assets 34¢ 34¢
Other 43 56
Total Current Assets 3,741 3,86¢
PROPERTY, PLANT AND EQUIPMENT 29,20¢ 27,40:
Less: Accumulated Depreciation and Amortizatio (8,129 (7,66€)
Net Property, Plant and Equipment 21,07¢ 19,73¢

NONCURRENT ASSETS
Regulatory Assets 3,51¢ 3,83(
Regulatory Assets of Variable Interest Enti{i¢EEs) 532 713
Long-Term Investments 1,32( 1,324
Nuclear Decommissioning Trust (NDT) Fund 1,63¢ 1,54(
Other Special Funds 181 191
Goodwill 16 16
Other Intangibles 52 34
Derivative Contracts 184 15z
Restricted Cash of VIEs 23 23
Other 32¢ 29€
Total Noncurrent Assets 7,79( 8,12(
TOTAL ASSETS $ 32,61 $ 31,72¢

See Notes to Condensed Consolidated Financialnistats.




PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)

LIABILITIES AND CAPITALIZATION
CURRENT LIABILITIES
Long-Term Debt Due Within One Year
Securitization Debt of VIEs Due Within One Year
Commercial Paper and Loans
Accounts Payable
Derivative Contracts
Accrued Interest
Accrued Taxes
Deferred Income Taxes
Clean Energy Program
Obligation to Return Cash Collateral
Regulatory Liabilities
Other
Total Current Liabilities
NONCURRENT LIABILITIES
Deferred Income Taxes and Investment Tax Credii€)|
Regulatory Liabilities
Regulatory Liabilities of VIEs
Asset Retirement Obligations
Other Postretirement Benefit (OPEB) Costs
Accrued Pension Costs
Environmental Costs
Derivative Contracts
Long-Term Accrued Taxes
Other
Total Noncurrent Liabilities
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 9)
CAPITALIZATION
LONG-TERM DEBT
Long-Term Debt
Securitization Debt of VIEs
Project Level, Non-Recourse Debt
Total Long-Term Debt
STOCKHOLDERS' EQUITY

Common Stock, no par, authorized 1,000,000,000=shé&sued, 2013 and 2012—
533,556,660 shares

Treasury Stock, at cost, 2013— 27,695,398 shafd®— 27,664,188 shares
Retained Earnings
Accumulated Other Comprehensive Loss
Total Common Stockholders’ Equity
Noncontrolling Interest
Total Stockholders’ Equity

Total Capitalization
TATAI 1 1ARIHITIEQ AND CADITAIL I7ZATINNI

September 30, December 31,
2013 2012
77t 1,02¢
23t 22¢
— 262
1,02¢ 1,304
36 46
114 91
83 17
48 72
18t 158
11€ 122
171 67
44¢€ 39C
3,23t 3,771
6,807 6,542
21z 20¢
11 10
652 627
1,274 1,28¢
71C 87¢€
431 537
162 122
182 164
11F 10€
10,56( 10,48(
7,13¢ 6,14¢
32€ 49€
16 43
7,47¢ 6,687
4,852 4,83
(615) (607)
7,43¢ 6,942
(33¢) (38¢)
11,33¢ 10,78(
1 1
11,33¢ 10,78:
18,81¢ 17,46¢




$ 32,61 $ 31,72¢

See Notes to Condensed Consolidated Financialnstats.




PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
(Unaudited)
Nine Months Ended
September 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,04: $ 1,051
Adjustments to Reconcile Net Income to Net CAlsiws from Operating Activities:
Depreciation and Amortization 88¢ 797
Amortization of Nuclear Fuel 14& 12¢
Provision for Deferred Income Taxes (Other thansesaand ITC 242 221
Non-Cash Employee Benefit Plan Costs 182 203
Leveraged Lease Income, Adjusted for Rents ReceimedDeferred Taxes (7) (82)
Net Realized and Unrealized (Gains) Losses @ardgynContracts and Other Derivatives 3 11€
Change in Accrued Storm Costs (87) 5
Net Change in Other Regulatory Assets and Litasl 134 (82
Cost of Removal (66) (72)
Net Realized (Gains) Losses and (Income) ExpgoseNDT Fund (76) (107)
Net Change in Tax Receivable 2 16
Net Change in Certain Current Assets and Liadsli 17z 30t
Employee Benefit Plan Funding and Related Payments (210 (193)
Other 71 2
Net Cash Provided By (Used In) Operating Activities 2,43t 2,311
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (2,102 (1,969
Proceeds from Sale of Capital Leases and Inwegsn 42 —
Proceeds from Sales of Available-for-Sale Secwitie 914 1,47:
Investments in Available-for-Sale Securities (922) (1,499
Other (20 (58)
Net Cash Provided By (Used In) Investing Activities (2,08¢) (2,05))
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Commercial Paper and Loans (269) —
Issuance of Long-Term Debt 1,50C 85C
Redemption of Long-Term Debt (750 (439)
Redemption of Securitization Debt (162 (159
Repayment of Non-Recourse Debt — (D)
Cash Dividends Paid on Common Stock (54€) (53¢
Other (57) (32
Net Cash Provided By (Used In) Financing Activities (27¢) (319
Net Increase (Decrease) in Cash and Cash Equisalent 69 (59
Cash and Cash Equivalents at Beginning of Period 37¢ 834
Cash and Cash Equivalents at End of Period $ 44€  $ 78C
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 22z $ 10¢
Interest Paid, Net of Amounts Capitalized $ 274 % 28(
Accrued Property, Plant and Equipment Expenditures $ 25¢ $ 25¢

See Notes to Condensed Consolidated Financialnstats.






PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

OPERATING REVENUES $ 1,16¢ $ 1,03 $ 380 $ 3,584
OPERATING EXPENSES

Energy Costs 43C 45¢€ 1,78¢ 1,72¢

Operation and Maintenance 304 25E 86¢€ 78C

Depreciation and Amortization 66 60 19t 17t

Total Operating Expenses 80C 771 2,84 2,68(

OPERATING INCOME 36¢ 267 95¢ 904

Other Income 45 104 127 171

Other Deductions (11) (20) (49 (52

Other-Than-Temporary Impairments (©)] 2 @) 19

Interest Expense (26) (35) (85) 97)
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAS 374 314 94t 91z

Income Tax Expense (159 (139 (383) (374
EARNINGS AVAILABLE TO PUBLIC SERVICE ENTERPRISE GRaP
INCORPORATED $ 221 % 181 ¢ 56z $ 53¢

See disclosures regarding PSEG Power LLC includélde Notes to Condensed Consolidated Financiéditnts.




PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
NET INCOME $ 221 $ 181 $ 56z $ 53¢

Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges,

net of tax (expense) benefit of $(18), $6, $(29) #(1L6) for

the three and nine months ended 2013 and 2012,

respectively 17 (12 3C 11
Unrealized Gains (Losses) on Cash Flow Hedgesfriak

(expense) benefit of $1, $8, $4 and $14 for theefand
nine months ended 2013 and 2012, respectively (@D} (11) (6) (22)

Pension/OPEB adjustment, net of tax (expense) bafef
$(6), $(4), $(17) and $(14) for the three and mmnths

ended 2013 and 2012, respectively 8 7 25 21
Other Comprehensive Income (Loss), net of tax 24 (15) 49 11
COMPREHENSIVE INCOME $ 24 3 16€ $ 611 $ 54¢

See disclosures regarding PSEG Power LLC includéle Notes to Condensed Consolidated Financigitnts.




PSEG POWER LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)
September 30, December 31,
2013 2012
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 9 % 7
Accounts Receivable 211 26¢
Accounts Receivable—Affiliated Companies, net 34 34C
Short-Term Loan to Affiliate 417 574
Fuel 59¢ 583
Materials and Supplies, net 32¢ 307
Derivative Contracts 72 11¢€
Prepayments 16 17
Deferred Income Taxes 3 —
Other — 19
Total Current Assets 1,69( 2,23¢
PROPERTY, PLANT AND EQUIPMENT 10,03t 9,691
Less: Accumulated Depreciation and Amortization (2,977 (2,679
Net Property, Plant and Equipment 7,06z 7,01¢

NONCURRENT ASSETS
Nuclear Decommissioning Trust (NDT) Fund 1,63¢ 1,54(
Goodwill 16 16
Other Intangibles 52 34
Other Special Funds 38 36
Derivative Contracts 89 49
Other 13¢ 10k
Total Noncurrent Assets 1,96¢ 1,78(
TOTAL ASSETS $ 10,727 $ 11,03:

See disclosures regarding PSEG Power LLC includeldd Notes to Condensed Consolidated Financigi@ents.




PSEG POWER LLC
CONDENSED CONSOLIDATED BALANCE SHEETS
Millions
(Unaudited)

CURRENT LIABILITIES

Accounts Payable
Derivative Contracts
Deferred Income Taxes
Accrued Interest
Other
Total Current Liabilities
NONCURRENT LIABILITIES

Asset Retirement Obligations

Derivative Contracts
Accrued Pension Costs
Long-Term Accrued Taxes
Other

Total Noncurrent Liabilities

LONG-TERM DEBT
Total Long-Term Debt
MEMBER'S EQUITY
Contributed Capital
Basis Adjustment
Retained Earnings

Total Member’s Equity

September 30,

December 31,

LIABILITIES AND MEMBER'’S EQUITY

Long-Term Debt Due Within One Year $

Deferred Income Taxes and Investment Tax Credii€)|

Other Postretirement Benefit (OPEB) Costs

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 9)

Accumulated Other Comprehensive Loss

TOTAL LIABILITIES AND MEMBER’S EQUITY $

2013 2012
— 30C
404 49¢
36 46
— 16
37 26
10¢ 81
58¢ 967
1,73¢ 1,57¢
38t 36¢
23( 221
23 15
22F 272
50 50
90 84
2,73¢ 2,58¢
2,041 2,04(
2,02¢ 2,02¢
(98€) (98€)
4,59¢ 4,72t
(279 (32¢)
5,35¢ 5,43¢
10,72:  $ 11,03:

See disclosures regarding PSEG Power LLC includéle Notes to Condensed Consolidated Financiédi@tnts.




PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
(Unaudited)
Nine Months Ended
September 30,
2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 56z $ 53¢
Adjustments to Reconcile Net Income to Net Calsiws from Operating Activities:
Depreciation and Amortization 19t 17t
Amortization of Nuclear Fuel 14& 12¢
Provision for Deferred Income Taxes and ITC 96 18¢
Net Realized and Unrealized (Gains) Losses @ardgynContracts and Other Derivatives 3 11€
Non-Cash Employee Benefit Plan Costs 50 53
Net Realized (Gains) Losses and (Income) ExpfoseNDT Fund (76) (107)
Net Change in Certain Current Assets and Liabdlitie
Fuel, Materials and Supplies (38) (20
Margin Deposit 17 (107
Accounts Receivable 69 50
Accounts Payable (63) (32)
Accounts Receivable/Payable-Affiliated Companies 30€ 19z
Accrued Interest Payable 11 17
Other Current Assets and Liabilities 20 2
Employee Benefit Plan Funding and Related Payments (45) (40)
Other 32 5
Net Cash Provided By (Used In) Operating Activities 1,28¢ 1,172
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (419 (493)
Proceeds from Sales of Available-for-Sale Séiesri 84¢ 1,29t
Investments in Available-for-Sale Securities (864) (1,315
Short-Term Loan—Affiliated Company, net 157 17
Other (13 (10
Net Cash Provided By (Used In) Investing Activities (290) (50€)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash Dividend Paid (690) (600)
Redemption of Long-Term Debt (300 (66)
Other 2 @)
Net Cash Provided By (Used In) Financing Activities (992) (67%)
Net Increase (Decrease) in Cash and Cash Equisalent 2 (7)
Cash and Cash Equivalents at Beginning of Period 7 12
Cash and Cash Equivalents at End of Period $ 9 $ 5
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 107 $ 13C
Interest Paid, Net of Amounts Capitalized $ 72 % 73
Accrued Property, Plant and Equipment Expenditures $ 58 §$ 84

See disclosures regarding PSEG Power LLC includédd Notes to the Condensed Consolidated FinaBtiéé¢ments.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
OPERATING REVENUES $ 1,666 $ 1,68 $ 508, $ 5,02¢
OPERATING EXPENSES
Energy Costs 661 75€ 2,20¢ 2,38(
Operation and Maintenance 40¢ 36¢€ 1,20¢ 1,092
Depreciation and Amortization 23¢ 21€ 65¢ 594
Taxes Other Than Income Taxes 15 24 50 73
Total Operating Expenses 1,32( 1,362 4,12( 4,13¢
OPERATING INCOME 34¢€ 321 964 89C
Other Income 13 16 41 39
Other Deductions (D) (6) 3 (8)
Interest Expense (75) (73) (223) (220
INCOME BEFORE INCOME TAXES 28¢ 25¢ 77¢ 701
Income Tax Expense (11%) (109 (311) (24¢)
EARNINGS AVAILABLE TO PUBLIC SERVICE
ENTERPRISE GROUP INCORPORATED $ 16 $ 158 $ 46¢ $ 452

See disclosures regarding Public Service Electrit@as Company included in the Notes to Condenseddidated Financial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
NET INCOME $ 16 $ 158 $ 46¢ $ 45%
Unrealized Gains (Losses) on Available-for-Saleusiges,
net of tax (expense) benefit of $0, $(1), $1 andobthe
three and nine months ended 2013 and 2012, regplycti — 1 Q) —
COMPREHENSIVE INCOME $ 16 $ 15¢ $ 467 $ 45%

See disclosures regarding Public Service Electrit@as Company included in the Notes to Condenseddidated Financial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)
September 30, December 31,
2013 2012
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 25¢ % 11€
Accounts Receivable, net of allowances of $5¥ $86 in 2013 and 2012, respectively 83¢ 783
Accounts Receivable-Affiliated Companies, net 94 —
Unbilled Revenues 211 314
Materials and Supplies 11¢€ 114
Prepayments 13¢ 29
Regulatory Assets 34¢ 34¢
Derivative Contracts 19 5
Deferred Income Taxes 31 49
Other 24 24
Total Current Assets 2,07t 1,78:
PROPERTY, PLANT AND EQUIPMENT 18,50: 17,00¢
Less: Accumulated Depreciation and Amortization (4,91¢) (4,726
Net Property, Plant and Equipment 13,58 12,28(

NONCURRENT ASSETS
Regulatory Assets 3,51¢ 3,83(
Regulatory Assets of VIEs 53z 713
Long-Term Investments 35€ 34¢
Other Special Funds 41 61
Derivative Contracts 69 62
Restricted Cash of VIEs 23 23
Other 12¢ 123
Total Noncurrent Assets 4,66¢ 5,16(
TOTAL ASSETS $ 20,33( $ 19,22

See disclosures regarding Public Service Electrit@as Company included in the Notes to Condenseddidated Financial Statemer
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY

CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)

LIABILITIES AND CAPITALIZATION

CURRENT LIABILITIES

Long-Term Debt Due Within One Year $

Securitization Debt of VIEs Due Within One Year

Commercial Paper and Loans

Accounts Payable

Accounts Payable—Affiliated Companies, net

Accrued Interest

Clean Energy Program

Deferred Income Taxes

Obligation to Return Cash Collateral

Regulatory Liabilities

Other

Total Current Liabilities

NONCURRENT LIABILITIES
Deferred Income Taxes and ITC
Other Postretirement Benefit (OPEB) Costs
Accrued Pension Costs
Regulatory Liabilities
Regulatory Liabilities of VIEs
Environmental Costs
Asset Retirement Obligations
Derivative Contracts
Long-Term Accrued Taxes
Other

Total Noncurrent Liabilities

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 9)
CAPITALIZATION
LONG-TERM DEBT
Long-Term Debt
Securitization Debt of VIEs

Total Long-Term Debt

STOCKHOLDER'’S EQUITY

Common Stock; 150,000,000 shares authorized; issneéautstanding, 2013 and
2012—132,450,344 shares

Contributed Capital

Basis Adjustment

Retained Earnings

Accumulated Other Comprehensive Income

Total Stockholder’s Equity

Total Capitalization

TOTAL LIABILITIES AND CAPITALIZATION $

September 30, December 31,
2013 2012
T7E 72E
23t 22€
— 262
47% 63C
— 73
77 65
18t 158
55 60
11€ 122
171 67
30¢€ 26¢
2,39t 2,65:
4,35¢ 4,22
98¢ 1,011
36C 462
21: 20¢
11 10
38C 43¢
26C 25C
14C 107
48 32
46 38
6,801 6,82¢
5,06¢ 4,07(
32€ 49¢€
5,39z 4,56¢
892 89z
52C 42C
98¢ 98¢
3,34: 2,87¢
1 2
5,74z 5,17¢
11,13« 9,741
20,33( 19,22:




See disclosures regarding Public Service Electit@as Company included in the Notes to Condenseddlidated Financial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
(Unaudited)

Nine Months Ended
September 30,

2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 46 ¢ 458
Adjustments to Reconcile Net Income to Net Cslivs from Operating Activities:
Depreciation and Amortization 65€ 594
Provision for Deferred Income Taxes and ITC 15z 131
Non-Cash Employee Benefit Plan Costs 117 134
Cost of Removal (66) (77)
Change in Accrued Storm Costs (87) 5
Net Change in Other Regulatory Assets and Litasl 134 (82
Net Change in Certain Current Assets and Liabdlitie
Accounts Receivable and Unbilled Revenues 48 97
Materials and Supplies 4 (11
Prepayments (109 (28)
Net Change in Tax Receivable — 16
Accounts Payable 3 (20
Accounts Receivable/Payable-Affiliated Companieg, n (177 (42)
Other Current Assets and Liabilities 29 22
Employee Benefit Plan Funding and Related Payments (147 (137)
Other 23 (22)
Net Cash Provided By (Used In) Operating Activities 1,04¢ 1,041
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (1,62¢) (1,369
Proceeds from Sales of Available-for-Sale S¢iesri 35 73
Investments in Available-for-Sale Securities (16) (73
Solar Loan Investments (11) (56)
Restricted Funds — 1
Net Cash Provided By (Used In) Investing Activities (1,620 (1,429
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Short-Term Debt (269) —
Issuance of Long-Term Debt 1,50C 85C
Redemption of Long-Term Debt (450 (379
Redemption of Securitization Debt (162 (159
Contributed Capital 10C —
Other ()] (12
Net Cash Provided By (Used In) Financing Activities 70€ 311
Net Increase (Decrease) In Cash and Cash Equigalent 137 (72)
Cash and Cash Equivalents at Beginning of Period 11€ 142
Cash and Cash Equivalents at End of Period $ 25¢ % 71
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 174  $ (30)
Interest Paid, Net of Amounts Capitalized $ 19¢ % 20t
Accrued Property, Plant and Equipment Expenditures $ 20C $ 17¢%




See disclosures regarding Public Service Electiic@as Company included in the Notes to Condenseddlidated Financial Statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

This combined Form 10-Q is separately filed by RuBkrvice Enterprise Group Incorporated (PSEGE®®ower LLC (Power) and Public
Service Electric and Gas Company (PSE&G). Infororatelating to any individual company is filed hych company on its own behalf. Poy
and PSE&G each is only responsible for informatibout itself and its subsidiaries.

Note 1. Organization and Basis of Presentation
Organization

PSEG is a holding company with a diversified busgmix within the energy industry. Its operations rimarily in the Northeastern and Mid-
Atlantic United States and in other select marke®EG’s four principal direct wholly owned subsiiba are:

° Power—which is a multi-regional, wholesale energy supmynpany that integrates its generating asset tpesaand gas supply
commitments with its wholesale energy, fuel sugpld energy trading functions through three priraifir@ct wholly owned
subsidiaries. Power’s subsidiaries are subjeatgalation by the Federal Energy Regulatory Commis&rERC), the Nuclear

Regulatory Commission (NRC) and the states in wihiely operate.

° PSE&G —which is a public utility engaged principally ihe transmission of electricity and distributionetéctricity and natural gas
in certain areas of New Jersey. PSE&G is subjergdalation by the New Jersey Board of Public tikii (BPU) and the FERC.
PSE&G also invests in solar generation projectstaslimplemented energy efficiency and demand respprograms, which are

regulated by the BPU.

° PSEG Energy Holdings L.L.C. (Energy Holdings}—which primarily has investments in leases andrapdaeration projects through
its direct wholly owned subsidiaries. Certain Enertpldings’ subsidiaries are subject to regulatigrthe FERC and the states in
which they operate. A subsidiary of Energy Holdihgs been awarded a contract to manage the trasisméand distribution assets of

the Long Island Power Authority (LIPA) starting2014.

° PSEG Services Corporation (Servicesy-which provides management, administrative and iggservices to PSEG and its

subsidiaries at cost.

Basis of Presentation

The respective financial statements included hdraure been prepared pursuant to the rules andateansg of the Securities and Exchange
Commission (SEC) applicable to Quarterly Report-om 10-Q. Certain information and note disclosurermally included in financial
statements prepared in accordance with accountingiples generally accepted in the United Sta@®&AP) have been condensed or omitted
pursuant to such rules and regulations. These GsedeConsolidated Financial Statements and Not€staensed Consolidated Financial
Statements (Notes) should be read in conjunctioh,\ahd update and supplement matters discuss#tki\nnual Report on Form 10-K for
the year ended December 31, 2012 and QuarterlyrBemo Form 10-Q for the quarters ended March 8132and June 30, 2013 .

The unaudited condensed consolidated financiatnmétion furnished herein reflects all adjustmenisciv are, in the opinion of management,
necessary to fairly state the results for the intgreriods presented. All such adjustments arerafrenal recurring nature. All significant
intercompany accounts and transactions are eligdniatconsolidation, except as discussed in Notd&Re&ated-Party Transactions. The year-
end Condensed Consolidated Balance Sheets weveddémm the audited Consolidated Financial Statemimcluded in the Annual Report
Form 10-K for the year ended December 31, 2012 .

Note 2. Recent Accounting Standards
New Standards Adopted during 2013

Disclosures about Offsetting Assets and Liabilities

This accounting standard requires enhanced diselesagarding assets and liabilities that are eiffset in the financial statements, or are
subject to an enforceable master netting arrangearesimilar agreement. The guidance is applicébleertain financial instruments (e.g.
derivatives) and securities borrowing and lendmag$actions. This standard requires entities:

e to disclose information about offsetting and radaerangements to enable users of financial statte understand the effect of



those arrangements on an entity's financial posiind
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

e to present both net (offset amounts) and grossnmdton in the notes to the financial statementgdtevant assets and liabiliti

We adopted this standard retrospectively effeciamguary 1, 2013. As this standard requires disadssonly, it did not have any impact on our
consolidated financial position, results of opemasi or cash flows. For additional information, Bete 11. Financial Risk Management
Activities.

Reclassification Adjustments out of Accumulated Oter Comprehensive Income

This accounting standard requires entities to dgthe following information about reclassificat@djustments related to Accumulated Othel
Comprehensive Income:

e changes in Accumulated Other Comprehensive Incatabes by component, ¢
e significant amounts reclassified out of Accumula@tier Comprehensive Income by respective linestefmet income (for amounts
that are required by GAAP to be reclassified toinedme in their entirety in the same reportingquex.

We adopted this standard prospectively effectiveidey 1, 2013. As this standard requires discl@sandy, it did not have any impact on our
consolidated financial position, results of opemasi or cash flows. For additional information, Bede 15. Accumulated Other Comprehensive
Income (Loss), Net of Tax.

New Accounting Standards Issued But Not Yet Adopted

Presentation of an Unrecognized Tax Benefit When ldet Operating Loss Carryforward, a Similar Tax Loss or a Tax Credit
Carryforward Exists

This accounting standard was issued to addresssitivén practice related to the presentation ofiarecognized tax benefit in certain cases.
This standard requires entities to present an ogrezed tax benefit or a portion thereof on theaBak Sheet as a reduction to a deferred tax
asset for a net operating loss carryforward, alaimax loss, or a tax credit carryforward.

However, in cases in which a net operating loss/faward, a similar tax loss or a tax credit céoryard is not available at the reporting date
under the tax law of the jurisdiction to settle augditional income taxes that would result from disallowance of a tax position, or the tax law
of the jurisdiction does not require an entity s uand the entity does not intend to use the eféax asset for such purpose, the unrecog
tax benefit will be presented on the Balance Shset liability and will not be combined with defedirtax assets.

The standard is effective for fiscal years andrinigeriods beginning after December 15, 2013. Wecarrently analyzing the impact of this
standard to our financial statements.

Note 3. Variable Interest Entities (VIES)

Variable Interest Entities for which PSE&G is the Rimary Beneficiary

PSE&G is the primary beneficiary and consolidatesmarginally capitalized VIEs, PSE&G Transition FumgliLLC (Transition Funding) ar
PSE&G Transition Funding Il LLC (Transition Fundifyy which were created for the purpose of issuiagsition bonds and purchasing bond
transitional property of PSE&G, which is pledgeccaBateral to a trustee. PSE&G acts as the sarficehese entities to collect securitization
transition charges authorized by the BPU. Thesddare remitted to Transition Funding and Trangifanding Il and are used for interest |
principal payments on the transition bonds andedlaosts.

The assets and liabilities of these VIEs are piteseseparately on the face of the Condensed Caoased Balance Sheets of PSEG and PS
because the Transition Funding and Transition Fagtliassets are restricted and can only be ussélttle their respective obligations. No
Transition Funding or Transition Funding Il credit@as any recourse to the general credit of PSE&Be event the transition charges are not
sufficient to cover the bond principal and intenggyments of Transition Funding or Transition Fungdil, respectively.

PSE&G’s maximum exposure to loss is equal to itstgdnvestment in these VIEs which was $16 milles of September 30, 2013 and
December 31, 2012 . The risk of actual loss to PSE&considered remote. PSE&G did not provide amgricial support to Transition
Funding or Transition Funding Il during the firshe months of 2013 or in 2012 . PSE&G does not leanyecontractual commitments or
obligations to provide financial support to TraiwitFunding or Transition Funding II.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Note 4. Asset Disposition

In June 2013, Energy Holdings closed on the saits afivestments in a commercial office complexgooceeds of $41 million , resulting in an

after-tax gain of $6 million .

Note 5. Rate Filings

The following information discusses significant apes regarding orders and pending rate filingss Nate should be read in conjunction with
Note 6. Regulatory Assets and Liabilities to then€uidated Financial Statements in the Annual Repoi~orm 1-K for the year ended
December 31, 2012 .

Weather Normalization Clause (WNG)}-In April 2013, the BPU approved PSE&G's filing vitespect to deficiency revenues from
the 2011-2012 Winter Period. As a result, provialoates were approved to recover $41 million fmmtomers during the 2012-
2013 Winter Period, with a carryover deficiencys@# million to the 2013-2014 Winter Period. In JAR13, PSE&G filed a petition
with the BPU seeking approval to recover $26 millio revenues from its customers during the 22084 Winter Period inclusive
the $24 million carryover deficiency. In SeptemB6d.3, the BPU approved PSE&G's petition for $26iamlof deficiency revenues
which will be recovered from customers during tBd2-2014 Winter Period (October 1 through May 31).

Universal Service Fund (USF) Lifeline—In June 2013, New Jersey’s electric and gasieslincluding PSE&G, filed requests to
reset the statewide rates for the USF and Lifglirogram. In September 2013, the BPU approved s&tieto recover $274 million on
a statewide basis. PSE&G earns no margin on thectioin of the USF and Lifeline programs resultingno impact on Net Income.
Transmission Filing—In October 2013, PSE&G filed its 2014 Annual FolanRate Update with the FERC, which provides for
approximately $176 million in increased annual $raission revenues effective January 1, 2014.

BGSS—In October 2013, PSE&G filed a self-implementingptmonth BGSS bill credit with the BPU. This bitedlit will be 35
cents per therm for the months of November and Dbee 2013 and is designed to provide approxima&&hs million to residential
customers over the two months and reduce the B@&S8rdd balance. The BGSS rate will revert badkéocurrent rate on January

1, 2014.

Note 6. Financing Receivables
PSE&G

PSE&G sponsors a solar loan program designed pfimeince the installation of solar power systehmsughout its electric service area. The
loans are generally paid back with Solar Renewghlergy Certificates (SRECs) generated from theallest solar electric system. The

following table reflects the outstanding loans Iass of customer, none of which are considered-fpenfiorming.”

Credit Risk Profile Based on Payment Activity
As of As of
September 30, December 31,
Consumer Loans 2013 2012
Millions
Commercial/Industrial $ 18z $ 174
Residential 15 15
Total $ 19¢ $ 18¢

Energy Holdings



Energy Holdings, through various of its indirecbsidiary companies, has investments in domestimygrand real estate assets subject
primarily to leveraged lease accounting. A levedalgase is typically comprised of an investmenabyequity investor and debt provided by a
third party debt investor. The debt is recourse ¢mlthe assets subject to lease and is not indloddPSEG’s Condensed Consolidated Balanc

Sheets. As an equity investor, Energy Holdingsestments in the leases
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

are comprised of the total expected lease recaigaii its investments over the lease terms plusdtimated residual values at the end of the
lease terms, reduced for any income not yet easndte leases. This amount is included in Long-Tewestments on PSEG’s Condensed
Consolidated Balance Sheets. The more rapid degietiof the leased property for tax purposes eset#tx cash flow that will be repaid to the
taxing authority in later periods. As such, théiligy for such taxes due is recorded in Defernecbime Taxes on PSEG’s Condensed
Consolidated Balance Sheets.

The table below shows Energy Holdings’ gross andease investment as of September 30, 2013 andriteer 31, 2012 , respectively.

As of As of
September 30, December 31,

2013 2012

Millions

Lease Receivables (net of Non-Recourse Debt) $ 701 $ 721
Estimated Residual Value of Leased Assets 52¢ 53t
1,23( 1,25¢
Unearned and Deferred Income (40%) (41€)
Gross Investments in Leases 82t 84C
Deferred Tax Liabilities (70%) (729)
Net Investments in Leases $ 12C % 117

The corresponding receivables associated withethgel portfolio are reflected below, net of non-tuese debt. The ratings in the table represel
the ratings of the entities providing payment aasce to Energy Holdings. "Not Rated" counterpargsesent investments in lease
receivables related to coal-fired assets and cowciadleeal estate properties.

Lease Receivables, Net of
Non-Recourse Debt

Counterparties’ Credit Rating (Standard & Poor's (S&P)) As of As of

September 30, December 31,
As of September 30, 2013 2013 2012

Millions

AA $ 2C % 21
AA- 56 73
BBB+ - BBB- 31¢ 31¢€
B 16t 16€
Not Rated 144 14E
Total $ 701 % 721

The “B” rating and the "Not Rated" above includade receivables related to coal-fired assets ing#rania and lllinois, respectively. As of
September 30, 2013, the gross investment in #eeeof such assets, net of non-recourse deb&%62smillion ( $23 million , net of deferred
taxes). A more detailed description of such asseder lease is presented in the following table.
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(UNAUDITED)
Counter-
parties’
Gross % Fuel S&P Credit
Asset Location Investment Owned Total Type Ratings Counterparty
Millions MW
Powerton Station Units
5and 6 IL $ 134 64% 1,53¢ Coal Not Rated Edison Mission Energy
Joliet Station Units 7
and 8 IL $ 84 64%  1,04< Coal Not Rated Edison Mission Energy
Keystone Station Units
1land?2 PA $ 117 17% 1,711 Coal B GenOn REMA, LLC
Conemaugh Station
Units 1 and 2 PA % 117 1% 1,711 Coal B GenOn REMA, LLC
Shawville Station Units
1,2,3and 4 PA $ 11C 100% 603 Coal B GenOn REMA, LLC

The credit exposure for lessors is partially mitggbthrough various credit enhancement mechanidthinwhe lease transactions. These credi
enhancement features vary from lease to lease agdnulude letters of credit or affiliate guarargedpon the occurrence of certain defaults,
indirect subsidiary companies of Energy Holdingsildaexercise their rights and attempt to seek reppwf their investment, potentially
including stepping into the lease directly to povtdeir investments. While these actions coulomately protect or mitigate the loss of value,
they could require the use of significant capitaidstments and trigger certain material tax obiligat A bankruptcy of a lessee would likely
delay any efforts on the part of the lessors tersBeir rights upon default and could delay thenetization of claims. Failure to recover
adequate value could ultimately lead to a forea®sun the assets under lease by the lenders elélfigures were to occur, Energy Holdings
could potentially record a pre-tax write-off upit® gross investment in these facilities and mayp &le required to pay significant cash tax
liabilities to the Internal Revenue Service (IRS).

Indirect subsidiary companies of Energy Holdingsskethree coal-fired generation facilities in Pgiuaia (Keystone, Conemaugh and
Shawville) to GenOn REMA, LLC (GenOn REMA), a subary of GenOn Energy Inc. (GenOn), which was aagiby NRG Energy, Inc.
(NRG) in December 2012. With respect to addresgar@us environmental controls: Keystone has itesdad flue gas desulfurization (FGD)
system for sulfur dioxide (S€), selective catalytic reduction (SCR) equipmenmtriitorogen oxide (NQ ) and mercury control; Conemaugh has
a FGD system, while SCR and mercury control equigraee scheduled to be installed and operation#héyirst quarter of 2015; and GenOn
has disclosed its plan to place Shawville in a glderm protective layup” by April 2015. GenOn hgeted that it is evaluating whether to
continue to pay the required rent and maintairfalegity in accordance with the lease terms or ieate the lease for obsolescence in which
case the lessee would be required, among otheygthio pay the contractual termination value stmgat to recover Energy Holdings' indirect
subsidiaries' lease investment as specified itethee agreement.

Although all lease payments from the GenOn REMAdsaare current, no assurances can be given theg fsayments in accordance with the
lease contracts will continue. Factors which magaut future lease cash flows include, but areinatdd to, new environmental legislation
and regulation regarding air quality, water anceotffischarges in the process of generating elégtrinarket prices for fuel, electricity and
capacity, overall financial condition of lease ctarparties and the quality and condition of assater lease.

Nesbitt Asset Recovery, LLC (Nesbitt), (an indiregholly owned subsidiary of Energy Holdings), ovapgproximately64% of the lease
interest in the Powerton and Joliet coal unitdlindis, with the balance held by Associates Cdpitaestments, L.L.P. (Associates) (an affili
of Citigroup, and, together with Nesbitt, the "Hgunvestors"). These facilities are leased to MédnGeneration (MWG), an indirect
subsidiary of Edison Mission Energy (EME).

MWG has substantially completed investments in mmgreemoval (Activated Carbon Injection) and N@mission controls (low NQburners
and Selective Non-Catalytic Reduction systems)April 4, 2013, MWG obtained approval from the Itis Pollution Control Board to defer
capital investments for up to two additional yetarsneet upcoming air emission compliance deadlimeker lllinois law. Also, on July 8, 2013,
the U.S. Court of Appeals affirmed the judgmentha&f lower court dismissing claims brought by th& UEnvironmental Protection Agency
(EPA) and the State of lllinois against EME and M\lGalleged violations of the Clean Air Act.
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On December 17, 2012, EME and MWG filed for reliefler Chapter 11 of the U.S. Bankruptcy Code. Imately prior to that filing, EME,
MWG and the Equity Investors, as well as certafiliaied owner lessors, entered into a forbearaagreement with holders of a majority of
lease debt that financed the original sale-leadetvansaction. The forbearance agreement, whichappsoved by the Bankruptcy Court,
expired on April 5, 2013. In June 2013, the panteehed an agreement, which was approved by thkr@atcy Court, to again extend the
deadline for MWG to assume or reject the leaseis Sa@ptember 30, 2013, and in September 2013, dgtkit to December 31, 2013. As pal
this agreement, (i) MWG will make partial lease papts of $4 millioreach month during the extension period startinguig 2013, (i) MWGC
will continue to make certain environmental capéapenditures at the units, and (iii) the parteserve their rights, claims, and defenses with
respect to whether the leases are secured finamaieigt amounts due under the leases, and théfickatisn of claims under the leases, among
other things.

On October 18, 2013, NRG, EME, MWG, the Equity Istees and other creditor parties involved in theldoaptcy executed a new agreement,
which was approved by the Bankruptcy Court on Cetdl, 2013. The new agreement contains the temchs@nditions under which NRG
would acquire substantially all of EME’s assets]uding the Powerton and Joliet leased assetsafpthe proposed transaction, (i) the
leases for the Powerton and Joliet coal units wbaldssumed on their existing terms, (ii) all s rent under the leases would be paid in
full, (iii) NRG would assume EME's tax indemnity diguarantee obligations, and (iv) NRG would inugsto $350 million in the Powerton
and Joliet coal units so they could be operatemmpliance with all environmental regulations. Tineposed transaction also requires appr
by the FERC and other regulatory bodies, and tbanebe no assurances that the above transactibperdbnsummated. The terms of the
aforementioned forbearance agreement will remaeffact beyond December 31, 2013 until such timthas\NRG acquisition is consummated
or terminated.

Note 7. Available-for-Sale Securities
Nuclear Decommissioning Trust (NDT) Fund

Power maintains an external master nuclear decosionisg trust to fund its share of decommissiorforgts five nuclear facilities upon
termination of operation. The trust contains a ifjeal fund and a non-qualified fund. Section 468t Internal Revenue Code limits the
amount of money that can be contributed into aifjedlfund. The trust funds are managed by thirdypmvestment advisers who operate
under investment guidelines developed by Power.

Power classifies investments in the NDT Fund adae-for-sale. The following tables show the fa&ues and gross unrealized gains and
losses for the securities held in the NDT Fund:

As of September 30, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 61t $ 234 $ ©) $ 843
Debt Securities
Government Obligations 411 5 (6) 41C
Other Debt Securities 31z 11 4) 32C
Total Debt Securities 724 16 (20 73C
Other Securities 62 — — 62
Total NDT Available-for-Sale Securities $ 1,401 $ 25C % (16) $ 1,63¢
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As of December 31, 2012
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 64 $ 147 % ©) $ 78¢
Debt Securities
Government Obligations 274 11 — 28t
Other Debt Securities 32C 22 — 34z
Total Debt Securities 594 33 — 627
Other Securities 124 — — 124
Total NDT Available-for-Sale Securities $ 1,366 $ 18C $ 6 $ 1,54(

These amounts in the preceding tables do not irdledeivables and payables for NDT Fund transastidrich have not settled at the end of
each period. Such amounts are included in AccdrRateivable and Accounts Payable on the Condensesoidated Balance Sheets as sh
in the following table.

As of As of
September 30, December 31,
2013 2012
Millions
Accounts Receivable $ 43 3 18
Accounts Payable $ 47 9 53

The following table shows the value of securitie$hie NDT Fund that have been in an unrealizedgosgtion for less than and greater than 1-
months.

As of September 30, 2013 As of December 31, 2012
Less Than 12 Greater Than 12 Less Than 12 Greater Than 12
Months Months Months Months
Gross Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses Value Losses
Millions
Equity Securities (A) $ 78 $ ® $ — 3 — $ 13¢ % ® $ — 3 =
Debt Securities
Government Obligations (B) 15¢ (6) — — 34 — 1 —
Other Debt Securities (C) 131 (4 — — 31 — 6 —
Total Debt Securities 28¢ (10 — — 65 — 7 —
Other Securities — — — — — — — —
NDT Available-for-Sale
Securities $ 367 $ (e $ — $ — $ 204 % ® $ 7 $ —
(A) Equity Securities—Investments in marketableiggsecurities within the NDT Fund are primarityéommon stocks within a broad

range of industries and sectors. The unrealizesebare distributed over a broad range of secitih limited impairment durations.
Power does not consider these securities to be-titha-temporarily impaired as of September 30,3201



(B) Debt Securities (Government)—Unrealized logse®ower’s NDT investments in United States Treaebligations and Federal
Agency asset-backed securities were caused besgiteate changes. Since these investments are
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guaranteed by the United States government or emcggf the United States government, it is noeekgd that these securities will
settle for less than their amortized cost basigesPower does not intend to sell nor will it berealikely-than-not required to sell.
Power does not consider these securities to be-titha-temporarily impaired as of September 30,3201

© Debt Securities (Corporate)—Power’s investraémicorporate bonds are limited to investment grseturities. It is not expected that
these securities would settle for less than thewréized cost. Since Power does not intend totlsefie securities nor will it be more-
likely-than-not required to sell, Power does natsider these debt securities to be other-than-teamipoimpaired as oSeptember 3(
2013.

The proceeds from the sales of and the net reatjaét on securities in the NDT Fund were:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Millions

Proceeds from NDT Fund Sales $ 22C % 617 $ 837 $ 1,257
Net Realized Gains (Losses) on NDT Fund:

Gross Realized Gains 35 94 95 13€

Gross Realized Losses (9 (29 (39 (41)
Net Realized Gains (Losses) on NDT Fund $ 26 $ 75 $ 61 $ 95

Gross realized gains and gross realized losselwsistin the above table were recognized in Othesrhe and Other Deductions, respectively
in PSEG's and Power's Condensed Consolidated Seatisnof Operations. Net unrealized gains of $11Bami(aftertax) were a component
Accumulated Other Comprehensive Loss on PSEG'®aner's Condensed Consolidated Balance SheetsSeptémber 30, 2013 .

The NDT available-for-sale debt securities heldfaSeptember 30, 2013 had the following maturities:

Time Frame Fair Value
Millions

Less than one year $ 57
1-5years 167
6 - 10 years 18¢€
11 - 15 years 44
16 - 20 years 18
Over 20 years 257
Total NDT Available-for-Sale Debt Securities $ 73C

The cost of these securities was determined obakis of specific identification.

Power periodically assesses individual securitirese fair value is less than amortized cost toroete whether the investments are
considered to be other-than-temporarily impaireat. dguity securities, management considers théyhiid intent to hold for a reasonable
time to permit recovery in addition to the sevedtd duration of the loss. For fixed income semgjtmanagement considers its intent to s¢
requirement to sell a security prior to expectembvery. In those cases where a sale is expectgdmgoairment would be recorded through
earnings. For fixed income securities where thereoiintent to sell or likely requirement to selanagement evaluates whether credit loss is
component of the impairment. If so, that portiomgsorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss)0lB2, other-than-temporary impairments of $7 milliwere recognized on securities in
the NDT Fund. Any subsequent recoveries in theevalithese securities would be recognized in Acdatad Other Comprehensive Income
(Loss) unless the securities are sold, in whicle casy gain would be recognized in income. Thessssent of fair market value compared to
cost is applied on a weighted average basis takingaccount various purchase dates and initial cbthe securities.
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Rabbi Trust

PSEG maintains certain unfunded nonqualified bépédns to provide supplemental retirement andrdeflecompensation benefits to certain
key employees. Certain assets related to these plare been set aside in a grantor trust commardwk as a “Rabbi Trust.”

PSEG classifies investments in the Rabbi Truswvasable-forsale. The following tables show the fair valuessgrunrealized gains and los
and amortized cost basis for the securities hetdérRabbi Trust.

As of September 30, 2013

Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 14 $ 7 % — 3 21
Debt Securities

Government Obligations 11C — 2 10¢

Other Debt Securities 45 — Q) 44
Total Debt Securities 15& — (©) 152
Other Securities 2 — — 2
Total Rabbi Trust Available-for-Sale Securities $ 171 % 7 % 3 $ 17¢

Securities in the Rabbi Trust in a gross unreallesd position have been in such position for teas twelve months.

As of December 31, 2012

Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 13 % 5 % — 3 18
Debt Securities

Government Obligations 114 3 — 117

Other Debt Securities 45 2 — 47
Total Debt Securities 15¢ 5 — 164
Other Securities 3 — — 3
Total Rabbi Trust Available-for-Sale Securities $ 17t $ 10 $ — 3 18t

These amounts in the preceding tables do not iedledeivables and payables for Rabbi Trust Fumdaetions which have not settled at the
end of each period. Such amounts are included goéats Receivable and Accounts Payable on the @sedeConsolidated Balance Sheet
shown in the following table.

As of As of
September 30, December 31,
2013 2012
Millions
Accounts Receivable $ 3 % 4
Accounts Payable $ 3 % 5
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The proceeds from the sales of and the net reafjaat on securities in the Rabbi Trust Fund were:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Millions
Proceeds from Rabbi Trust Sales $ 13 $ 6 $ 77 $ 221
Net Realized Gains (Losses) on Rabbi Trust:
Gross Realized Gains $ — $ — 3 VN 6
Gross Realized Losses — — 3 —
Net Realized Gains (Losses) on Rabbi Trust $ — $ — 3 1 % 6

Gross realized gains and gross realized losselwsistin the above table were recognized in Othesrhe and Other Deductions, respectively
in the Condensed Consolidated Statements of OpegatNet unrealized gains of $2 million (aftax) were a component of Accumulated O
Comprehensive Loss on the Condensed Consolidatedd&aSheets as of September 30, 2013 . The Ralbt dvailable-for-sale debt
securities held as of September 30, 2013 had tlmnviog maturities:

Time Frame Fair Value
Millions

Less than one year $ —
1-5years 59
6 - 10 years 29
11 -15years 7
16 - 20 years 4
Over 20 years 53
Total Rabbi Trust Available-for-Sale Debt Securities $ 152

The cost of these securities was determined obakis of specific identification.

PSEG periodically assesses individual securitiessetair value is less than amortized cost to déter whether the investments are
considered to be other-than-temporarily impairext. deuity securities, the Rabbi Trust is invested commingled indexed mutual fund. Due
to the commingled nature of this fund, PSEG doédawge the ability to hold these securities untpected recovery. As a result, any declines
in fair market value below cost are recorded alsaage to earnings. For fixed income securities,agament considers its intent to sell or
requirement to sell a security prior to expectembyvery. In those cases where a sale is expectgdmgoairment would be recorded through
earnings. For fixed income securities where thereiintent to sell or likely requirement to selanagement evaluates whether credit loss is
component of the impairment. If so, that portiomgsorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss).dadsessment of fair market value compared to cegifed on a weighted average b
taking into account various purchase dates anidlicibst of the securities.
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The fair value of assets in the Rabbi Trust reléadedSEG, Power and PSE&G are detailed as follows:

As of As of
September 30, December 31,

2013 2012

Millions

Power $ 38 $ 36
PSE&G 41 61
Other 96 88
Total Rabbi Trust Available-for-Sale Securities $ 17t % 18t

Note 8. Pension and Other Postretirement BenefitOPEB)

PSEG sponsors several qualified and nonqualifiedipa plans and OPEB plans covering PSEG’s anghitiicipating affiliates’ current and
former employees who meet certain eligibility aite The following table provides the componentsief periodic benefit costs relating to all
qualified and nonqualified pension and OPEB plamam aggregate basis.

Pension and OPEB costs for PSEG are detailed lasvfol

Pension Benefits OPEB Pension Benefits OPEB
Three Months Ended Three Months Ended Nine Months Ended  Nine Months Ended
September 30, September 30, September 30, September 30,
2013 2012 2013 2012 2013 2012 2013 2012
Millions
Components of Net Periodic
Benefit Cost
Service Cost $ 28 $ 26 $ 6 $ 5 $ 87 $ 76 $ 16 $ 13
Interest Cost 54 56 15 17 161 167 47 49
Expected Return on Plan Asset (87) (76) (6) 4 (261) (229) (16) (13
Amortization of Net
Transition Obligation — — — 1 — — — 2
Prior Service Cost (Credit) (5) 5) 4 4 (14 19 (17) (11)
Actuarial Loss 47 41 11 7 141 12t 32 23
Net Periodic Benefit Cost $ 38 $ 42 % 22 % 22 8 114 % 128 $ 68 $ 63
Special Termination Benefits — 1 — — — 1 — —
Effect of Regulatory Asset — — — 4 — — — 14
Total Benefit Costs, Including
Effect of Regulatory Asset $ 38 $ 43 % 22 $ 26 % 114 % 12¢ $ 68 $ 77
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Pension and OPEB costs for Power, PSE&G and PS&teés subsidiaries are detailed as follows:

Pension Benefits OPEB Pension Benefits OPEB

Three Months Ended Three Months Ended Nine Months Ended  Nine Months Ended

September 30, September 30, September 30, September 30,

2013 2012 2013 2012 2013 2012 2013 2012

Millions

Power $ 11  $ 14 $ 6 $ 5 § 323 % 39 $ 17 $ 14
PSE&G 23 24 16 21 68 73 49 61
Other 4 5 — — 13 14 2 2
Total Benefit Costs $ 38 8 43 % 22 % 26 $ 114 $ 12€ % 68 $ 77

During the three months ended March 31, 2013, P&&f®ibuted its entire planned contributions fag frear 2013 of $145 million and $14
million into its pension and postretirement headitecplans, respectively.

Note 9. Commitments and Contingent Liabilities

Guaranteed Obligations

Power’s activities primarily involve the purchaselasale of energy and related products under toatedjon, physical, financial and forward
contracts at fixed and variable prices. These &etiens are with numerous counterparties and bsakeat may require cash, cash-related
instruments or guarantees.

Power has unconditionally guaranteed paymentsuateoparties by its subsidiaries in commaodity-iedatransactions in order to

° support current exposure, interest and other arstsims due and payable in the ordinary coursesifibss, ar

° obtain credi

Under these agreements, guarantees cover lingsdif between entities and are often reciprocalaiture. The exposure between
counterparties can move in either direction.

In order for Power to incur a liability for the fawalue of the outstanding guarantees, its sulv@diavould have to

° fully utilize the credit granted to them by eveguaterparty to whom Power has provided a guaraata

° all of the related contracts would have to be “ofithe-money” (if the contracts are terminated, Bowould owe money to the
counterparties).

Power believes the probability of this result isikely. For this reason, Power believes that theent exposure at any point in time is a more
meaningful representation of the potential liapilinder these guarantees. This current exposustsif the net of accounts receivable and
accounts payable and the forward value on opetiosij less any collateral posted.

Power is subject to

° counterparty collateral calls related to commodiptracts, ar

° certain creditworthiness standards as guarantoernypetformance guarantees of its subsidic

Changes in commodity prices can have a materiahdtngn collateral requirements under such contradtieh are posted and received
primarily in the form of cash and letters of cre@ibwer also routinely enters into futures andan#itransactions for electricity and natural gas
as part of its operations. These futures contuasuslly require a cash margin deposit with broketgch can change based on market
movement and in accordance with exchange rules.

In addition to the guarantees discussed above, Poagealso provided payment guarantees to thirdegaon behalf of its affiliated companies.
These guarantees support various other non-comynaditted contractual obligations.
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The face value of Power's outstanding guaranteesemt exposure and margin positions as of Septe8he2013 and December 31, 2012 are
shown below:

As of As of
September 30, December 31,
2013 2012
Millions
Face Value of Outstanding Guarantees $ 1551 $ 1,50¢
Exposure under Current Guarantees $ 201 % 22¢
Letters of Credit Margin Posted $ 121 $ 124
Letters of Credit Margin Received $ 29 ¢ 68
Cash Deposited and Received
Counterparty Cash Margin Deposited $ 12 % 15
Counterparty Cash Margin Received $ — 3 4
Net Broker Balance Deposited (Received) $ 8 $ 26
In the Event Power were to Lose its Investmenatd® Rating:

Additional Collateral that Could be Required $ 588 $ 654
Liquidity Available under PSEG’s and Power’s ditd-acilities to Post Collateral $ 3531 $ 3,531
Additional Amounts Posted

Other Letters of Credit $ 42 % 45

As part of determining credit exposure, Power netgivables and payables with the correspondingmertgy contract balances. See Note 11.
Financial Risk Management Activities for furthesdission. In accordance with PSEG's accountingyolihere it is applicable, cash
(received)/deposited is allocated against derieatisset and liability positions with the same cerparty on the face of the Balance Sheet. Th
remaining balances of net cash (received)/depoaited allocation are generally included in AccauRtyable and Receivable, respectively.

In the event of a deterioration of Power’s creditrrg to below investment grade, which would repneés three level downgrade from its
current S&P's, Moody's and Fitch ratings, manyhefse agreements allow the counterparty to dematitefyperformance assurance. See tabl
above.

The SEC and the Commaodity Futures Trading Commis&ld-TC) continue efforts to implement new rulegtiect stricter regulation over
swaps and derivatives, including imposing reporéing record-keeping requirements. In August 20BE® began reporting its swap
transactions to a CFTC-approved swap data repgsiiée continue to monitor developments in this aesathe CFTC considers additional
requirements such as a new position limits rulesfegrgy commodity swaps.

In addition to amounts for outstanding guaranteesent exposure and margin positions, Power hategdetters of credit to support various
other non-energy contractual and environmentabakithns. See table above.
Environmental Matters

Passaic River

Historic operations of PSEG companies and the dipesaof hundreds of other companies along thedfassid Hackensack Rivers are allegec
by Federal and State agencies to have dischardpstesitial contamination into the Passaic River/N&vizay Complex.

Federal Comprehensive Environmental Response, Congagion and Liability Act of 1980 (CERCLA)

The EPA has determined that an eight -mile stref¢che Passaic River in the area of Newark, Neweleis a “facility” within the meaning of
that term under CERCLA. The EPA has determinechtedl to perform a study of the entire 17 -mileltidach of the lower Passaic River.

PSE&G and certain of its predecessors conductechtipes at properties in this area on or adjacettié Passaic River. The properties
included one operating electric generating stafiessex Site), which was transferred to Power, on@ér generating station and four former
manufactured gas plant (MGP) sites. When the ES#exvas transferred from PSE&G to Power,
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PSE&G obtained releases and indemnities for ligdxliarising out of the former Essex generatingstand Power assumed any
environmental liabilities.

The EPA notified the potentially responsible pari{ERPs) that the cost of its Remedial Investigeiod Feasibility Study (RI/FS) is now
estimated at approximately $117 million . Sevehtyeé PRPs, including Power and PSE&G, agreed tovassesponsibility for the RI/FS and
formed the Cooperating Parties Group (CPG) to éitite associated costs according to a mutuallyedgrpon formula. The CPG group,
currently seventy members, is presently executiegRl/FS. Approximately five percent of the RI/F&ts were attributable to PSE&G's
former MGP sites and approximately one perceniwd?'s generating stations on an interim basis utingeCPG's group agreement. Power
has provided notice to insurers concerning thigiptdl claim.

In 2007, the EPA released a draft “Focused Feitgilsitudy” (FFS) that proposed various optionsddrass the contamination cleanup of the
lower eight miles of the Passaic River. The EPAneatied costs for the proposed remedy range fro® iflion to $3.7 billion . The work
contemplated by the FFS is not subject to the slosting agreement discussed above. The EPA's depisposed FFS may be released for
public comment before the end of 2013.

In June 2008, an agreement was announced betwe&P# and Tierra Solutions, Inc. and Maxus EnerggpGration (Tierra/Maxus) for
removal of a portion of the contaminated sedimerhé Passaic River at an estimated cost of $8@milPhase | of the removal work has
been completed. Phase Il is contingent on the appad an appropriate sediment disposal facilitieria/Maxus have reserved their rights to
seek contribution for the removal costs from tHeeotPRPs, including Power and PSE&G.

The EPA has advised that the levels of contamirarPassaic River mile 10.9 will require removaadvance of the completion of the RI/FS.
The CPG members, with the exception of Tierra/Mawgch are no longer members, have agreed to @nfliading the removal, currently
estimated at approximately $30 million . PSEG 'galud that effort is approximately three percent.

Except for the Passaic River mile 10.9 removal, &oand PSE&G are unable to estimate their portidhepossible loss or range of loss
related to the Passaic River matters.

New Jersey Spill Compensation and Control Act ($pitt)

In 2005, the New Jersey Department of Environmdntatection (NJDEP) filed suit against a PRP (Oeatdl Chemical Corporation (OCC))
and its related companies in the New Jersey Supg@adart seeking damages and reimbursement for eapended by the State of New Jersey
to address the effects of the PRP's dischargezafrtiaus substances into both the Passaic Rivetharfthlance of the Newark Bay Complex.
Power and PSE&G are alleged to have owned, opeoategtributed hazardous substances to a tothl sites or facilities that impacted these
water bodies. In 2009, third party complaints widesl against some 320 third party defendants uidicly Power and PSE&G, claiming that
each of the third party defendants is responsinl@$ proportionate share of the clean-up costshie hazardous substances it allegedly
discharged into the Passaic River and the Newayk@anplex. Power and PSE&G filed answers to theglamts in 2010. On March 22,
2013, Power and PSE&G signed an agreement to #etlJDEP vs. OCC litigation at a nominal costafl$ettlement is contingent upon a
public comment and NJDEP response period and sh@mee of an order approving the settlement b thet after conducting a fairness
hearing. A stay of third-party discovery remainpiace and has been extended. Power and PSE&Gddtiey have good and valid defenses
to the allegations contained in the third party ptaints and will vigorously assert those defen$emikl the matter not settle. Power and
PSE&G are unable to estimate their portion of thesfble loss or range of loss related to this matte

Natural Resource Damage Claims

In 2003, the NJDEP directed PSEG, PSE&G and 56 &R&s to arrange for a natural resource damagesament and interim compensatory
restoration of natural resource injuries alongltiveger Passaic River and its tributaries pursuarhéoSpill Act. The NJDEP alleged that
hazardous substances had been discharged fronssle& Eite and the Harrison Site. The NJDEP estdrtatecost of interim natural resource
injury restoration activities along the lower Pas$iver at approximately $950 million . In 200geacies of the United States Department of
Commerce and the United States Department of tieeidn sent letters to PSE&G and other PRPs inyifiarticipation in an assessment of
injuries to natural resources that the agenciesded to perform. In 2008, PSEG and a number @ ®RPs agreed to share certain immai
costs the trustees have incurred and will incungdorward and to work with the trustees to explehether some or all of the trustees' claims
can be resolved in a cooperative fashion. Thatteacontinuing. PSEG is unable to estimate itgipo of the possible loss or range of loss
related to this matter.
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Newark Bay Study Area

The EPA has established the Newark Bay Study Avbgh it defines as Newark Bay and portions of faezkensack River, the Arthur Kill

and the Kill Van Kull. In 2006, the EPA sent PSE@Id 1other entities notices that it considered eacthefentities to be a PRP with respe
contamination in the Study Area. The notice letéejuested that the PRPs fund an EPA-approved giutlg Newark Bay Study Area and
encouraged the PRPs to contact OCC to discusgipating in the RI/FS that OCC was conducting. fb#ce stated the EPA's belief that
hazardous substances were released from sites dwrfeBEG companies and located on the Hackensaek, Ricluding two operating

electric generating stations (Hudson and Kearms}siind one former MGP site. PSEG has particigatadd partially funded the second phast
of this study. Notices to fund the next phase efgtudy have been received but it is uncertaihiatime whether the PSEG companies will
consent to fund the third phase. Power and PSE&Gaable to estimate their portion of the posdiide or range of loss related to this matter

MGP Remediation Program

PSE&G is working with the NJDEP to assess, invastigand remediate environmental conditions abitmér MGP sites. To date, 38 sites
requiring some level of remedial action have bekemiified. Based on its current studies, PSE&Gdwermined that the estimated cost to
remediate all MGP sites to completion could rangvieen $476 million and $552 million through 208ince no amount within the range is
considered to be most likely, PSE&G has recordiabdity of $476 million as of September 30, 2013f this amount, $107 million was
recorded in Other Current Liabilities and $369 millwas reflected as Environmental Costs in Norendrtiabilities. PSE&G has recorded a
$476 million Regulatory Asset with respect to thegsts. PSE&G periodically updates its studiesiglnto account any new regulations or
new information which could impact future remediatcosts and adjusts its recorded liability acouytyi.

Prevention of Significant Deterioration (PSD)/New 8urce Review (NSR)

The PSD/NSR regulations, promulgated under therCAéaAct (CAA), require major sources of certain pollutants to obtain permits, install
pollution control technology and obtain offsetssome circumstances, when those sources undemgajar‘modification,” as defined in the
regulations. The federal government may order congahat are not in compliance with the PSD/NSfulaions to install the best available
control technology at the affected plants and tpanetary penalties ranging from $25,000 to $37 /5 day for each violation, depending
upon when the alleged violation occurred.

In 2009, the EPA issued a notice of violation tavE@oand the other owners of the Keystone coal-filadt in Pennsylvania, alleging, among
other things, that various capital improvement @ct§ were completed at the plant which are consitlerodifications (or major modifications)
causing significant net emission increases of PERMir pollutants, beginning in 1985 for Keystormatll and in 1984 for Keystone Unit 2.
The notice of violation states that none of theselifitations underwent PSD/NSR permitting procassrio being put into service, which the
EPA alleges was required under the CAA. The naifogolation states that the EPA may issue an oréguiring compliance with the relevant
CAA provisions and may seek injunctive relief anddivil penalties. Power owns approximately 23%af plant. Power cannot predict the
outcome of this matter.

Hazardous Air Pollutants Regulation

I n accordance with a ruling of the U.S. Court of Agls of the District of Columbia (Court of Appealgle EPA published a Maximum
Achievable Control Technology (MACT) regulationfebruary 2012. These Mercury Air Toxics StandakATS) are scheduled to go into
effect on April 16, 2015 and establish allowabldssion levels for mercury as well as other hazasdmiupollutants pursuant to the CAA. In
February 2012, members of the electric generatidgstry filed a petition challenging the existimmyusce National Emission Standard for
Hazardous Air Pollutants (NESHAP), new source NE®H#d the New Source Performance Standard (NS#8)aidch 2012, PSEG filed a
motion to intervene with the Court of Appeals ipgart of the EPA's implementation of MATS. Litigati of these matters remains pending
and the impact on the implementation schedule ksiown at this time.

Power believes that it will not be necessary ttalhgny additional material controls at its News#y facilities. Additional controls may be
necessary at Power’s Bridgeport Harbor coal-fireid at an immaterial cost. In December 2011, to gigrwith the MACT regulations, a
decision was reached to upgrade the previouslynpitwo flue gas desulfurization scrubbers andihSelective Catalytic Reduction (SCR)
systems at Power’s jointly owned coal-fired geriagatacility at Conemaugh in Pennsylvania. Thidatiation is expected to be completed in
the first quarter of 2015. Power's share of thi@gtiment is estimated to be up to $147 million .
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NOx Regulation

In April 2009, the NJDEP finalized revisions to N@&mission control regulations that impose new N@ission reduction requirements and
limits for New Jersey fossil fuel-fired electricrggration units. The rule has an impact on Powegigegation fleet, as it imposes N&missions
limits that will require capital investment for dools or the retirement of up to 86 combustion inels (approximately 1,750 MW) and four
older New Jersey steam electric generation unggrximately 400 MW) by May 30, 2015. Retirementifiations for the combustion
turbines, except for Salem Unit 3, have been filitti the PIM Interconnection, LLC (PJM). The Saldnit 3 combustion turbine ( 38 MW)
will be transitioning to an emergency generatoralgations are ongoing for the steam electric gaimgranits.

Under current Connecticut regulations, Power’s gejgbrt and New Haven facilities have been utilizligcrete Emission Reduction Credits
(DERCs) to comply with certain N@mission limitations that were incorporated inte facilities’ operating permits. In 2010, Power
negotiated new agreements with the State of Coimextending the continued use of DERCs for ¢emanission units and equipment until
May 31, 2014.

Clean Water Act Permit Renewals

Pursuant to the Federal Water Pollution Control &&/PCA), National Pollutant Discharge EliminatiBgstem (NPDES) permits expire
within five years of their effective date. In orderrenew these permits, but allow a plant to cargtito operate, an owner or operator must 1
permit application no later than six months priekpiration of the permit. States with delegatedkfal authority for this program manage
these permits. The NJDEP manages the permits tnel&tew Jersey Pollutant Discharge Elimination &ys{(NJPDES) program. Connecticut
and New York also have permits to manage theiraetde pollutant discharge elimination system pangs.

One of the most significant NJPDES permits goveymiooling water intake structures at Power is faleB. In 2001, the NJDEP issued a
renewed NJPDES permit for Salem, expiring in JWQ&, allowing for the continued operation of Salsith its existing cooling water intake
system. In 2006, Power filed with the NJDEP a resdeapplication allowing Salem to continue operatimgler its existing NJPDES permit
until a new permit is issued. Power prepared itewel application in accordance with the FWPCA ©eacB16(b) and the 316(b) rules
published in 2004.

As a result of several legal challenges to the 2Z20B{b) rule by certain northeast states, envirantalists and industry groups, the rule has
been suspended and has been returned to the Hi#Actnsistent with a 2009 United States Supremet@euision which concluded that the
EPA could rely upon cost-benefit analysis in segttime national performance standards and in progithr cost-benefit variances from those
standards as part of the Phase Il regulations.

In late 2010, the EPA entered into a settlemergement with environmental groups that establishechadule to develop a new 316(b) rule
July 27, 2012. In April 2011, the EPA publishedragmsed rule to establish marine life mortalitynstards for existing cooling water intake
structures with a design flow of more than two limil gallons per day. In July 2012, the EPA andiemmental groups agreed to delay the
deadline to June 27, 2013 for finalization of thdeR On June 27, 2013, the EPA and environmentalgg agreed to further extend the
deadline to November 4, 2013.

Power is unable to predict the outcome of this psa rulemaking, the final form that the propossgiifations may take and the effect, if any,
that they may have on its future capital requiretsigimancial condition, results of operations asle flows. The results of further proceedings
on this matter could have a material impact on Ravability to renew permits at its larger onceethgh cooled plants, including Salem,
Hudson, Mercer, Bridgeport and possibly SewarenNma Haven, without making significant upgradegxtésting intake structures and
cooling systems. The costs of those upgrades t@om®re of Power’s once-through cooled plants wdad material, and would require
economic review to determine whether to continuerations at these facilities. For example, in P&sapplication to renew its Salem permit,
filed with the NJDEP in February 2006, the estirdatests for adding cooling towers for Salem wengragimately $1 billion , of which
Power’s share would have been approximately $5T%mi These cost estimates have not been upd&iadently, potential costs associated
with any closed cycle cooling requirements areimcitided in Power’s forecasted capital expenditures

On October 1, 2013, the Delaware Riverkeeper Nétwod several other environmental groups filedasslat in the Superior Court of New
Jersey seeking to compel the NJDEP to take actidhawer's pending application for permit renewa&aem either by denying the applicat
or issuing a draft for public comment. Power ishlado predict the outcome of this proceeding.
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Capital Expenditures

The construction programs of PSEG and its subsédiare currently estimated to include a base ®¢al investment of approximately $6.4
billion for the three years ended 2015. The threaryprojected capital expenditures for PSEG, PandrPSE&G are as follows:

2013 2014 2015
Millions
Power $ 40C $ 365 $ 305
PSE&G 2,04t 1,76t 1,30¢
Other 95 40 30
Total PSEG $ 254 % 2,17C % 1,64(C

Power's projected capital expenditures includellvesmaintenance (investments to replace majosgart enhance operational performance)
investments in response to environmental, regylaipfegal mandates and nuclear expansion. PSE@g@jsctions include material additions
and replacements in its transmission and distiouslystems to meet expected growth and manageiligyia

In May 2013, the BPU approved increased spendingoewable energy under PSE&G's Solar Loan and 80Ml investment programs
(Solar Loan Il and Solar 4 All Extension, respeely). PSE&G's projected expenditures through 2dlthe table above have been updated tc
include $215 million under its Solar Loan Il andl& 4 All Extension programs.

Power

During the nine months ended September 30, 2008/¢Pmade $243 million of capital expendituresjuding interest capitalized during
construction (IDC) but excluding $176 million fouclear fuel, primarily related to various projeatsts fossil and nuclear generation stations.

PSE&G

During the nine months ended September 30, 20BE&S made $1,648 million of capital expenditures)uding $1,628 million of
investment in plant, primarily for reliability ofansmission and distribution systems and $20 mililosolar loan investments. This does not
include expenditures for cost of removal, net d&fage, of $66 million , which is included in operaf cash flows.

Energy Holdings

Included in Other for 2013 in the preceding tabla solar project currently under construction iizéna for which Energy Holdings had iss!
an outstanding guarantee of $10 million as of Saptr 30, 2013 .

Basic Generation Service (BGS) and Basic Gas Supdervice (BGSS)

PSE&G obtains its electric supply requirementscisstomers who do not purchase electric supply fitdrd party suppliers through the annual
New Jersey BGS auctions. Pursuant to applicable Bitdd, PSE&G enters into the Supplier Master Agreet with the winners of these B(
auctions following the BPU'’s approval of the aunti@sults. PSE&G has entered into contracts withePpas well as with other winning BGS
suppliers, to purchase BGS for PSE&G'’s load requéets. The winners of the auction (including Povege) responsible for fulfilling all the
requirements of a PJM Load Serving Entity including provision of capacity, energy, ancillary seeg, transmission and any other services
required by PJM. BGS suppliers assume all volusteand customer migration risk and must satisfy Nevgey’s renewable portfolio
standards.

Power seeks to mitigate volatility in its resulisdontracting in advance for the sale of most ®itticipated electric output as well as its
anticipated fuel needs. As part of its objectivewBr has entered into contracts to directly supfi¥&G and other New Jersey electric
distribution companies (EDCs) with a portion ofithespective BGS requirements through the NeweJelB$5S auction process, described
above.
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PSE&G has contracted for its anticipated BGS-FiRede eligible load, as follows:

Auction Year

2010 2011 2012 2013
36-Month Terms Ending May 201: May 201/ May 201¢ May 201¢ (A)
Load (MW) 2,80( 2,80( 2,90( 2,80(
$ per kWh 0.0957" 0.0943( 0.0838t 0.0921¢

(A) Prices set in the 2013 BGS auction became effeotivéune 1, 2013 when the 2010 BGS auction agrasmgpirec

PSE&G has a full requirements contract with Poweaneet the gas supply requirements of PSE&G’s gammers. Power has entered into
hedges for a portion of these anticipated BGSSjabtins, as permitted by the BPU. The BPU pernft&&G to recover the cost of gas
hedging up to 115 billion cubic feet or 80% ofrigsidential gas supply annual requirements thrabgtBGSS tariff. Current plans call for
Power to hedge on behalf of PSE&G approximatelpilidn cubic feet or 50%f its residential gas supply annual requirements.additiona
information, see Note 18. Related-Party Transastion

Minimum Fuel Purchase Requirements

Power has various long-term fuel purchase commitsnm coal through 2017 to support its fossil getien stations and for supply of nuclear
fuel for the Salem, Hope Creek and Peach Bottoneaugenerating stations and for firm transportatiod storage capacity for natural gas.

Power’s strategy is to maintain certain levels @inium and to make periodic purchases to suppalt Evels. As such, the commitments
referred to in the following table may include psdted quantities to be purchased that deviate frmmractual nominal quantities. Power’s
nuclear fuel commitments cover approximately 10G%scestimated uranium, enrichment and fabricat@guirements through 2015 and a
portion through 2017 at Salem, Hope Creek and PBattom.

Power’s various multi-year contracts for firm trangtation and storage capacity for natural gagpenearily used to meet its gas supply
obligations to PSE&G. These purchase obligatioascansistent with Power’s strategy to enter intatiaets for its fuel supply in comparable
volumes to its sales contracts.

As of September 30, 2013, the total minimum puseh@quirements included in these commitments agfellows:

Power’s Share of
Commitments
Euel Type through 2017
Millions
Nuclear Fuel
Uranium $ 47C
Enrichment $ 38¢€
Fabrication $ 14¢€
Natural Gas $ 88C
Coal $ 44¢
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Regulatory Proceedings
New Jersey Clean Energy Program

In June 2013, the BPU established the funding Iardiscal 2014 applicable to its Renewable Eneagy Energy Efficiency programs. The
fiscal year 2014 aggregate funding for all EDC$345 million with PSE&G's share of the funding 208 million . PSE&G has a remaining
current liability of $185 million as of Septembed, 2013 for its outstanding share of the fiscalf26fd remaining fiscal 2013 funding. The
liability is reduced as normal payments are made. liability has been recorded with an offsettiregRlatory Asset, since the costs associatel
with this program are recovered from PSE&G ratemmgtaough the Societal Benefits Charge (SBC).

Long-Term Capacity Agreement Pilot Program (LCAPP)

In 2011, New Jersey enacted the LCAPP Act thattexbin the selection of three generators to baitdtal of approximately 2,00@dW of new
combinedeycle generating facilities located in New Jerdegch of the New Jersey EDCs, including PSE&G, viested to execute a stand
offer capacity agreement (SOCA) with the selectexegators, but did so under protest preserving kbgal rights. The SOCA provides for the
EDCs to guarantee specified annual capacity paysnerihe generators subject to the terms and dondiof the agreement. In July 2013, the
SOCA contract with New Jersey Power Development L4 Gubsidiary of NRG Energy, Inc., was terminaady as a result of a default by
generator. SOCA contracts are for a 15 -year teimich are scheduled to commence for one of thergéors in the 2015/2016 delivery year
and for the other generator in the 2016/2017 defiyear. These contracts are for the aggregatematamount of approximately 1,300 MWs
of installed capacity. Based upon the expectedgmage of state load that PSE&G will be servingrdpthe term of these contracts, the
contracts provide that PSE&G would be responsitiate positive difference of the contract priced #me annual RPM clearing price for
approximately 52% or 676 MW of this amount providedt these generators satisfy their obligatiordeuthe SOCA, including the
requirement that the specific generation unitda#h in the contract achieve commercial operation.

The current estimated fair value of the SOCAs t®reed as a Derivative Asset or Liability with dfsetting Regulatory Asset or Liability on
PSE&G'’s Condensed Consolidated Balance SheetdN&eel2. Fair Value Measurements for additionabinfation.

PSE&G has taken several steps to challenge thésédses, including joining several parties in chatiing the LCAPP Act on constitutional
grounds in federal court. On October 11, 2013t District Court issued a decision finding ttiet LCAPP Act violated the Supremacy
Clause of the U.S. Constitution and declaring tB&PP Act null and void. On October 25, 2013, alfjndgment was issued implementing
federal court's decision in this proceeding and &teling the SOCA contracts void, invalid and ufeeoceable and denying the request of the
defendants to stay the decision pending appeald&fendants may appeal the decision and may ss&ly &rom the U.S. Third Circuit Court
Appeals. Additionally, PSE&G joined an appeal iMN&ersey state court challenging the BPU’s impldatéon of the LCAPP Act. The New
Jersey State Appellate Court dismissed that appéthlout prejudice, based on the fact that the faldeourt had found the LCAPP Act
unconstitutional and void.

Superstorm Sandy

In late October 2012, Superstorm Sandy caused datd@SE&G's transmission and distribution systemughout its service territory as well
as to some of Power's generation infrastructuthémorthern part of New Jersey. Strong winds aed¢sulting storm surge caused damage t
switching stations, substations and generatingétifucture. Power's estimate of the total costsired, to restore its damaged facilities to their
pre-Superstorm Sandy condition is approximately4s3dlion .

Power incurred an additional $17 million and $6Tion of storm-related expense for the three mostid nine months ended September 30,
2013, respectively, primarily for repairs at certgenerating stations in Power's fossil fleet. Botad incurred $85 million of costs in 2012.
These costs were recognized in Operation and Meanize Expense, offset by $25 million and $19 millid insurance recoveries in the
second quarter of 2013 and the fourth quarter @R2€espectively.
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Leveraged Lease Investments

In January 2012, PSEG entered into a specific meltieing agreement with the IRS settling all m@atielated to cross border lease
transactions. This agreement settled the leasspute with finality for all tax periods in which BES realized tax deductions from these
transactions. In January 2012, PSEG also signextra B70AD settlement agreement covering all audit issoesax years 1997 through 20!

In March 2012, PSEG executed a Form 870-AD setthtragreement covering all audit issues for tax y@804 through 2006. These
agreements concluded the audits for these yeaRIBIG and the leasing issue for all tax yearsPIS#EG, the impact of these agreements wa:
an increase in financial statement Income Tax Espaf approximately $175 million in the first quarbf 2012. In prior periods, PSEG had
established financial statement tax liabilities dacertain tax positions in the amount of $246iomliwith respect to these tax years.
Accordingly, the settlement resulted in a net $7llian decrease in the first quarter of 2012 in theome Tax Expense of PSEG.

Cash Impact

For tax years 1997 through 2003, the tax and isté?8EG owes the IRS as a result of this settlemiirtte reduced by the $320 millidASEC
has on deposit with the IRS for this matter. PSE@ p net deficiency for these years of approxitgeié million during the second quarter of
2012. Based upon the closing agreement and the 868rAD for tax years 2004 through 2006, PSEG ailvedRS approximately $620
million in tax and interest. Based on the settlentéthe leasing dispute, for tax years 2007 thtoR@10, the IRS owes PSEG approximately
$676 million . PSEG has filed amended returns for tax years 200D-reflecting the impact of the settlement. Theserns have been audi
by the IRS and accepted as filed. As required &tust, the IRS presented the refund claim to the Bommittee on Taxation for approval. In
October 2012, PSEG was notified that the Joint Cdteentook no exception to the refund claim. In iNg013, PSEG received confirmation
from the IRS which shows that overpayments from20@8 through 2010 tax years have been appliedtisis the liabilities due with respect
to tax years 2004 through 2007. Accordingly, naHer cash payments will be required with respethéocontested leasing transactions. In
addition to the above, PSEG claimed a tax dedudtiothe accrued deficiency interest associatedl this settlement in 2012, which gives rise
to a cash tax savings of approximately $100 million

Note 10. Changes in Capitalization

The following capital transactions occurred in tivee months ended September 30, 2013 :

Power

° paid cash dividends of $690 millida PSEG, ar

° paid $300 million of 2.50%enior Notes at maturit

PSE&G

° issued $350 million of 2.30% Secured Medium-TernteSpSeries | due September 2018
° issued $250 million of 3.75% Secured Medium-TerntedpSeries | due March 2024

° paid $300 million of 5.375% Secured Mediurerm Notes at maturit

° issued $500 million of 2.375% Secured Medium-Teratds, Series | due May 2023

° paid $150 million of 5.00% Secured Mediuferm Notes at maturit

° issued $400 million of 3.80% Secured Medium-TerntedpSeries H due January 2043
° received a $100 millionapital contribution from PSE

° paid $156 millionof Transition Funding's securitization debt,

° paid $ 6 millionof Transition Funding II's securitization de
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Note 11. Financial Risk Management Activities

The operations of PSEG, Power and PSE&G are expgogsedrket risks from changes in commodity pridetgrest rates and equity prices that
could affect their results of operations and firiahcondition. Exposure to these risks is manageoligh normal operating and financing
activities and, when appropriate, through hedgiaggactions.

Hedging transactions use derivative instrumentseate a relationship in which changes to the vafube assets, liabilities or anticipated
transactions exposed to market risks are expeotbd bffset by changes in the value of these dgvevanstruments.

Commodity Prices

The availability and price of energy commodities aubject to fluctuations due to weather, enviram@aepolicies, changes in supply and
demand, state and federal regulatory policies, gtarinditions, transmission availability and otbeents. Power uses physical and financial
transactions in the wholesale energy markets tgaté the effects of adverse movements in fueledectricity prices. Derivative contracts that
do not qualify for hedge accounting or normal paszs/normal sales treatment are marked to markeEvijvith changes in fair value
recorded in the income statement. The fair valu¢hie majority of these contracts is obtained fruoted market sources. Modeling technic
using assumptions reflective of current markets;ageeld curves and forward prices are used tapolate certain prices when no quoted
market exists.

Cash Flow Hedges
Power uses forward sale and purchase contractpssaval futures contracts to hedge

° forecasted energy sales from its generation staaon the related load obligations,

° certain forecasted natural gas sales and purchases to support the BGSS contract with PSE

Certain of these derivative transactions are desgghand effective as cash flow hedges. Duringétend quarter of 2012, Power de-
designated certain of its commodity derivative sagtions that had previously qualified as cash fiegges as they were deemed to no longer
be highly effective as required by the relevanpaating guidance. As a result, subsequent to JuB81R2, Power recognizes all gains and
losses from changes in the fair value of thesevdvies immediately in earnings rather than defigrany such amounts in Accumulated Other
Comprehensive Income (Loss). The fair values of &srde-designated hedges were frozen in Accundil@teer Comprehensive Income
(Loss) as the original forecasted transactionstlieexpected to occur and are reclassified irtmangs as the original derivative transactions
settle.

As of September 30, 2013 and December 31, 201fathvalue and the impact on Accumulated Othan@@hensive Income (Loss)
associated with accounting hedge activity wereods\fis:

As of As of
September 30, December 31,
2013 2012
Millions
Fair Value of Cash Flow Hedges $ 1 $ 3
Impact on Accumulated Other Comprehensive Incfimss) (after tax) $ 3 % 9

The expiration date of the longest-dated cash fledge at Power is in 2014 . Power’s remaining $Bamiof after-tax unrealized gains on
these derivatives is expected to be reclassifieghtaings during the next 12 months. There waseffdctiveness associated with qualifying
hedges as of September 30, 2013 .

Trading Derivatives
The primary purpose of Power’s wholesale marketipgration is to optimize the value of the outputhaf generating facilities via various
products and services available in the markewsrites. Historically, Power engaged in trading et#icity and energy-related products where
such transactions were not associated with theubwotpfuel purchase requirements of its faciliti€sis trading consisted mostly of energy
supply contracts where Power secured sales commigmeth the intent to supply the energy servicemfpurchases in the market rather than
from its owned generation. Such trading activitiese marked to market through the income statemmethtepresented less than one percent «
gross margin (revenues
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less energy costs) on an annual basis. Effectiye2D11, Power discontinued trading activities amticipates that it will not enter into any
more trading derivative contracts.

Other Derivatives

Power enters into additional contracts that arévdives, but do not qualify for or are not desitgthas cash flow hedges. These transactions
are intended to mitigate exposure to fluctuatiosnsammodity prices and optimize the value of itpanted generation. Trade types include
financial options, futures, swaps, fuel purchasesfarward purchases and sales of electricity. @harin the fair market value of these
contracts are recorded in earnings. PSE&G is § partertain long-term natural gas sales contrictptimize its pipeline capacity

utilization. In addition, as further described intd 9. Commitments and Contingent Liabilities, P&E®&as directed to execute long-term
SOCAs with certain generators to support the LCARRP These contracts qualify as derivatives andhaaeked to fair value with the offset
recorded to Regulatory Assets and Liabilities.

Interest Rates

PSEG, Power and PSE&G are subject to the riskuofdhting interest rates in the normal course sfriass. Exposure to this risk is managed
by targeting a balanced debt maturity profile wHiafits refinancing in any given period or intereate environment. In addition, they have
used a mix of fixed and floating rate debt, interage swaps and interest rate lock agreements.

Fair Value Hedges

PSEG enters into fair value hedges to convert fixdd debt into variable-rate debt. As of Septen3#e2013 , PSEG had seven interest rate
swaps outstanding totaling $850 million . Thesems@onvert Power’s $300 million of 5.5% Senior Notlele December 2015, $300 millioh
Power’s $303 million of 5.32% Senior Notes due 8efiter 2016 and Power’s $250 million of 2.75% SeNiotes due September 2016 into
variable-rate debt. These interest rate swapsemigihted and effective as fair value hedges. ainedlue changes of the interest rate swaps
are fully offset by the changes in the fair valii¢he underlying forecasted interest payments efdébt. As of September 30, 2013 and
December 31, 2012 , the fair value of all the ulyiley hedges was $42 million and $57 million , resgvely.

Cash Flow Hedges

PSEG uses interest rate swaps and other derivatidésh are designated and effective as cash fledghs, to manage its exposure to the
variability of cash flows, primarily related to vable-rate debt instruments. The Accumulated O@wmnprehensive Income (Loss) (after tax)
related to interest rate derivatives designatethab flow hedges was $(1) million and $(2) millemof September 30, 2013 and December 31
2012 , respectively.

Fair Values of Derivative Instruments

The following are the fair values of derivativetmsnents on the Condensed Consolidated BalancdsSHée following tables also include
disclosures for offsetting derivative assets aabilities which are subject to a master nettingiorilar agreement. See Note 2. Recent
Accounting Standards. In general, the terms obtfreements provide that in the event of an eariyitetion the counterparties have the right
to offset amounts owed or owing under that andathgr agreement with the same counterparty. Aconghgj and in accordance with our
accounting policy, these positions have been offséite Condensed Consolidated Balance SheetsvedP®@SE&G and PSEG. The following
tabular disclosure does not include the offsettihyade receivables and payables.
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As of September 30, 2013
Power (A) PSE&G(A) PSEG (A) Consolidated
Cash Flow Non Non Fair Value
Hedges Hedges Hedges Hedges
Energy- Energy- Energy- Interest
Related Related Netting Total Related Rate Total
Balance Sheet Location Contracts Contracts (B) Power Contracts Swaps Derivatives
Millions
Derivative Contracts
Current Assets $ 1 % 226 $ (1579 $ 72 $ 19 % 16 $ 107
Noncurrent Assets — 164 (75) 89 69 26 184
Total Mark-to-Market
Derivative Assets $ 1 % 392 $ (232 $ 161 $ 88 $ 42 3 291
Derivative Contracts
Current Liabilities $ — ¢ (199) ¢ 157 $ (36 $ — 3 — 3 (36)
Noncurrent Liabilities — (96) 73 (23 (140 — (163)
Total Mark-to-Market
Derivative (Liabilities) $ — 28¢) $ 23C $ (B9 $ (140 $ — 3 (199
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 1 9 105 % 2 $ 10z % (52 $ 42 % 92
As of December 31, 2012
Power (A) PSE&G (A) PSEG (A) Consolidated
Cash Flow Non Non Fair Value
Hedges Hedges Hedges Hedges
Energy- Energy- Energy- Interest
Related Related Netting Total Related Rate Total
Balance Sheet Location Contracts Contracts (B) Power Contracts Swaps Derivatives
Millions
Derivative Contracts
Current Assets $ 3 3% 332 $ (219 $ 118 $ 5 $ 15 $ 13¢
Noncurrent Assets — 75 (26) 49 62 42 15¢
Total Mark-to-Market
Derivative Assets $ 3 % 407 $ (249 $ 167 $ 67 $ 57 % 291
Derivative Contracts
Current Liabilities $ — % (265) $ 21¢ $ (46) $ — % — % (46)
Noncurrent Liabilities — (47) 26 (15) (107) — (122
Total Mark-to-Market
Derivative (Liabilities) $ — 3 (306) $ 245 $ (61) $ (107) $ — 3 (16¢)
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 3 3 101 $ 2 $ 10e $ (40) $ 57 $ 12:

(A)

(B)

Substantially all of Power's and PSEG's ddirainstruments are contracts subject to mastiingeagreements. Contracts not subjec
to master netting or similar agreements are imr@tend did not have any collateral posted or nemias of September 30, 2013 and
December 31, 2012 . PSE&G does not have any deevabntracts subject to master netting or sinalgreements.

Represents the netting of fair value balarvei#ls the same counterparty (where the right ofetfsxists) and the application of



collateral. All cash collateral received or postieat has been allocated to derivative positiongreh
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the right of offset exists, has been offset ingtegement of financial position. As of SeptemberZil3 and December 31, 2012 , net
cash collateral (received) paid of $(2) million éimillion , respectively, were netted against¢haesponding net derivative
contract positions. Of the $(2) million as of Sepber 30, 2013 , $(1) million of cash collateral wasted against current assets, $(2)
million was netted against noncurrent assets amaiffibn was netted against current liabilities. D& $2 million as of December 31,
2012, cash collateral of $(3) million and $5 noilliwere netted against current assets and curadilities, respectively.

Certain of Power’s derivative instruments contaiovisions that require Power to post collateraiisTdollateral may be posted in the form of
cash or credit support with thresholds continggrdruPower’s credit rating from each of the maj@ditrrating agencies. The collateral and
credit support requirements vary by contract anddaynterparty. These credit risk-related contindeatures stipulate that if Power were to be
downgraded or lose its investment grade creditgait would be required to provide additional atdiral. This incremental collateral
requirement can offset collateral requirementsteeldo other derivative instruments that are assittsthe same counterparty, where the
contractual right of offset exists under applicaini@ster agreements. Power also enters into comyrntoditsactions on the New York
Mercantile Exchange (NYMEX) and IntercontinentacBange (ICE). The NYMEX and ICE clearing housesagatounterparties to each tre
Transactions on NYMEX and ICE must adhere to colmgmeive collateral and margin requirements.

The aggregate fair value of all derivative instramtsewith credit risk-related contingent featuresiiliability position that are not fully
collateralized (excluding transactions on NYMEX d@dE that are fully collateralized) was $75 milliand $98 million as of September 30,
2013 and December 31, 2012 , respectively. As pfedaber 30, 2013 and December 31, 2012 , Powethieacbntractual right of offset of $42
million and $61 million , respectively, relatedderivative instruments that are assets with theesesanterparty under agreements and net of
margin posted. If Power had been downgraded oitkogtvestment grade rating, it would have haditamithl collateral obligations of $33
million and $37 million as of September 30, 2018 &ecember 31, 2012 , respectively, related tdetsvatives, net of the contractual right of
offset under master agreements and the applicafioallateral. This potential additional collatersilincluded in the $588 million and $654
million as of September 30, 2013 and December @122 respectively, discussed in Note 9. Commitsant Contingent Liabilities.

The following shows the effect on the CondensedsGlidated Statements of Operations and on Accueni@ther Comprehensive Income
(AOCI) of derivative instruments designated as dé&sh hedges for the three months ended Septenthe2®.3 and 2012 :

Amount of Amount of Amount of
Pre-Tax Pre-Tax Pre-Tax
Gain (Loss) Gain (Loss) Location of Gain (Loss)
Recognized in Location Reclassified Pre-Tax Gain Recognized in
AOCI on of Pre-Tax Gain from AOCI (Loss) Recognized in Income on
Derivatives (Loss) Reclassified into Income Income on Derivatives
(Effective from AOCI into (Effective Derivatives (Ineffective
Portion) Income Portion) (Ineffective Portion) Portion)
Three Months Three Months Three Months
Ended Ended Ended
Derivatives in
Cash Flow Hedging September 30, September 30, September 30,
Relationships 2013 2012 2013 2012 2013 2012
Millions
PSEG
Energy-Related Contrac$ 1 $ (3) Operating Revenues $ 3 $ 15 OperatingRevenues $ (1) $ (1)
Total PSEG $ 1 % (3 $ 3 $ 15 $ 1 $
Power
Energy-Related Contrac$ 1 $ (3) Operating Revenues $ 3 $ 15 OperatingRevenues $ (1) $ ()
Total Power $ 1 8 3 $ 3 $ 15 $ s O
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The following shows the effect on the CondensedsBlidated Statements of Operations and on AOCEdkdtive instruments designated as
cash flow hedges for the nine months ended Septedthe013 and 2012 :

Amount of Amount of Amount of
Pre-Tax Pre-Tax Pre-Tax
Gain (Loss) Gain (Loss) Location of Gain (Loss)
Recognized in Location Reclassified Pre-Tax Gain Recognized in
AOCI on of Pre-Tax Gain from AOCI (Loss) Recognized in Income on
Derivatives (Loss) Reclassified into Income Income on Derivatives
(Effective from AOCI into (Effective Derivatives (Ineffective
Portion) Income Portion) (Ineffective Portion) Portion)
Nine Months Nine Months Nine Months
Ended Ended Ended
Derivatives in
Caslx Fll\(/)W I1|edging September 30, September 30, September 30,
Relationships 2013 2012 2013 2012 2013 2012
Millions
PSEG (A)
Energy-Related Contrac$ 1 $ 27 Operating Revenues $ 11 $ 67 OperatingRevenues $ (1) $ (1)
Energy-Related Contracts — (4) Energy Costs — 9 — —
Interest Rate Swaps — — Interest Expense 1) Q) — —
Total PSEG $ 1 $ 23 $ 1C $ 57 $ s O
Power
Energy-Related Contrac$ 1 $ 27 Operating Revenues $ 11 $ 67 OperatingRevenues $ (1) $ (2)
Energy-Related Contracts — (4) Energy Costs — 9) — —
Total Power $ 1 $ 23 $ 11 $ 58 $ O s 1

(A) Includes amounts for PSEG parent.

The following reconciles the Accumulated Other Coefgnsive Income for derivative activity includedie Accumulated Other
Comprehensive Loss of PSEG on a pre-tax and afxebbdsis:

Accumulated Other Comprehensive Income Pre-Tax After-Tax
Millions

Balance as of December 31, 2012 $ 12 $ 7
Less: Gain Reclassified into Income @) 4)
Balance as of June 30, 2013 $ 5 % 3
Gain Recognized in AOCI $ 1 1
Less: Gain Reclassified into Income 3 ()
Balance as of September 30, 2013 $ 3 % 2
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The following shows the effect on the CondensedsChidated Statements of Operations of derivatig¢riiments not designated as hedging

(UNAUDITED)

instruments or as normal purchases and salesddhtbe months and nine months ended Septemb20388,and 2012 :

Derivatives Not Designated as Hedges

Location of Pre-Tax
Gain (Loss)
Recognized in Income
on Derivatives

Pre-Tax Gain (Loss)
Recognized in Income
on Derivatives

PSEG and Power
Energy-Related Contracts
Energy-Related Contracts
Total PSEG and Power

Operating Revenues
Energy Costs

Three Months Ended

Nine Months Ended

September 30, September 30,
2013 2012 2013 2012
Millions
$ 14 $ (90 $ (32 $ 14k
10 6 63 a7
$ 24 3 (84) $ 31 % 12¢

Power’s derivative contracts reflected in the pdéog tables include contracts to hedge the purchadesale of electricity and natural gas and
the purchase of fuel. Not all of these contracwlifufor hedge accounting. Most of these contracesmarked to market. The tables above do

not include contracts for which Power has elechedriormal purchase/normal sales exemption, suith B&S contracts and certain other

energy supply contracts that it has with otheitigi and companies with retail load. In additiBSEG has interest rate swaps designated ¢
value hedges. The effect of these hedges was tizeadterest expense by $4 million and $6 millionthe three month periods a#iti4 million

and $17 million for the nine month periods endept&mber 30, 2013 and 2012 , respectively.

The following reflects the gross volume, on an &lteovalue basis, of derivatives as of SeptembePB03 and December 31, 2012 :

Type Notional Total PSEG Power PSE&G
Millions

As of September 30, 2013

Natural Gas Dth 537 — 377 16C
Electricity MWh 247 — 247 —
Capacity MW days 4 — — 4
FTRs MWh 22 — 22 —
Interest Rate Swaps U.S. Dollars 85C 85C — —
As of December 31, 2012

Natural Gas Dth 59¢ — 404 192
Electricity MWh 20¢ — 20¢ —
Capacity MW days 4 — — 4
FTRs MWh 19 — 19 —
Interest Rate Swaps U.S. Dollars 85( 85( — —
Coal Tons 1 — 1 —

Credit Risk

Credit risk relates to the risk of loss that we ldancur as a result of non-performance by couradigs pursuant to the terms of their
contractual obligations. We have established cyaalities that we believe significantly minimizeedit risk. These policies include an

evaluation of potential counterparties’ financiahdition (including credit rating), collateral rdggments under certain circumstances and the
use of standardized agreements, which allow fon#ttng of positive and negative

41




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

exposures associated with a single counterpartphdmevent of non-performance or non-payment byagintounterparty, there may be a
material adverse impact on Power’s and PSEG’s fiahisondition, results of operations or net cdsivs.

As of September 30, 2013, 95% of the credit expofar Power’s operations was with investment grealenterparties. Credit exposure is
defined as any positive results of netting accousttsivable/accounts payable and the forward vafiwgen positions (which includes all
financial instruments including derivatives and +d@rivatives and normal purchases/normal sales).

The following table provides information on Powettedit risk from others, net of cash collateralpdSeptember 30, 2013 . It further
delineates that exposure by the credit rating efciunterparties and provides guidance on the otrat®n of credit risk to individual
counterparties and an indication of the qualitPofver’s credit risk by credit rating of the coupi@ties.

Securities Number of Net Exposure of
Current Held as Net Counterparties Counterparties
Rating Exposure Collateral Exposure >10% >10%

Millions Millions
Investment Grade—External Rating  $ 18C $ 17 $ 18C 1 % 90 (A)
Non-Investment GradeExternal Rating 2 — 2 — —
Investment Grade—No External Ratin 7 — 7 — —
Non-Investment Grade—No External
Rating 8 — 8 — _
Total $ 197 $ 17 $ 197 1 % 90

(A) Represents net exposure with PSE

The net exposure listed above, in some casesnhatilbe the difference between the current exposodethe collateral held. A counterparty r
have posted more cash collateral than the outstgradiposure, in which case there would be no expo¥uhen letters of credit have been
posted as collateral, the exposure amount is mlotcexd, but the exposure amount is transferredetoating of the issuing bank. As of
September 30, 2013, Power had 142 active countapa

Note 12. Fair Value Measurements

Fair value is the price that would be receivedaiban asset or paid to transfer a liability incaderly transaction between market participan
the measurement date. Accounting guidance fovfdire measurement emphasizes that fair value iarkefibased measurement, not an entit
specific measurement, and establishes a fair ya&rarchy that distinguishes between assumptiossdan market data obtained from
independent sources and those based on an ewtity assumptions. The hierarchy prioritizes the igpa fair value measurement into three
levels:

Level 1—measurements utilize quoted prices (unadjustedgtive markets for identical assets or liabilitieat PSEG, Power and PSE&G hi
the ability to access. These consist primarilyisiEd equity securities.

Level 2—measurements include quoted prices forlaimassets and liabilities in active markets, gdgidces for identical or similar assets or
liabilities in markets that are not active and otbleservable inputs such as interest rates and yigles that are observable at commonly
guoted intervals. These consist primarily of nokenge traded derivatives such as forward contoaaiptions and most fixed income
securities.

Level 3—measurements use unobservable inputs $etssr liabilities, based on the best informa#wailable and might include an entity’s
own data and assumptions. In some valuationsniigs used may fall into different levels of theriarchy. In these cases, the financial
instrument’s level within the fair value hierarcisybased on the lowest level of input that is digant to the fair value measurement. As of
September 30, 2013 , these consist primarily afteteswaps whose basis is deemed significantdéddh value measurement, long-term
electric load contracts, gas supply contracts ang-term capacity contracts.

The following tables present information about P&;:Bower’s and PSE&G's respective assets andil{tiab) measured at fair value on a
recurring basis as of September 30, 2013 and Deme&ih 2012 , including the fair value measuremantsthe levels of inputs used in
determining those fair values. Amounts shown foEBSnclude the amounts shown for Power and PSE&G.
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Recurring Fair Value Measurements as of Septemberd3 2013

Significant
Cash Quoted Market Prices  Significant Other Unobservable
Collateral for Identical Assets Observable Inputs Inputs
Description Total Netting (D) (Level 1) (Level 2) (Level 3)
Millions
PSEG
Assets:
Derivative Contracts:
Energy-Related Contracts (A) $ 24¢ % ) $ — 3 15¢ $ 96
Interest Rate Swaps (B) $ 42 % — 3 — 8 42 % —
NDT Fund (C)
Equity Securities $ 84z $ — 3 84z $ 1 3 —
Debt Securities—Govt Obligations ~ $ 41C % — $ — $ 41C % —
Debt Securities—Other $ 32C $ — 3 — % 32C $ —
Other Securities $ 62 $ — 3 — 8 62 $ —
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 21 % — 3 21 % — 3 —
Debt Securities—Govt Obligations ~ $ 10¢ $ — $ — % 106 $ —
Debt Securities—Other $ 44 3 — 3 — % 44 $ —
Other Securities $ 2 % — 3 — 8 2 3 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (A) $ (199 $ 1 $ — 3 58 $ (142)
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (A) $ 161 $ ) $% — 3 15¢ $ 8
NDT Fund (C)
Equity Securities $ 843 % — $ 84z $ 1 3 =
Debt Securities—Govt Obligations  $ 41C $ — 3 — 8 41C $ —
Debt Securities—Other $ 32C $ — 3 — % 32C $ —
Other Securities $ 62 $ —  $ — % 62 $ —
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 5 % — $ 5 % — $ =
Debt Securities—Govt Obligations  $ 23 % — 3 — 8 23 % —
Debt Securities—Other $ 10 $ — 3 — % 10 $ —
Other Securities $ — 3 — 3 — % — $ —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (A) $ (59 $ 1 $ — 3 58 $ @)
PSE&G
Assets:
Derivative Contracts:
Energy-Related Contracts (A) $ 88 % — 3 — 3 — 3 88
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 5 % — 3 5 $ — 3 —
Debt Securities—Govt Obligations ~ $ 26 % — ¢ — $ 26 % —
Debt Securities—Other $ 10 $ — 3 — 3 10 $ —




Other Securities $ — 3 — 3 — 8 —  $ —
Liabilities:

Derivative Contracts:

Energy-Related Contracts (A) $ (140 $ — 3 — $ — $ (140
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Recurring Fair Value Measurements as of December 32012

Significant
Cash Quoted Market Prices  Significant Other Unobservable
Collateral for Identical Assets Observable Inputs Inputs
Description Total Netting (D) (Level 1) (Level 2) (Level 3)
Millions
PSEG
Assets:
Derivative Contracts:
Energy-Related Contracts (A) $ 234 % ) $ — 3 157 $ 80
Interest Rate Swaps (B) $ 57 $ — 3 — 8 57 $ —
NDT Fund (C)
Equity Securities $ 78¢ $ — 3 78¢ $ — $ —
Debt Securities—Govt Obligations ~ $ 28t $ — $ — $ 28t $ —
Debt Securities—Other $ 34z $ — 3 — % 34z $ —
Other Securities $ 124 $ — 3 — 8 124 $ —
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 18 $ — 3 18 $ — 3 —
Debt Securities—Govt Obligations ~ $ 117 $ — $ — % 117 $ —
Debt Securities—Other $ 47 3 — 3 — % 47 $ —
Other Securities $ 3 % — 3 — 8 3 3 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (A) $ (16§ $ 5 $ — 3 62 $ (111
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (A) $ 167 $ ) $% — 3 157 $ 13
NDT Fund (C)
Equity Securities $ 78¢ $ — $ 78¢ $ — 3 =
Debt Securities—Govt Obligations  $ 28t 3 — 3 — 8 28t 3 —
Debt Securities—Other $ 34z $ — 3 — % 34z $ —
Other Securities $ 124 % —  $ — % 124 % —
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 3 % — $ 3 % — $ =
Debt Securities—Govt Obligations  $ 23 % — 3 — 8 23 % —
Debt Securities—Other $ 9 $ — 3 — % 9 $ —
Other Securities $ 1 % —  $ — % 1 3 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (A) $ 61) $ 5 $ — 3 62 $ 4)
PSE&G
Assets:
Derivative Contracts:
Energy Related Contracts (A) $ 67 $ — 3 — 3 — 3 67
Rabbi Trust (C)
Equity Securities—Mutual Funds $ 6 9 — 3 6 $ — 3 —
Debt Securities—Govt Obligations ~ $ 39 % — ¢ — $ 39 % —
Debt Securities—Other $ 15 $ — 3 — 3 15 $ —




(A)

Other Securities $ 1 $ — 3 — 8 1 $ —
Liabilities:

Derivative Contracts:

Energy Related Contracts (A) $ (107 $ — 3 — $ — 3 (207)

Level 2—Fair values for energy-related contsaare obtained primarily using a market-basedegur. Most derivative contracts
(forward purchase or sale contracts and swapsjawed using the average of the bid/ask midpoimsfmultiple broker or dealer
guotes or auction prices. Prices used in the vialugtrocess are also corroborated independentimdoyagement to determine that
values are based on actual transaction data tireiabsence of transactions, bid and offers fod#ye Examples may include cert
exchange and non-exchange traded capacity andi@tgatontracts and natural gas physical or swaqtracts based on market
prices, basis adjustments and other premiums vddjustments and premiums are not considered signifito the overall inputs.
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Level 3—For energy-related contracts, which inclottre complex agreements where limited observaiplets or pricing
information are available, modeling techniqueseamployed using assumptions reflective of contrddirans, current market rates,
forward price curves, discount rates and risk fis;tas applicable. Fair values of other energyrectg may be based on broker
quotes that we cannot corroborate with actual ntdareasaction data.

(B) Interest rate swaps are valued using quoted poice®mmonly quoted intervals, which are interpaldte periods different than tt
quoted intervals, as inputs to a market valuatioadeh Market inputs can generally be verified armie selection does not involve
significant management judgment.

© The NDT Fund maintains investments in variegsity and fixed income securities classified asaflable for sale. The Rabbi Trus
maintains investments in an S&P 500 index fundaribus fixed income securities classified as “mlde for sale.” These
securities are generally valued with prices thatether exchange provided (equity securities) arket transactions for comparable
securities and/or broker quotes (fixed income steas}.

Level 1—Investments in marketable equity securitvéhin the NDT Fund are primarily investments onmomon stocks across a
broad range of industries and sectors. Most egeityirrities are priced utilizing the principal mar&®se price or, in some cases,
midpoint, bid or ask price (primarily Level 1). TRabbi Trust equity index fund is valued based woted prices in an active
market (Level 1).

Level 2—NDT and Rabbi Trust fixed income securities limited to investment grade corporate bondslmited States
Treasury obligations or Federal Agency asset-baskedrities with a wide range of maturities. Sinany fixed income
securities do not trade on a daily basis, theypeoed using an evaluated pricing methodology Waaies by asset class and
reflects observable market information such asribst recent exchange price or quoted bid for sinsiéeurities. Market-based
standard inputs typically include benchmark yielgported trades, broker/dealer quotes and isgpueads (primarily Level

2). Short-term investments and certain commingdaapiorary investments are valued using observabtkanprices or market
parameters such as time-to-maturity, coupon raigljtg rating and current yield (primarily Level.2)

(D) Cash collateral netting represents collatarabunts netted against derivative assets andifiabias permitted under the accounting
guidance for Offsetting of Amounts Related to Gertaontracts.

Additional Information Regarding Level 3 Measuremerts

For valuations that include both observable andeansable inputs, if the unobservable input ismeiteed to be significant to the overall
inputs, the entire valuation is categorized in LeéeThis includes derivatives valued using indiafprice quotations for contracts with tenors
that extend into periods with no observable pricingnstances where observable data is unavajlablesideration is given to the assumptions
that market participants would use in valuing theed or liability. This includes assumptions aboatket risks such as liquidity, volatility and
contract duration. Such instruments are categoiizé@vel 3 because the model inputs generallyhateobservable. PSE&Risk Managemel
Committee approves risk management policies anectitags for risk assessment, control and valuationnterparty credit approval, and the
monitoring and reporting of risk exposures. ThekRianagement Committee reports to the Audit Conemitif the PSEG Board of Directors
on the scope of the risk management activitiesisnelsponsible for approving all valuation procesduat PSEG. Forward price curves for the
power market utilized by Power to manage the pbotfare maintained and reviewed by PSEG’s EnteggRisk Management market pricing
group, and used for financial reporting purpos&E® considers credit and nonperformance risk irvétheation of derivative contracts
categorized in Levels 2 and 3, including both histd and current market data, in its assessmeateaafit and nonperformance risk by
counterparty. The impacts of credit and nonperforreaisk were not material to the financial statetse

For Power, in general, electric swaps are measatréadr value based on at least two pricing inptite,underlying price of electricity at a liquid
reference point and the basis difference betwesstrality prices at the liquid reference point atectricity prices at the respective delivery
locations. To the extent the basis component isdas a single broker quote and is significanhtfair value of the electric swap, it is
categorized as Level 3. The fair value of Powdestac load contracts in which load consumptioryrahange hourly based on demand are
measured using certain unobservable inputs, sublsgwic load variability and, accordingly, argagorized as Level 3. For Power, long-term
electric capacity contracts are measured usingo@gpeuction prices. If the fair value for the uselbvable tenor is significant, then the entire
capacity contract is categorized as Level 3. Favd?@nd PSE&G, natural gas supply contracts aresaned at fair value using modeling
techniques taking into account the current priceattiral gas adjusted for appropriate risk facésrapplicable, and internal assumptions abou
transportation costs, and accordingly, the faingaheasurements are classified in Level 3. For R§H8ngterm electric capacity contracts
measured at fair value using both observable cgpacction prices and unobservable future long-teapacity prices. The measurement of
these contracts include adjustments for contingsnaiuch as the potential outcome of litigatiorcsally related to the contract and the risk
related to the construction of the specified capdacilities.
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Accordingly, the fair value measurements are digssas Level 3. The following tables provide ditaurrounding significant Level 3
valuations as of September 30, 2013 and Decemh&032 .

Quantitative Information About Level 3 Fair Value M easurements
Significant
Fair Value as of Valuation Unobservable
Commodity Level 3 Position September 30, 2013 Technique(s) Input Range
Assets (Liabilities)
Millions
Power
Discounted
Electricity Electric Swaps $ 7 $ — Cash Flow Power Basis  $0 to $10/MWh
Discounted Historic Load
Electricit Electric Load Contracts — 2 Cash Flow Variability -5% to +10%
Other Various (A) 1 —
Total Power $ 8 (2
PSE&G
Long-Term
Capacity Prices
and
Discounted Transportation
Gas and Capacity Forward Contracts (B) $ 88 % (140 Cash Flow Costs (B)
Total PSE&G $ 88 $ (140
TOTAL PSEG $ 9% $ (142
Quantitative Information About Level 3 Fair Value M easurements
Fair Value as of Valuation Significant
Commaodity Level 3 Position December 31, 2012 Technique(s) Unobservable Input Range
Assets (Liabilities)
Millions
Power
Discounted $0 t
Electricity Electric Swaps $ 79 (1) Cash Flow Power Basis $10/MWh
Discounted Historic Load
Electricit Electric Load Contracts 1 (20 Cash Flow Variability -5% to +10%
Other Various (A) 5 (2)
Total Power $ 13 $ 4
PSE&G
Long-Term Gas
Forward Contra Discounted Basis and Capacity
Gas and Capacity © $ 67 $ (107)  Cash Flow Prices (©
Total PSE&G $ 67 % (107)
TOTAL PSEG $ 80 $ (117
(A) Includes gas supply positions which are immiates of September 30, 2013 and December 31, 281 includes longerm electric

capacity positions which are immaterial as of Delsen81, 2012 .
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(B) Unobservable inputs for the long-term elect@pacity contracts include forecasted capacityegrin the range of $100 to $400 /MW
day. Unobservable inputs for gas supply contraxtkide the weighted average cost of transportimgmyéhe range of $0.70 to $1 per
dekatherm.

© Includes long-term electric capacity and ldagn gas supply positions with various unobservatpats. Unobservable inputs for the
long-term electric capacity contracts include fasted capacity prices in the range of $100 to $¥W day. Significant unobservak
inputs for the gas supply contracts include lorrgatbasis prices in the range of $0 to $4 /MMBT Lhafural gas.

Significant unobservable inputs listed above wddgle a direct impact on the fair values of the ablosvel 3 instruments if they were
adjusted. For energy-related contracts in casesenP@wer is a seller, an increase in either thegpdasis or the load variability or the longer-
term gas basis amounts would decrease the faievBhr long-term electric capacity contracts wHesE&G is a buyer, an increase in the
capacity price would increase the fair value. Fas gupply contracts where PSE&G is a seller, am@se in gas transportation cost would
increase the fair value.

A reconciliation of the beginning and ending baksof Level 3 derivative contracts and securitieglie three months and nine months ende
September 30, 2013 and 2012 , respectively, fotlows

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis for the ThreeMonths Ended September 30,

2013
Total Gains or (Losses)
Realized/Unrealized
Included in Issuances/  Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases  Settlements In/Out September 30,
Description July 1, 2013  Income (A) Liabilities (B) (Sales) © (D) 2013
Millions
PSEG
Net Derivative
Assets
(Liabilities) $ (35 $ 1 $ 11 $ — 3 @ $ — 3 (4€)
Power
Net Derivative
Assets
(Liabilities) $ 6 $ 1 3 — % — 3 1 $ — $ 6
PSE&G
Net Derivative
Assets
(Liabilities) $ 41 $ — $ 11 $ — $ — 3 — $ (52
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Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Nine Months Ended September 30, 2013

Total Gains or (Losses)
Realized/Unrealized

Balance as of Included in Issuances/  Transfers Balance as of
January 1, Included in Regulatory Assets Purchases  Settlements In/Out September 30,
Description 2013 Income (E) Liabilities (B) (Sales) © (D) 2013

Millions
PSEG
Net Derivative
Assets
(Liabilities) $ (31 $ (1e) $ 12 $ — 9 $ 4 % (46)
Power
Net Derivative
Assets
(Liabilities) $ 9 % (16) $ —  $ — % 9 % 4 $ 6
PSE&G
Net Derivative

Assets
(Liabilities) $ 40 $ — % 12 $ — % — % — % (52

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis for the ThreeMonths Ended September 30,
2012

Total Gains or (Losses)
Realized/Unrealized

Included in Issuances/  Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases  Settlements In/Out September 30,
Description July 1, 2012 Income (A) Liabilities (B) (Sales) © (D) 2012

Millions

PSEG

Net Derivative

Assets

(Liabilities) $ (36) $ @ % 25 $ — % 9 $ — $ (22)
Non-Recourse

Debt $ — % — 3 — % — % — 3 — $ —
Power

Net Derivative

Assets

(Liabilities) $ 22 $ 2@ $ — 3 — 9 $ — 3 12
PSE&G

Net Derivative

Assets
(Liabilities) $ 58 $ — 3 25 $ — 3 — 3 — $ (33
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Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Nine Months Ended September 30, 2012

Total Gains or (Losses)
Realized/Unrealized
Balance as of Included in Issuances/  Transfers Balance as of
January 1, Included in Regulatory Assets Purchases Settlements In/Out September 30,
Description 2012 Income (E) Liabilities (B) (Sales) © (D) 2012
Millions
PSEG
Net Derivative
Assets (Liabilities $ 21 % 40 $ 30 % — $ (52) $ — 3 (22)
Non-Recourse
Debt $ (50 $ 50 $ — 8 — 3 —  $ — 3 —
Power
Net Derivative
Assets (Liabilities $ 24 $ 40 $ — 3 — 3 52 $ — 3 12
PSE&G
Net Derivative
Assets (Liabilities' $ 3 $ — 3 (30) ¢ — 3 — $ — 3 (39

(A) PSEG'’s and Power’s gains and losses attribetimbchanges in net derivative assets and lisslinclude $1 million and $(1) million
in Operating Income in 2013 and 2012 , respectivEe $1 million in Operating Income in 2013 is eaized. Of the $(1) million in
Operating Income in 2012 , $(10) million is unreati. Energy Holdings' release from its obligatioder the non-recourse debt is
included in PSEG's Operating Income for 2012 araffget by the write-off of the related assets.

(B) Mainly includes gains/losses on PSE&G’s derivacontracts that are not included in either gays or OCI, as they are deferred as a
Regulatory Asset/Liability and are expected todmowvered from/returned to PSE&G’s customers.

©) Represents $(1) million and $(9) million irtttements for the three months ended Septembe2®(@B and 2012 . Includes $9 million
and $(52) million in settlements for the nine maémded September 30, 2013 and 2012 , respectively.

(D) During the nine months ended September 3032084 million of net derivatives assets/liabilities were transfdrfrom Level 3 t
Level 2 due to more observable pricing for the ulyitey securities. The transfer was recognizedfah@beginning of the first quar
(i.e. the quarter in which the transfer occurred),per PSEG's policy. There were no transfers artewgds during theéhree month
ended September 30, 2013 and 2012 and the nindhmentled September 30, 2012 .

(E) PSEG’s and Power’s gains and losses attriteitalchanges in net derivative assets and ligslinclude $(16) million and $40
million in Operating Income in 2013 and 2012 , exgtpvely. Of the $(16) million in Operating Incorme2013 , $(7) million is
unrealized. Of the $40 million in Operating Income012 , $(12) million is unrealized. Energy Haolgs' release from its obligation
under the non-recourse debt is included in PSE@&aing Income for 2012 and is offset by the woiteof the related assets.

As of September 30, 2013 , PSEG carried $1.9 hiltibnet assets that are measured at fair valwerenurring basis, of which $46 million of
net liabilities were measured using unobservalgatimand classified as Level 3 within the fair wahierarchy.

As of September 30, 2012 , PSEG carried $1.8 hiltibnet assets that are measured at fair valwerenurring basis, of which $21 million of
net liabilities were measured using unobservalgatmand classified as Level 3 within the fair wahierarchy.
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Fair Value of Debt

The estimated fair values were determined usingrthiket quotations or values of instruments withilsir terms, credit ratings, remaining
maturities and redemptions as of September 30, 2dti3ecember 31, 2012 .

September 30, 2013 December 31, 2012
Carrying Fair Carrying Fair
Amount Value Amount Value
Millions
Long-Term Debt:
PSEG (Parent) (A) $ 27 $ 42 % 38 9 57
Power -Recourse Debt (B) 2,041 2,35¢ 2,34( 2,81¢
PSE&G (B) 5,841 6,05¢ 4,79¢ 5,60¢
Transition Funding (PSE&G) (B) 534 57¢ 69C 765
Transition Funding Il (PSE&G) (B) 27 28 32 34
Energy Holdings:
Project Level, Non-Recourse Debt (C) 16 16 44 44
Total Long-Term Debt $ 8,48t $ 9,077 $ 793¢ $ 9,32¢
(A) Fair value represents net offsets to debtltiegufrom adjustments from interest rate swap&rtt into to hedge certain debt at

Power. Carrying amount represents such fair vaddeged by the unamortized premium resulting fromelst exchange entered into
between Power and Energy Holdings.

(B) The debt fair valuation is based on the presalue of each bond’s future cash flows. The distwates used in the present value
analysis are based on an estimate of new issueielad across the treasury curve. When a bon@imedded options, an interest
rate model is used to reflect the impact of interate volatility into the analysis (primarily Lelv® measurements).

© Non-recourse project debt is valued as equivalentéathortized cost and is classified as a Level 3soremen
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Note 13. Other Income and Deductions

Other Income

Three Months Ended September 30, 2013
NDT Fund Gains, Interest, Dividend and Other Income
Allowance of Funds Used During Construction
Solar Loan Interest
Other
Total Other Income
Three Months Ended September 30, 2012
NDT Fund Gains, Interest, Dividend and Other Income
Allowance of Funds Used During Construction
Solar Loan Interest
Other
Total Other Income
Nine Months Ended September 30, 2013
NDT Fund Gains, Interest, Dividend and Other Income
Allowance of Funds Used During Construction
Solar Loan Interest
Other
Total Other Income
Nine Months Ended September 30, 2012
NDT Fund Gains, Interest, Dividend and Other Income
Allowance of Funds Used During Construction
Solar Loan Interest
Other
Total Other Income

Power

PSE&G

Other (A) Consolidated

Millions

45 — 3 — 3 45
— 5 — 5
— 7 — 7
— 1 2
45 13 $ $ 59
102 — $ — 3 10z
— 6 — 6
— 5 — 5
1 5 7
104 1€ $ 1 3 121
12t — 3 — 3 12t
— 17 — 17
— 18 — 18
2 6 4 12
127 41 $ 4 % 17z
167 $ — 3 167
— 17 — 17
— 13 — 13
4 9 6 19
171 3¢ % 6 $ 21€
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Other Deductions Power PSE&G Other (A) Consolidated
Millions
Three Months Ended September 30, 2013
NDT Fund Realized Losses and Expenses $ 11 % — 3 — $ 11
Other — 1 — 1
Total Other Deductions $ 11 % 1 % — 3 12
Three Months Ended September 30, 2012
NDT Fund Realized Losses and Expenses $ 2C % — 3 — $ 20
Other — 6 — 6
Total Other Deductions $ 2C % 6 $ — 3 26
Nine Months Ended September 30, 2013
NDT Fund Realized Losses and Expenses $ 4C $ — 3 — $ 40
Other 9 3 2 14
Total Other Deductions $ 4¢ % 3 % 2 3 54
Nine Months Ended September 30, 2012
NDT Fund Realized Losses and Expenses $ 45 % — 3 — $ 45
Other 7 8 1 16
Total Other Deductions $ 52 % 8 ¢ 1 $ 61

(A) Other primarily consists of activity at PSEG (asguéi company), Energy Holdings, Services and iot@ggany elimination:

Note 14. Income Taxes

PSEG’s, Power’'s and PSE&G's effective tax rategtierthree months and nine months ended Septerib2033 and 2012 were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
PSEG 41.(% 41.(% 40.5% 36.2%
Power 41.(% 42.0% 40.6% 41.(%
PSE&G 40.6% 39.9% 40.(% 35.4%

For the three months ended September 30, 2018anagared to the same period in the prior yearddwease in Power's effective tax rate wa
due primarily to higher NDT income in 2012.

For the nine months ended September 30, 2013 , R%HBG PSE&G's effective tax rates were higher thstnyear's effective tax rates due
primarily to a settlement in 2012 with the IRS @gard to leveraged leases and the federal tax faudéx years 1997 through 2006.

In September 2013, the U.S. Department of the Trgeend the IRS released final regulations thavipleoguidance on applying Section 262
of the Internal Revenue Code to amounts paid taisggproduce, or improve tangible property, asaglrules for materials and supplies.
Implementation of these final regulations in Sedien?013 had no material impact on PSEG's andilisidiaries’ results of operations,
financial condition or cash flows.

The Tax Relief, Unemployment Insurance Reauthddmatind Job Creation Act of 2010 included a priovisnaking qualified property placed
into service after September 8, 2010 and beforealsri, 2012, eligible for 100% bonus depreciafmrtax purposes. In addition, qualified
property placed into service in 2012 was eligide30% bonus depreciation for tax purposes. Onalgri?y 2013, the President signed into law
the American Taxpayer Relief Act of 2012 that fertlextends the 50% bonus depreciation for qualifiegberty placed into service before
January 1, 2014. These provisions have generagtdforn
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PSEG through tax benefits related to the acceldidgpreciation. These tax benefits would have wotiserbeen received over an estimated
average 20 year period.

In June 2009, September 2008 and December 2007 R&itle tax deposits with the IRS in the amoun&ldD million , $80 million ané10C
million , respectively, to defray potential interessts associated with disputed tax assessmesusiated with certain lease investments. On
January 31, 2012, PSEG signed a specific matteingagreement with the IRS regarding this maBased on this agreement, these deposits
were applied against tax and interest due purdoahe closing agreement. Further, on the same B&EG signed a Form 870-AD settlement
agreement covering all audit issues for tax ye@8¥ through 2003. In March 2012, PSEG executedrm BF0-AD settlement agreement
covering all audit issues for tax years 2004 thioRg06. These agreements concluded the auditedsetyears for PSEG and the leasing issu
for all tax years. The financial statement impadtthese agreements, net of existing financiabstent reserves, was a net decrease in tax
expense in the first quarter of 2012 of $71 millfonPSEG, including $30 million and $1 million fBISE&G and Power, respectively.

Note 15. Accumulated Other Comprehensive Income (lss), Net of Tax

Other Comprehensive Income (Loss)

PSEG Three Months Ended September 30, 2013
Derivative Pension and  Available-for -
Accumulated Other Comprehensive Income (Loss) Contracts OPEB Plans Sale Securities Total
Millions

Balance as of June 30, 2013 $ 3 % (46€) $ 101 $ (362
Other Comprehensive Income before Reclassifinati 1 — 27 28
Amounts Reclassified from Accumulated Other Compreiive

Income (Loss) 2 9 (12) 4
Net Current Period Other Comprehensive Income (Loss (1) 9 16 24
Balance as of September 30, 2013 $ 2 $ (457 $ 117  $ (33¢)

Other Comprehensive Income (Loss)

Power Three Months Ended September 30, 2013
Derivative Pensionand  Available-for -
Accumulated Other Comprehensive Income (Loss) Contracts OPEB Plans Sale Securities Total
Millions

Balance as of June 30, 2013 $ 4 $ (408 $ 98 $ (303
Other Comprehensive Income before Reclassifinati 1 — 28 29
Amounts Reclassified from Accumulated Other Compreiive

Income (Loss) (2 8 (12) ©)
Net Current Period Other Comprehensive Income (Loss (1) 8 17 24
Balance as of September 30, 2013 $ 3 3 (397) $ 115 $ (279

Other Comprehensive Income (Loss)

PSEG Nine Months Ended September 30, 2013
Derivative Pension and  Available-for -
Accumulated Other Comprehensive Income (Loss) Contracts OPEB Plans Sale Securities Total
Millions
Balance as of December 31, 2012 $ 7 $ (485 $ 90 $ (38¢)
Other Comprehensive Income before Reclassifinati 1 — 53 54

Amounts Reclassified from Accumulated Other Compreiive
Income (Loss (6) 28 (26) (4)




Net Current Period Other Comprehensive Income (Loss (5) 28 27 50

Balance as of September 30, 2013 $ 2 $ (457 $ 117 $ (33¢)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(UNAUDITED)
Other Comprehensive Income (Loss)
Power Nine Months Ended September 30, 2013
Derivative Pension and Available-for -
Accumulated Other Comprehensive Income (Loss) Contracts OPEB Plans Sale Securities Total
Millions

Balance as of December 31, 2012 $ 9 $ (422) $ 85 $ (328
Other Comprehensive Income before Reclassifinati 1 — 56 57
Amounts Reclassified from Accumulated Other Comepreiive

Income (Loss) (7 25 (26) 8
Net Current Period Other Comprehensive Income (Loss (6) 25 30 49
Balance as of September 30, 2013 $ 3 $ (397) $ 115 $ (279

PSEG

Description of Amounts
Reclassified from

Amounts Reclassified from Accumulated Other Comprbensive Income
(Loss) to Income Statement

Three Months Ended Nine Months Ended
September 30, 2013 September 30, 2013

Accumulated Other Location of Pre-Tax Tax After- Tax After-
Comprehensive Income  Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
(Loss) of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy Related Contracts Operating Revenues $ 3 3 1) $ 2 3 11 % 4 $ 7
Interest Rate Swaps Interest Expense — — — (1) — % (1)
Pension and OPEB Plans
Amortization of Prior Operation and
Service (Cost) Credit Maintenance Expense 3 ((h)] 2 8 3 5
Amortization of Actuarial  Operation and
Loss Maintenance Expense (18 7 (11 (56) 23 (33
Available-for-Sale Securities
Realized Gains Other Income 35 (18) 17 99 (52) 48
Realized Losses Other Deductions 9 4 (5) (37 18 (29
Other-Than-Temporary Other-Thanfemporary
Impairments Impairments 3 2 (@D} @) 4 (©)
Total $ 11 8 7 % 4 % 17 $ 13 $ 4
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Amounts Reclassified from Accumulated Other Comprhensive Income
(Loss) to Income Statement

Power

Description of Amounts
Reclassified from

Three Months Ended
September 30, 2013

Nine Months Ended
September 30, 2013

Accumulated Other Location of Pre-Tax Tax After- Tax After-
Comprehensive Income  Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
(Loss) of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy Related Contracts Operating Revenues $ 3 % 1 $ 2 % 11 $ 4 $ 7
Pension and OPEB Plans
Amortization of Prior Operation and
Service (Cost) Credit Maintenance Expense 3 D 2 7 3 4
Amortization of Actuarial ~ Operation and
Loss Maintenance Expense ()] 7 (20 (49 20 (29
Available-for-Sale Securities
Realized Gains Other Income 35 (18) 17 95 (49 46
Realized Losses Other Deductions 9 4 (5) (39 17 ()]
Other-Than-Temporary Other-Thanfemporary
Impairments Impairments 3 2 (@D} @) 4 (©)
Total $ 12 8 7 $ 5 % 23 % (15 $ 8

Balance as of Decembe

Other Comprehensive Income (Loss)

Nine Months Ended
September 30, 2012

Balance as of

31, 2011 Power PSE&G Other September 30, 2012
Millions
Derivative Contracts $ 31 $ 1) $ — 3 1 3 11
Pension and OPEB Plans (43¢) 21 — 2 (415)
Available-for-Sale Securities 70 11 — 1 82
Accumulated Other
Comprehensive Income (Loss) $ (337 ¢ 11 % — 8 4 $ (322)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Note 16. Earnings Per Share (EPS) and Dividends

Diluted EPS is calculated by dividing Net Incometbg weighted average number of shares of comnuomk stutstanding, including shares
issuable upon exercise of stock options outstandiinggsting of restricted stock awards granted uREEG's stock compensation plans and

upon payment of performance units or restrictedkstmits. The following table shows the effectlodse stock options, performance units and

restricted stock units on the weighted average murabshares outstanding used in calculating dil&@PS:

Three Months Ended September 30, Nine Months Ended September 30,
2013 2012 2013 2012
Basic Diluted Basic Diluted Basic Diluted Basic Diluted

EPS Numerator (Millions)

Net Income $ 39C $ 39C $ 347 % 347 $ 1,04: $ 104 $ 1,051 $ 1,057
EPS Denominator(Thousands)

Weighted Average Common

Shares Outstanding 505,85!¢ 505,85!¢ 505,91 505,91 505,90( 505,90( 505,94 505,94
Effect of Stock Based
Compensation Awards — 1,83¢ — 1,19 — 1,53: — 1,09t
Total Shares 505,85!¢ 507,69: 505,91 507,11: 505,90( 507,43: 505,94 507,03
EPS

Net Income $ 077 $ 077 $ 06 $ 068 $ 206 $ 206 $ 20 $ 2.07

Three Months Ended Nine Months Ended
September 30, September 30,

Dividend Payments on Common Stock 2013 2012 2013 2012

Per Share $ 0.360( $ 0.355( $ 1.080C $ 1.065(
in Millions $ 18z % 18C $ 54€ $ 53¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Note 17. Financial Information by Business Segments

Energy
Power PSE&G Holdings Other (A) Consolidated
Millions

Three Months Ended September 30, 2013
Total Operating Revenues $ 1,16¢ % 1,666 $ 8 $ (289 $ 2,55¢
Income (Loss) From Continuing Operations 221 16¢ ©)] 4 39C
Net Income (Loss) 221 16¢€ (©)] 4 39C
Segment Earnings (Loss) 221 16¢€ ©)] 4 39C
Gross Additions to Long-Lived Assets 197 48C 13 6 69¢€
Three Months Ended September 30, 2012
Total Operating Revenues $ 1,03¢ $ 1,687 $ 15 3 (339 $ 2,40z
Income (Loss) From Continuing Operations 181 15t 7 4 347
Net Income (Loss) 181 15¢& 7 4 347
Segment Earnings (Loss) 181 15E 7 4 347
Gross Additions to Long-Lived Assets 14¢ 49¢ 3C 11 68¢
Nine Months Ended September 30, 2013
Total Operating Revenues $ 3,80¢ $ 508 $ 42 $ (1,282 $ 7,65(
Income (Loss) From Continuing Operations 562 46¢ 1 12 1,04:
Net Income (Loss) 562 46¢ 1 12 1,04:
Segment Earnings (LosS) 562 46¢ 1 12 1,04:
Gross Additions to Long-Lived Assets 41¢ 1,62¢ 4C 15 2,102
Nine Months Ended September 30, 2012
Total Operating Revenues $ 368, $ 5,02¢ $ 48 $ (1,287) $ 7,37¢
Income (Loss) From Continuing Operations 53¢ 45% 49 11 1,051
Net Income (Loss) 53¢ 452 49 11 1,051
Segment Earnings (Loss) 53¢ 45% 49 11 1,051
Gross Additions to Long-Lived Assets 492 1,36¢ 8% 22 1,96¢
As of September 30, 2013
Total Assets $ 10,722 $ 20,33( $ 1,44¢ $ 111 ¢ 32,61(
Investments in Equity Method Subsidiaries $ 40 % — % 10C % — 3 14C
As of December 31, 2012
Total Assets $ 11,03: $ 19,22t $ 1,45 $ 16 $ 31,72t
Investments in Equity Method Subsidiaries $ 40 % — 3 94 $ — $ 134

(A)

Other activities include amounts applicable to P§&Sparent company), Services and intercompamjredtions, primarily relatin
to intercompany transactions between Power and RSE® gains or losses are recorded on any interaognransactions; rather,
all intercompany transactions are priced in acawcdavith applicable regulations, including affiégtricing rules, or in the case of
the BGS and BGSS contracts between Power and PS&&@tes prescribed by the BPU. For a furtherudision of the
intercompany transactions between Power and PSE&&Note 18. Related-Party Transactions.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

Note 18. Related-Party Transactions

The following discussion relates to intercompamnsactions, the majority of which are eliminatedrlyithe PSEG consolidation process in
accordance with GAAP.

Power
The financial statements for Power include trarisastwith related parties presented as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
RelatedParty Transactions 2013 2012 2013 2012
Millions

Revenue from Affiliates:

Billings to PSE&G through BGSS (A) $ 48 % 67 9 654 $ 63C

Billings to PSE&G through BGS (A) 23¢€ 25¢ 621 63¢

Total Revenue from Affiliates $ 284 $ CYA 1,27 $ 1,26¢

Expense Billings from Affiliates:

Administrative Billings from Services (B) $ (43 ¢ (38 $ (131) $ (110

Total Expense Billings from Affiliates $ 43 $ (38) $ (131 $ (110

As of As of
Related-Party Transactions September 30, 2013 December 31, 2012
Millions
Receivables from PSE&G through BGS and BGSS Caist(@g $ 87 $ 23¢
Receivables from PSE&G Related to Gas Supplygdsdor BGSS (A) 28 27
Receivable from (Payable to) Services (B) (26) (32
Tax Receivable from (Payable to) PSEG (C) (59 111
Receivable from (Payable to) PSEG (D) 5)
Accounts Receivable (Payable)—Affiliated Companiesiet $ 34 % 34C
Short-Term Loan to Affiliate ( Demand Note to PSEQ (D) $ 417 % 574
Working Capital Advances to Services(E) $ 17 $ 17
Long-Term Accrued Taxes Receivable (Payable]C) $ (50) $ (50)
PSE&G
The financial statements for PSE&G include trarieastwith related parties presented as follows:
Three Months Ended Nine Months Ended
September 30, September 30,
RelatedParty Transactions 2013 2012 2013 2012
Millions

Expense Billings from Affiliates:
Billings from Power through BGSS (A) $ (48 $ 67) $ (654 $ (630)
Billings from Power through BGS (A) (23€) (25¢) (627) (639
Administrative Billings from Services (B) (62) (58) (184) (165)
Total Expense Billings from Affiliates $ (345) $ (383 $ (1,459 $ (1,439
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(UNAUDITED)
As of As of
Related-Party Transactions September 30, 2013 December 31, 2012
Millions
Payable to Power through BGS and BGSS Contracts (A) $ 87 $ (23¢)
Payable to Power Related to Gas Supply HedgeBG&SS (A) (28) (27)
Payable to Power for SREC Liability (F) — @)
Receivable from (Payable to) Services (B) (58) (65)
Tax Receivable from (Payable to) PSEG (C) 263 25€
Receivable from (Payable to) PSEG 3 6
Receivable from Energy Holdings 1 2
Accounts Receivable (Payable)—Affiliated Companiesiet $ 94 % (73)
Working Capital Advances to Services(E) $ 33 $ 33
Long-Term Accrued Taxes Receivable (Payable}C) $ (48 $ (32

(A)

(B)

(©)

(D)
(E)
(F)

PSE&G has entered into a requirements contwittt Power under which Power provides the gas lsuggrvices needed to meet
PSE&G’s BGSS and other contractual requirementaelPbas also entered into contracts to supply eneapacity and ancillary
services to PSE&G through the BGS auction process.

Services provides and bills administrativevgas to Power and PSE&G at cost. In addition, Ramel PSE&G have other payables tc
Services, including amounts related to certain comeosts, such as pension and OPEB costs, whistic8gipays on behalf of each
of the operating companies.

PSEG files a consolidated federal income &rn with its affiliated companies. A tax allocatiagreement exists between PSEG an
each of its affiliated companies. The general djpmraf these agreements is that the subsidiarypeomy will compute its taxable
income on a stand-alone basis. If the result istdax liability, such amount shall be paid to PSEGhere are net operating losses
and/or tax credits, the subsidiary shall receivamnt for the tax savings from PSEG to the exteat PSEG is able to utilize those
benefits.

Power’s short-term loans with PSEG are forkirg capital and other short-term needs. Intemssdine and Interest Expense relating
to these short-term funding activities were immiater

Power and PSE&G have advanced working camit8ervices. The amounts are included in Other Noeat Assets on Power's and
PSE&G’s Condensed Consolidated Balance Sheets.

Pursuant to a 2008 BPU Order, certain BGS Isengpincluding Power, would be reimbursed for dost they incurred above $300 per
Solar Renewable Energy Certificate (SREC) or péarShlternative Compliance Payment (SACP) during preriod June 1, 2008
through May 31, 2010 and such excess cost woufgthbsed onto ratepayers. In accordance with a 8tipalof Settlement approved
by the BPU in a December 2012 Order describingrteehanism for BGS suppliers to recover these cBSE&G, as a New Jersey
EDC, estimated and accrued a total liability far #xcess SREC cost expected to be recovered frtepaseers of $ 17 million ,
including approximately $7 million for Power’s skarhich was included in PSE&G’s Accounts ReceivdBleyable)-Affiliated
Companies, as of December 31, 2012 . Under cuaeaaunting guidance, Power was unable to recordelaged intercompany
receivable on its Condensed Consolidated Balaneet3mtil the BPU issued an Order approving sugimeats. As a result,
PSE&G's liability to Power was not eliminated innsolidation and was included in Other Current Lites on PSEG’s Condensed
Consolidated Balance Sheet as of December 31, 2019ay 2013, the BPU issued an Order approvirgBGS payments for these
SRECSs. This Order was not appealed and went iféoteh July 2013. As a result, Power recorde&&snillion then outstanding
receivable from PSE&G. In August 2013, PSE&G reingled Power and its other BGS suppliers for the &x&REC costs.
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Note 19. Guarantees of Debt

Each series of Power’s Senior Notes, Pollution &@biNotes and its syndicated revolving credit fiieis are fully and unconditionally and
jointly and severally guaranteed by its subsidgreSEG Fossil LLC, PSEG Nuclear LLC and PSEG BnRegources & Trade LLC. Tt
following table presents condensed financial infation for the guarantor subsidiaries, as well asd?® non-guarantor subsidiaries.

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Millions
Three Months Ended September 30, 2013
Operating Revenues $ — $ 1511 $ 66 $ (40¢) $ 1,16¢
Operating Expenses 2 1,14t 62 (409 80C
Operating Income (Loss) 2 36¢€ 4 1 36¢
Equity Earnings (Losses) of Subsidiaries 22¢€ Q) — (225) —
Other Income 8 47 — (10) 45
Other Deductions 1 (11 — Q) (11)
Other-Than-Temporary Impairments — (©) — — (©)]
Interest Expense (29 (13 4 1C (26)
Income Tax Benefit (Expense) 7 (160 — — (159)
Net Income (Loss) $ 221  $ 225 $ — % (225) $ 221
Comprehensive Income (Loss) $ 24t % 24z % — % (242) $ 24k
Three Months Ended September 30, 2012
Operating Revenues $ — $ 1,35¢ $ 36 $ (356) $ 1,03¢
Operating Expenses Q) 1,09t 32 (35%) 771
Operating Income (Loss) 1 263 4 Q) 267
Equity Earnings (Losses) of Subsidiaries 191 — — (197 —
Other Income 11 10€ — (13 104
Other Deductions — (20 — — (20
Other-Than-Temporary Impairments — 2 — — ()
Interest Expense (29 (15 (5) 14 (35
Income Tax Benefit (Expense) 7 (142 1 1 (133
Net Income (Loss) $ 181 $ 19C ¢ — $ (190) % 181
Comprehensive Income (Loss) $ 166 $ 16€ $ — 3 (168) $ 16€
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Millions
Nine Months Ended September 30, 2013
Operating Revenues $ — 3 4,84¢ % 133 % (1,17¢ $ 3,80¢
Operating Expenses 6 3,894 12z (1,17¢ 2,847
Operating Income (Loss) (6) 95¢ 10 — 95¢
Equity Earnings (Losses) of Subsidiaries 58¢ 3 — (58%) —
Other Income 27 13C — (30 127
Other Deductions 9) (40 — — (49
Other-Than-Temporary
Impairments — @) — — (7
Interest Expense (72 (29 (14 30 (85)
Income Tax Benefit (Expense) 34 (419 2 — (389
Net Income (Loss) $ 56z $ 587 $ 2 $ (585 $ 562
Comprehensive Income (LosS) $ 611 $ 61z $ 2 $ (610 $ 611
Nine Months Ended September 30, 2013
Net Cash Provided By (Used In)
Operating Activities $ 428 1,36C $ 5 % (506) $ 1,28¢
Net Cash Provided By (Used In)
Investing Activities $ 56¢ $ (869 $ 1 $ 11 % (290
Net Cash Provided By (Used In)
Financing Activities $ (990 $ (492) $ 4) $ 494 % (992
Nine Months Ended September 30, 2012
Operating Revenues $ — 3 456 $ 93 % (1,069 $ 3,58¢
Operating Expenses Q) 3,66: 87 (1,069 2,68(
Operating Income (Loss) 1 897 6 — 904
Equity Earnings (Losses) of Subsidiaries 567 4 — (563 —
Other Income 35 17¢€ — (40 171
Other Deductions @) (45) — — (52
Other-Than-Temporary
Impairments — ()] — — (14
Interest Expense (89 (35 (13 40 (97
Income Tax Benefit (Expense) 31 (409) 3 1 (379
Net Income (Loss) $ 53¢ $ 56€ $ 4 $ (562) $ 53¢
Comprehensive Income (Loss) $ 54¢ % 55¢ $ 4@ $ (552) $ 54¢
Nine Months Ended September 30, 2012
Net Cash Provided By (Used In)
Operating Activities $ 40¢ $ 1,25¢ $ 3 $ (499 $ 1,172
Net Cash Provided By (Used In)
Investing Activities $ 257 % 897 $ (29) ¢ 156 $ (506)
Net Cash Provided By (Used In)
Financing Activities $ (666 $ (368) 9 26 $ 338 % (673

61




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

(UNAUDITED)
Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Millions
As of September 30, 2013
Current Assets $ 4,068 $ 8,60¢ $ 957 $ (11,94) $ 1,69(
Property, Plant and Equipment, net 81 6,05¢ 922 — 7,06z
Investment in Subsidiaries 4,331 73C — (5,067) —
Noncurrent Assets 197 1,84: 56 (12€) 1,96¢
Total Assets $ 8,67/ % 17,24C % 1,93t $ 7,129 $ 10,72:
Current Liabilities $ 752 % 10,77¢  $ 997 $ (11,94) $ 58€
Noncurrent Liabilities 522 2,13( 20¢ (12%) 2,73t
Long-Term Debt 2,041 — — — 2,041
Member’s Equity 5,35¢ 4,332 73C (5,062) 5,35¢
Total Liabilities and Member's Equity $ 8674 % 17,24C % 1,93t % (17,129 $ 10,72:
As of December 31, 2012

Current Assets $ 3,922 % 8,08 $ 24C $ (10,719 $ 2,23¢
Property, Plant and Equipment, net 80 5,98¢ 95( — 7,01¢
Investment in Subsidiaries 4,317 733 — (5,050 —
Noncurrent Assets 201 1,66( 60 (147 1,78C
Total Assets $ 852( $ 16,46 $ 1,95 $ (15,909 $ 11,03:
Current Liabilities $ 482 % 10,187 $ 1,01C $ (10,719 $ 967
Noncurrent Liabilities 55¢ 1,96( 207 (140) 2,58¢
Long-Term Debt 2,04( — — — 2,04(
Member’s Equity 5,43¢ 4,31¢ 733 (5,05)) 5,43¢
Total Liabilities and Member’s Equity $ 852( % 16,46 $ 1,95 $ (15,909 $ 11,03:
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ITEM 2. MANAGEMENT' S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (MD&A)

This combined MD&A is separately filed by PSEG, Rownd PSE&G. Information contained herein relatmgny individual company is
filed by such company on its own behalf. Power BBE&G each make representations only as to itedlih@ake no representations whatso
as to any other company.

PSEG's business consists of three reportable sagmelich are:
° Power, our wholesale energy supply company that integiitgegenerating asset operations with its wholesagrgy, fuel supply,

energy trading and marketing and risk managemeivitaes primarily in the Northeast and Mid-AtlantUnited States,

° PSE&G, our public utility company which provides electtiansmission services and distribution of eleariergy and natural gas in

New Jersey; implements demand response and enffidgrey programs and invests in solar generatéomd

° Energy Holdings,which principally owns energy-related leveragedésaand solar generation projects. A subsidiaBnefrgy
Holdings has been awarded a contract to manadeatimemission and distribution assets of LIPA begfigron January 1, 2014.

Our business discussion in Part |, Item 1. Businésair 2012 Annual Report on 10-K (Form 10-K) pd®s a review of the regions and
markets where we operate and compete, as wellrastrategy for conducting our businesses withis¢hmarkets, focusing on operational
excellence, financial strength and making discegaimvestments. Our risk factor discussion in Peem 1A of Form 10-K provides
information about factors that could have a makta@erse impact on our businesses. The followimpEments that discussion and the
discussion included in the Overview of 2012 anduFeiOutlook provided in Item 7 in our Form 10-K dgscribing significant events and
business developments that have occurred during @0d changes to the key factors that we expectdrag our future performance. The
following discussion refers to the Condensed Cadatdd Financial Statements (Statements) and thetdRieNotes to Condensed Consolidatec
Financial Statements (Notes). This discussion shbelread in conjunction with such Statements, §dte 2012 Form 10-K and the Quarterly
Reports on Form 10-Q for the quarters ended Jun2®® and March 31, 2013.

OVERVIEW OF 2013 AND FUTURE OUTLOOK

Our business plan is designed to maintain earrstajslity while achieving growth in recognition wfarket, regulatory and economic trends.
We continue to focus on operational excellencerdwige the foundation for our financial strengthieh enables us to invest in a disciplined
way.

Financial Results

The results for PSEG, PSE&G, Power and Energy Hgkifor the three months and nine months endec®detr 30, 2013 and 2012 are
presented below:

Three Months Ended Nine Months Ended
September 30, September 30,
Earnings (Losses) 2013 2012 2013 2012
Millions
Power $ 221 $ 181 $ 56z $ 53¢
PSE&G 16¢ 15t 46¢ 452
Energy Holdings (©) 7 1 49
Other (A) 4 4 12 11
PSEG Net Income $ 39C $ 347 $ 1,04: $ 1,051
Earnings Per Share (Diluted)
PSEG Net Income $ 077 $ 0.6¢ $ 20¢e $ 2.0%
(A) Other primarily includes parent company interest fimancing activity and certain administrative ajgheral expenst
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Powers results above include the realized gains, logsd®arnings on the Nuclear Decommissioning TMBXT) Fund and other related NL
activity and the impacts of non-trading mark-to-ker(MTM) activity, which consist of the financiehpact from positions with forward
delivery dates.

The variances in our Net Income include the changlesed to NDT and MTM shown in the chart below:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012
Millions, after tax
NDT Fund Income (Expense) (A) $ 12 8 0 $ 2¢ 3 49
Non-Trading MTM Gains (Losses) $ 3 3 (76) $ 22) % (34)

(A) NDT Fund Income (Expense) includes the net realiggds, interest and dividend income and othersoadated to the NDT Fur
which are recorded in Other Income and Deducti®hss also includes impairments on certain NDT siéiesrwhich are included in
Other-Than-Temporary Impairments and the interestedion expense on Power’s nuclear Asset Retire@bligation (ARO), which
is recorded in Operation and Maintenance Expenddhandepreciation related to the ARO asset.

Our $43 million increase in Net Income for the threonths ended September 30, 2013 includes the BTAVMNDT activity above and was a
impacted by:

° higher revenues due to increased investmentsnsmission projects, a
° higher capacity revenues, ¢
° higher Operation and Maintenance Costs due priynariplanned maintenance costs at our gas-firetll&stm Energy Center (BEC)

in New York and costs related to damage causedupgiStorm Sandy at our fossil plants, partly offsetost control measures.

Our $8 million decrease in Net Income for the mimenths ended September 30, 2013 was driven priyriayil

° lower volumes of electricity sold under our bastmgration service (BGS) contracts at lower avepages

L lower volumes of wholesale load contracts in thiglRdd NE region:

° higher generation costs due to higher fuel c

° higher Operation and Maintenance Costs in 2013,dlirng costs related to damage caused by Super&andy, partially offset by

cost control measures,

° higher Income Tax Expense at PSE&G and Energy Hgiddue to the absence of tax benefits relatduetsdttiement of the 1997-
2006 Internal Revenue Service (IRS) audits in 2@h2,

° net realized gains in September 2012 resulting frestructuring our NDT Fun

These decreases were largely offset by

° higher capacity pricing in the PIM region resultirgm higher auction prices as well as higher gatien sold primarily in the PIM
region,

° higher average gas prices on sales to third padtomers, ar

° higher revenues due to increased investmentsrismession project

Under the PJM capacity auction conducted in May32@bwer cleared 8,637 MW of its generating cagaatitan average price of $166 per
MW-day for the 2016-2017 delivery period. Whileglyiear's auction resulted in lower clearing prioeshe PJM Regional Transmission
Organization (RTO), Power benefited from highecesithan the rest of the RTO, as the majoritysof@neration fleet is situated in the
relatively constrained Eastern part of PIM.

Power’s results also benefited from access to lost natural gas from the Marcellus region througlexkisting transportation and storage
contracts. Power manages these contracts prinfarithe benefit of PSE&G’s customers through theidgas supply service (BGSS)
arrangement. During times of low customer demandjés, Power can use the remaining transportatianid available to supply the Marcel
gas to its generating units in New Jersey.
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At our regulated utility, we continued to invespital in transmission and distribution infrastruetyrojects, aimed at maintaining the reliab
of our service to our customers. PSE&G's result2fil 3 reflect the favorable impacts from thesesgtments. We filed our 2014 Annual
Formula Rate Update with the FERC in October of yf@ar, which would provide for approximately $Ilion in increased annual
transmission revenues effective January 1, 2014r @e past few years, these types of investmexus altered the business mix of PSEG’s
overall results of operations to reflect a highercentage contribution by PSE&G.

Regulatory, Legislative and Other Developments

In developing and implementing our strategy of afienal excellence, financial strength and disoigdi investment, we monitor significant
regulatory and legislative developments. Competitiholesale power market design is of particulgrdrtence to our results and we continue
to advocate for policies and rules that promotemetitive electricity markets. This includes oppagsefforts by states to subsidize generation
and supporting rule changes which we believe ates®ary to avoid artificial price suppression atimodistortions in the energy and capacity
markets. For a more detailed discussion of theistaftthese efforts, refer to Part Il. Item 5. Qtimformation—Federal Regulation—Capacity
Market Issues—LCAPP.

We continue to advocate for the development andeimentation of fair and reasonable rules by the Brfvironmental Protection Agency
(EPA). In particular, the EPA's 316(b) rule on d¢oglwater intake could adversely impact future eacland fossil operations and costs. Clean
Air Act (CAA) regulations governing hazardous aillptants under the EPA's Maximum Achievable Canfiechnology (MACT) rules are
also of significance; however, we believe our gatien business remains well-positioned for suchulagns if and when they are
implemented. These matters are discussed in Péeri 5. Other Information—Environmental Matterstintate Change—CGQ@Regulation
under the CAA.

As discussed in further detail under Part Il. Iten©ther Information—Federal Regulation—TransmisgRegulation— Transmission Policy
Developments, the FERC's rules under Order 10@@ealithe right of first refusal previously heldibhgumbent utilities to build all transmissi
within their respective service territories. We ahallenging the FERC's determination in court asiw not believe that the FERC sufficiently
justified its decision to alter this right embeddedhe FER(-approved contracts and tariffs. At the same tiine FERC's action presents
opportunities for us to construct transmission idet®f our service territory.

In the fourth quarter of 2012, we were severelyantpd by Superstorm Sandy, which resulted in thbdst level of customer outages in our
history. We sustained significant damage to sonmuofyeneration, transmission and distributionliées. The New Jersey Board of Public
Utilities (BPU) issued an order allowing us to dedetually incurred prudent, incremental stormaegion costs not otherwise recoverable
through base rates or insurance. In February 2683BPU initiated a generic proceeding to evaltfaeprudency of extraordinary storm-
related costs incurred by all of the regulatedtigd as a result of the natural disasters expee@in New Jersey in 2011 and 2012. In June
2013, we made a compliance filing with the BPU jidowg the details of our storm restoration costsSaperstorm Sandy as well as other
major storms and seeking to demonstrate that wmneed to these extreme weather events in a tididlgent and thorough manner and that
the costs incurred were prudent. We requestedtibaBPU issue an Order approving the complianaggfiind specifically finding that the
storm costs incurred were reasonable and prudedtsiaould be recovered from ratepayers.

Power also incurred significant storm-related exyesnprimarily for repairs at certain of its coaflayas-fired generating stations in the first
nine months of 2013 (See Note 9. Commitments armdi@gpent Liabilities). We are seeking recovery froar insurers for the property dame
above our self-insured retentions; however, norasses can be given relative to the timing or anhofiany such recovery. In June 2013, we
filed suit against the insurance carriers seekaggll interpretation of certain terms in the insagapolicies regarding losses resulting from
damage caused by Superstorm Sandy's storm sunga.rrore detailed discussion concerning this prdiogge refer to Part Il. Item 1. Legal
Proceedings—Superstorm Sandy.

On February 20, 2013, we filed a petition with BfeU describing our Energy Strong program, conggstin$3.9 billion of proposed
improvements we recommend making to our gas arudriglelistribution systems over a tgear period to harden and improve resiliency. &
petition, we sought approval for $2.6 billion o&t#3.9 billion of investments over an initial fiyear period, plus associated expenses, and to
receive contemporaneous recovery of and on su@siments. We cannot predict the outcome of thiglipgrproceeding, including whether
the program will be approved or the terms underctvitiwould be approved. We anticipate seeking Bipproval to complete our investment
under the program at a later date. In additionamticipate investing an additional $1.5 billionaar transmission system for the same reason.
As proposed, we believe that the rate impactsefihergy Strong program will be significantly mutesla result of scheduled reductions to
customer bills that will be taking place over tlexinfew years and assuming continued low gas prises Part Il Iltem 5. Other Information—
State Regulation—Energy Strong Program for additioketails.

We continue to take all necessary steps in cororeetith the expected January 1, 2014 commencenfi@nurananagement of the Long Island
Power Authority (LIPA) transmission and distributi¢T &D) system. Legislation enacted in New YorkJuly 2013 authorized an expanded
role for us in the management of LIPA's T&D systéurevised contract with LIPA was approved by tHBA Board in October 2013, but
implementation of the new contract remains suliget number of factors,
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including LIPA’s receipt of a Private Letter Rulifiggm the IRS on the continued tax-exempt statuseatfain LIPA debt securities and LIPA’s
approval of the proposed 2014 and 2015 operatidgcapital pass-through budgets. See Part Il. I1te®tBer Information—Business
Operations and Strategy—Energy Holdings—ProduadsServices for additional details.

Operational Excellence

We emphasize operational performance while devetpppportunities in both our competitive and retpdebusinesses. Flexibility in our
generating fleet has allowed us to take advantbgeadket opportunities presented in the first mimenths of the year as we remain diligent in
managing costs. In the first nine months of 2018, o

° outstanding performance allowed us to increasergéoa to meet loads, a

° construction of transmission and solar projecteeded on schedule and within buc

Financial Strength

Our financial position remained strong during tinstfnine months of 2013 as we:

° had cash on hand of $448 million as of Septembeg2G03

° extended the expiration date of approximately batur credit facilities, and maintained substdnttuidity and solid investment
grade credit ratings, as evidenced by the receulitarating upgrades by Standard & Poor's (S&FSEG, Power and PSE&G as
disclosed below in Liquidity and Capital Resource&3redit Ratings,

° completed pension and other postretirement befuefiting for 201

° issued bonds at PSE&G to refinance its maturing debistorically low rates and fund its capitabgram
° repaid Power's maturing debt with cash on hanc

° increased our indicated annual dividend to $:

We expect to be able to fund our proposed Energpyn§tprogram with internally generated cash andrezt debt financing

Disciplined Investment

We seek to invest in areas that complement outiegibusiness and provide reasonable risk-adjustienins. These areas include upgrading
our energy infrastructure, responding to trendsnvironmental protection and providing new enenggpdies in domestic markets with grow
demand. In the first nine months of 2013 we

° made additional investments in transmission infrestire project:
° continued to execute our existing BRIgproved utility program
° obtained approval from the BPU to increase our dimgnup to $247 million and $199 million under &wolar 4 All Extension and

Solar Loan Il investment programs, respectivehd a
° continued construction of a 19 MW solar projecAiizona

Delays in the construction schedules of our prgjeould impact their costs as well as the timingxgected revenues.
Future Outlook

Our future success will depend on our ability tatawue to maintain strong operational and finanp&iformance in a difficult economy and
cost-constrained environment, to capitalize ontbevise address appropriately regulatory and lgtiye developments and to respond to the
issues and challenges described below. In orddo this, we must continue to:

° focus on controlling costs while maintaining safatd reliability and complying with applicable stiands and requiremer
° successfully resontract our open supply positic
° execute our capital investment program, includmgestments for growth that yield contemporaneousraasonable risk-adjusted

returns, while enhancing the resiliency of ourastructure and maintaining the reliability of tleeice we provide to our customers,

° advocate for measures to ensure the implementayidtdM and the FERC of market design rules thatiwoea to protect competition



and achieve appropriate Reliability Pricing ModePM) and BGS pricing, and
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° engage multiple stakeholders, including regulatgosernment officials, customers and inves

For the remainder of 2013 and beyond, the key ssand challenges we expect our business to confronide

° regulatory and political uncertainty, particulavth regard to future energy policy, design of gyyeand capacity markets,
transmission policy and environmental regulation,

° uncertainty in the national and regional econora@wery, continuing customer conservation effatignges in energy usage patterns
and evolving technologies, which impact customenaled,

° the continuing potential for sustained lower ndtges and electricity prices, both at market huims @ locationsvhere we operat

° the aftermath of Hurricane Irene and Superstornd$ancluding addressing the BPU's review of perfance and communications
well as cost recovery and opportunities for invesitrin system strengthening, including our propdsedrgy Strong program,

° financially-stressed power plant leveraged lease investn

° delays and other obstacles that might arise inectiom with the construction of our transmissiod drstributionprojects, including i
connection with permitting and regulatory approyalsd

° the successful transition to our management of tR& T&D system
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RESULTS OF OPERATIONS
PSEG

Our results of operations are primarily compriséthe results of operations of our operating subsigs, Power, PSE&G and Energy Holdir
excluding charges related to intercompany transastiwhich are eliminated in consolidation. We atextude certain financing costs,
charitable contributions and general and adminisgaosts at the parent company. For additiorfakimation on intercompany transactions,
see Note 18. Related-Party Transactions. For alaefion of the variances, see the discussionBderer, PSE&G and Energy Holdings that
follow the table below:

Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions Millions % Millions Millions %
Operating Revenues $ 2552 $ 240 $ 152 6 $ 765 $ 737% $ 27 4
Energy Costs 801 87¢ (78) 9) 2,711 2,81¢ (108 4)
Operation and Maintenance 713 61¢ 94 15 2,06¢ 1,87¢ 19z 10
Depreciation and Amortization 313 28¢€ 27 9 88¢€ 797 89 11
Taxes Other than Income Taxes 15 24 9 (398) 50 73 (23 (32
Income from Equity Method
Investments 4 7 3 (43 9 9 — N/A
Other Income and (Deductions) 47 95 (48) (52) 11¢€ 15& (37 (24)
Other-Than-Temporary
Impairments 3 2 1 50 7 14 @) (50
Interest Expense 10C 10€ (6) (6) 303 31C (7) 2
Income Tax Expense 27C 241 29 12 70¢ 59¢ 10¢ 18
Power
Three Months Ended Increase/ Nine Months Endec Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions
Net Income $ 221 % 181 $ 4C $ 56z $ 53¢ $ 24

For the three months ended September 30, 2013prithary reasons for the $40 million increase iri deome were:
° significant MTM losses in 2012 resulting from agrigase in prices on forward positions,

° higher capacity revenues in 20

These increases were partially offset by
° higher Operation and Maintenance Costs, due priyntariplanned maintenance costs at our BEC pladtcasts related to damage

caused by Superstorm Sandy at our fossil plants, an

o $59 million of net realized gains in September 26421lting from restructuring our NDT Ful

68




For the nine months ended September 30, 201 3primary reasons for the $24 million increase in Mebme were:

° higher capacity pricing in the PIM region resultirgm higher auction prices as well as higher gatien sold primarily in the PIM
region, and
° higher average gas prices on sales to third padtomer:

These increases were largely offset by

° lower volumes of electricity sold under our BGS tants at lower average pric

° lower volumes of wholesale load contracts in thelRad NE region:

° higher generation costs due to higher fuel c

° higher Operation and Maintenance Costs in 2013ydlirng costs related to damage caused by Super8andy at our fossil plants,
and

° $59 million of net realized gains in September 2042lting from restructuring our NDT Fu

The quarter and year-to date details for thesemaés are discussed below:

Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions Millions % Millions Millions %
Operating Revenues $ 1,16¢ $ 1,03 $ 131 13 $ 3806 $ 358 $ 227 6
Energy Costs 43C 45€ (26) (6) 1,78¢ 1,72t 61 4
Operation and Maintenance 304 25k 49 19 86¢€ 78C 86 11
Depreciation and Amortization 66 60 6 10 19t 17t 20 11
Other Income (Deductions) 34 84 (50 (60) 78 11¢ (42) (34)
Other-Than-Temporary
Impairments 3 2 1 50 7 14 @) (50)
Interest Expense 26 35 9 (26) 85 97 (12 (12
Income Tax Expense 158 13¢ 20 15 38¢ 374 9 2

Three Months Ended September 30, 2013 as Comparea 2012
Operating Revenuesncreased $131 million due to changes in generatimhgas supply revenues.

Generation Revenueimcreased $133 million due primarily to
° an increase of $147 million largely due to a $13lfian increase primarily attributable to signifiteMTM losses in 2012 in the PIM

region resulting from increases in prices on foovaositions, and

° an increase of $78 million due to higher capa@wenues resulting from higher average auction prcel an increase in operating

reserve revenues in the PJM region,

° partially offset by a decrease of $74 million duenarily to lower volumes of electricity sold undeur BGS contracts and lower

average pricing, and

° a net decrease of $18 million due primarily to lowelumes in the NE region as well as lower avengagees in the PJM and NE

regions on wholesale load contracts.
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Gas Supply Revenueatecreased $2 million due primarily to

° a net decrease of $5 million in sales under the B&@tract, primarily due to lower average gasqsrigartly offset by higher sales
volumes,
° partially offset by a net increase of $3 milliorrtgely due to higher sales volumes to third parntgtomer:

Operating Expenses

Energy Costsrepresent the cost of generation, which includesdasts for generation as well as purchased ernertine market, and gas
purchases to meet Power’s obligation under its B&8fract with PSE&G. Energy Costs decreased $2bmdue to

° Generation costslecreased $20 million due primarily to $28 milliohlower fuel costs, reflecting utilization of loweolumes of coal
and natural gas at lower average prices, partidfset by higher nuclear fuel prices. This decreaas partially offset by a net incre:
of $8 million due to energy purchases at higheraye prices partly offset by the recovery of excedar renewable energy credit

(SREC) cost in PIM.

° Gas costslecreased $6 million due primarily to lower averpgees under the BGSS contract and on salesr plairty customers
offset in part by higher sales volumes in 2013.

Operation and Maintenanceincreased $49 million due primarily to planned namance costs at our BEC plant and costs incuroed f

Superstorm Sandy in 2013 at our New Jersey foksitq

Depreciation and Amortization increased $6 million due primarily to a higher degpable fossil asset base and completion of a spedm
retrofit upgrade at our co-owned nuclear Peachddott/nit 2 in October 2012.

Other Income and (Deductions)ecreased $50 million due primarily to net realigaths of $59 million resulting from restructuriogr NDT
Fund in September 2012, partially offset by low&TNFund realized losses in 2013.

Other-Than-Temporary Impairments increased $1 million due to higher impairmentsteNDT Fund in 2013.

Interest Expensedecreased $9 million due primarily to a decreasmflower outstanding debt in 2013 resulting frortaie debt redeemed
prior to maturity in December 2012, as well asrtiaurity of Senior Notes in April 2013, and lowatdrest expense due to interest costs we
capitalized for projects under construction.

Income Tax Expensencreased $20 million in 2013 due primarily to heglpre-tax income.

Nine Months Ended September 30, 2013 as Compared 2012
Operating Revenuesdncreased $222 million due to changes in generatimhgas supply revenues.
Generation Revenueimcreased $130 million due primarily to

° an increase of $275 million due to higher capa@tyenues resulting from higher average auctioreprand an increase in operating

reserve revenues in PJM, and

° higher revenues of $91 million due primarily to g generation sold in the PJM and NE regionspaffset by lower average prices
in PJM,
° partially offset by a decrease of $144 million guenarily to lower volumes of electricity sold undeur BGS contracts and lower

average pricing, and

° a net decrease of $92 million due to lower volumesvholesale load contracts in the PIJM and NE rex
Gas Supply Revenuéscreased $92 million due primarily to
° a net increase of $60 million in sales under theSBGontract, substantially comprised of higherssatdumes due to colder average

temperatures during the 2013 winter heating segmotially offset by lower average gas prices, and

° a net increase of $32 million due primarily to heglaverage gas prices, partially offsetdyer sales volumes to third party custorr
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Operating Expenses

Energy Costsrepresent the cost of generation, which includesdasts for generation as well as purchased ernertine market, and gas
purchases to meet Power’s obligation under its B&8fract with PSE&G. Energy Costs increased $6tlomidue to

° Generation costincreased $18 million due primarily to $83 milliohhigher fuel costs, reflecting higher averagdized natural gas
prices, higher nuclear fuel costs, and the utilirabf higher volumes of coal and oil, partiallyfsst by lower average coal prices. The
increase was partially offset by $21 million of lemenergy purchases, recovery of excess SREC adta decrease of $44 million in

congestion costs in PIM.

° Gas costsncreased $43 million , principally related to galfions under the BGSS contract, reflecting higlades volumes in 2013
due to colder average temperatures during the 20it8r heating season, partially offset by loweer@ge gas inventory costs.

Operation and Maintenanceincreased $86 million due primarily to $63 millioncosts incurred from Superstorm Sandy in 201®uafossil
plants, and $48 million of higher planned outage araintenance costs in 2013, mainly at BEC, oug8eigas-fired plant in New Jersey and
Conemaugh coal-fired plant in Pennsylvania. This partially offset by the recognition of a $25 moill insurance recovery related to
Superstorm Sandy.

Depreciation and Amortization increased $20 million due primarily to a higher igjiable asset base at Fossil, including placitmdervice
the new gas-fired peaking units at Kearny, Neweleaesd New Haven, Connecticut in June 2012 and kmiop of the steam path retrofit
upgrade at our co-owned Peach Bottom Unit 2 in RmEt@012.

Other Income and (Deductions)yecreased $41 million due primarily to the factlisclosed in the above analysis for the three nwetfded
September 30, 2013 versus 2012.

Other-Than-Temporary Impairments decreased $7 million due to lower impairments @NIDT Fund in 2013.

Interest Expensedecreased $12 million due primarily to a decreas® flower outstanding debt in 2013 resulting froentain debt redeemed
prior to maturity in December 2012, as well asrtiaurity of Senior Notes in April 2013, partiallffget by higher interest costs in 2013 since
interest capitalization ceased for our Kearny aetNMaven gas-fired peaking projects on their JUi22n-service date.

Income Tax Expensencreased $9 million in 2013 due primarily to higipee-tax income.

PSE&G
Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions
Net Income $ 16¢ $ 158 % 13 $ 46€ $ 45% % 15

For the three months ended September 30, 2013yrithary reason for the $13 million increase in Netome was higher transmission
revenues due to increased investments in transmipsojects.

For the nine months ended September 30, 201 3pritmary reasons for the $15 million increase in Mebme were

° higher transmission revenues due to increasedtimesds in transmission projec
° partially offset by higher Income Tax Expense duéhe absence of tax benefits related to the setiié of the 1997-2006 IRS audits
in 2012.
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The quarter and year-to-date details for theseamags are discussed below:

Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions Millions % Millions Millions %
Operating Revenues $ 1666 $ 1,68 9 a7) 1) $ 508 $ 502¢ $ 55 1
Energy Costs 661 75€ (95) (13) 2,20¢ 2,38( 172 @)
Operation and Maintenance 40¢ 36¢€ 42 11 1,204 1,092 112 10
Depreciation and Amortization 23¢ 21¢ 20 9 65¢ 594 64 11
Taxes Other Than Income
Taxes 15 24 9) (39 50 73 (23 32
Other Income (Deductions) 12 10 2 2C 38 31 7 23
Interest Expense 75 73 2 3 22¢ 22C 3 1
Income Tax Expense 11¢ 108 12 12 311 24§ 63 25

Three Months Ended September 30, 2013 as Comparea 2012
Operating Revenueslecreased $17 million due to changes in delivéayse, commodity and other operating revenues.

Commodity Revenudecreased $95 million due to lower Electric and @aenues. This is entirely offset as savings iargy Costs. PSE&G
earns no margin on the provision of BGS and BGS$tail customers.

° Electric revenues decreased $92 million due prim&si$40 million in lower BGS revenues and $52lioil in lower revenues from a
reduced volume of sales of Non-Utility GeneratibituG) energy and lower Non-Utility Generation Cha@RGC) due to lower tariff

rates. BGS sales decreased 6% due to customertimigia third party suppliers (TPS) and weather.

° Gas revenues decreased $3 million due to lower B@®B8s of $5 million , partially offset by highBGSS volumes of $2 million
primarily due to weather. The average price of ritgas was 7% lower in 2013 than in 2012.
Delivery Revenueincreased $52 million due primarily to an increastansmission revenues.

° Transmission revenues were $46 million higlhee to net rate increases resulting primarily finoreased capital investmet

° Electric distribution revenues increased $7 millire primarily to an increase in Capital InfrastawuetProgram (CIP) related reveni
of $14 million and higher Green Program Recoverai@as (GPRC) of $17 million , partially offset lowler sales volumes of $16

million , and lower Transitional Energy Facilitidssessment (TEFA) revenue of $8 million due toveeloTEFA rate .

° Gas distribution revenues decreased $1 milliongtimearily to lower Weather Normalization Clause (WNrevenue of $6 milliolue
to more normal weather compared to the prior pepadtially offset by $3 million from higher saleslumes and $2 million from CIP

related revenues.

Clause Revenueimcreased $22 million due primarily to higher Sétization Transition Charge (STC) revenues of $lillion , higher Solar
Pilot Recovery Charge (SPRC) revenue of $5 mildod higher Margin Adjustment Clause (MAC) reventi®®omillion . The changes in ST
SPRC and MAC amounts were entirely offset by theriation of Regulatory Assets and related cas®®peration and Maintenance (O&M),
Depreciation and Amortization and Interest ExpeRPSE&G does not earn margin on STC, SPRC or MAG&cidns.

Other Operating Revenudsacreased $4 million due primarily to increasederaves from our miscellaneous electric operatingmeaes.

72




Energy Costsdecreased $95 million . This is entirely offset®ymmodity Revenue.
° Electric costs decreased $92 million or 14% du&7® million in lower BGS and NUG volumes, $10 natliof lower BGS and NUG
prices and $9 million for decreased deferred castvery. BGS and NUG volumes decreased tlli€primarily to customer migrati

to TPS and weather.

° Gas costs decreased $3 million or 4% due to $%amibr 7% in lower prices, partially offset by $2llion or 3% in higher sales
volumes due primarily to weather.

Operation and Maintenanceincreased $42 million , of which the most signifitaomponents were

° a $37 million increase in costs related primamySocietal Benefit Charges (SBC), CIP and GPRC. tDuke nature of the SBC, CIP

and GPRC clause mechanisms, these are entirebt affsevenues, and

° a $3 million increas@ appliance service cos
Depreciation and Amortization increased $20 million due primarily to

° an $11 million increasim amortization of Regulatory Assets, i

° an $8 million increasi depreciation of additional plant in serv

Taxes Other Than Income Taxeslecreased $9 million due to a lower TEFA rate fecic and gas, partially offset by higher salekimes
for gas.

Other Income and (Deductionshet increase of $2 million was due primarily toimerease in Solar Loan interest income.
Interest Expenseincreased due primarily to higher average long-tdett partially offset by lower average securiimatdebt.

Income Tax Expensencreased $12 million due primarily to higher pag-tncome.

Nine Months Ended September 30, 2013 as Compared20612
Operating Revenuesncreased $55 million due to changes in delivelayge, commodity and other operating revenues.
Delivery Revenueincreased $143 million due primarily to an increasgansmission revenues.

° Transmission revenues were $131 million highertduget rate increasessulting primarily from increased capital inveshts

° Gas distribution revenues increased $10 million ghiraarily to $58 million from higher sales volumasd an increase of $16 million
in CIP related revenues, partially offset by loWeKC revenue of $61 million due to more normal weaitompared to the prior

period.

° Electric distribution revenues increased $2 millire primarily to an increase in CIP related resnof $14 million and highésPRC
of $21 million , partially offset by lower TEFA renue of $18 million due to a lower TEFA rate anddo sales volumes of $15
million .

Clause Revenueisicreased $74 million due primarily to higher STEvenues of $35 million , higher SBC of $29 milliohigherSPRC revent
of $8 million and higher MAC revenue of $2 millioThe changes in STC, SBC, SPRC and MAC amounts emirely offset by the
amortization of Regulatory Assets and related cos@®&M, Depreciation and Amortization and Inter&stpense. PSE&G does not earn me
on STC, SBC, SPRC or MAC collections.

Other Operating Revenudacreased $10 million due primarily to increasederaies from our appliance repair business and ftasesus
electric operating revenues.

Commodity Revenudecreased $172 million due to lower Electric rexempartially offset by higher Gas revenues. Thisntirely offset as
savings in Energy Costs. PSE&G earns no margimemtovision of BGS and BGSS to retail customers.

° Electric revenues decreased $267 million due pilyner $164 million in lower BGS revenues and $X8ilion in lower revenues
from a lower volume of sales of NUG energy and Ioi&C due to lower tariff rates. BGS sales decreé&8é due primarily to

customer migration to TPS.



Gas revenues increased $95 million due primarilyigherBGSS volume:
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Energy Costsdecreased $172 million . This is entirely offsetGymmodity Revenue.
° Electric costs decreased $267 million or 15% du®lft/ million in lower BGS and NUG volumes, $54Iiit of lower BGS and
NUG prices, an$36 million for decreased deferred cost recoveySBand NUG volumes decreased 10% due primarilystoener

migration to TPS.

° Gas costs increased $95 million or 15% due prim&oihighersales volume
Operation and Maintenanceincreased $112 million , of which the most sigrafic components were
° an $87 million increase in costs recognized relaradarily to SBC, CIP and GPRC. Due to the nabfrthe SBC, CIP and GPRC

clause mechanisms, these are entirely offset iemass,
° an $8 million increasm costs relating to repairs from Superstorm Saamtty a colder winter, a

° a $9 million increase appliance service cos
Depreciation and Amortization increased $64 million due primarily to

° a $41 million increasm amortization of Regulatory Assets, i

° a $21 million increasi depreciation of additional plant in serv

Taxes Other Than Income Taxeslecreased $23 million due to a lower TEFA rateelectric and gas, partially offset by higher salelsimes
for gas.

Other Income and (Deductionshet increase of $7 million was due primarily toiacrease in Solar Loan interest income.

Interest Expenseincreased due primarily to higher average long-tdett partially offset by lower average securiimatdebt.

Income Tax Expensencreased $63 million due primarily to the abseoicex benefits related to the settlement of th@7t2006 IRS audits in
2012 and higher pre-tax income.

Energy Holdings

Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2013 2012 2013 vs. 2012 2013 2012 2013 vs. 2012
Millions
Net Income $ (3 $ 7 $ (10 $ 1 $ 49 $ (48)

For the three months ended September 30, 2013yrithary reasons for the $10 million decrease ihINeome were the impairment of real
estate assets and legal expenses related to tihecoiftract expansion in 2013 and a gain on an as$etn 2012.

For the nine months ended September 30, 2013primary reason for the $48 million decrease in Hebme was the absence of tax benefits
related to the settlement of the 1997-2006 IRStaunlithe prior year.

LIQUIDITY AND CAPITAL RESOURCES

The following discussion of our liquidity and cagitesources is on a consolidated basis, notinggkse and contributions, where material, of
our three direct operating subsidiaries.

Operating Cash Flows

Our operating cash flows combined with cash on fardifinancing activities are expected to be sigfficto fund capital expenditures and
shareholder dividend payments.

For the nine months ended September 30, 2013gpmmting cash flow increased $124 million as caegao the same period in 2012 . The
net change was due primarily to net changes fromelPand PSE&G, as discussed below.
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Power

Power’s operating cash flow increased $112 milfrmm $1,172 million to $1,284 million for the nimeonths ended September 30, 2013, as
compared to the same period in 2012 , primarilyltegy from higher earnings and an increase of $h#Hon related to margin deposits.

PSE&G

PSE&G'’s operating cash flow increased $8 milliaonfr$1,041 million to $1,049 million for the nine ntbs ended September 30, 2013 , as
compared to the same period in 2012 , due primtilyigher earnings and an increase from a netgehamregulatory deferrals primarily
related to BGSS gas costs and the collection of\@@ather Normalization Charges, offset by highgmpents for storm related costs. The
increases were partially offset by higher tax payts.e

Short-Term Liquidity

PSEG meets its short-term liquidity requiremenssyall as those of Power, primarily with cash amdagh the issuance of commercial paper.
PSE&G maintains its own separate commercial pappgram to meet its short-term liquidity requirengerach commercial paper program is
fully back-stopped by its own separate credit faes.

The commitments under our credit facilities areviied by a diverse bank group. In March 2013, PoR&EG and PSE&G amended their
respective 5-year credit agreements scheduledddne2016, extending the expiration dates from ARBIL6 to March 2018. Of the total
commitments of $2.1 billion under these agreemétq) billion has been extended until 2018. The miments for the $100 million balance
will terminate in 2016. As of September 30, 20081, total credit capacity was $4.3 billion .

As of September 30, 2013, no single institutiqgoresented more than 8% of the total commitmentaiircredit facilities.
As of September 30, 2013, our total credit cagagds in excess of our anticipated maximum ligyidéquirements.

Each of our credit facilities is restricted as t@itability and use to the specific companies stetl below; however, if necessary, the PSEG
facilities can also be used to support our subsatialiquidity needs. Our total credit facilitie®d available liquidity as of September 30, 2013
were as follows:

As of September 30, 2013
Total Available Expiration
Company/Facility Facility Usage Liquidity Date Primary Purpose
Millions
PSEG
Commercial Paper (CP)
5-year Credit Facility $ 50 $ 5 (D) $ 49k Mar 2017  Support/Funding/Letters of Credit
5-year Credit Facility (A) 50C — 50C Mar 2018  CP Support/Funding/Letters of Credit
Total PSEG $ 1000 $ 5 $ 99t
Power
5-year Credit Facility $ 160 $ 58 (D) $ 1,54- Mar 2017  Funding/Letters of Credit
5-year Credit Facility (B) 1,00(¢ — 1,00¢ Mar 2018  Funding/Letters of Credit
Bilateral Credit Facility 10C 10C (D) — Sept 2015 Letters of Credit
Total Power $ 2,70C $ 15¢ $ 2,540
PSE&G
5-year Credit Facility (C) $ 60C $ 13 (D) ¢ 587 Mar 2018  CP Support/Funding/Letters of Credit
Total PSE&G $ 60C $ 13 $ 587
Total $ 4300 $ 17¢€ $ 4,12

(A) In April 2016, this facility will be reduced by $28illion.
(B) In April 2016, this facility will be reduced by $48illion.
(®)] In April 2016, this facility will be reduced by $24illion.
(D) Includes amounts related to letters of credit aumiding
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Long-Term Debt Financing

PSE&G has $275 million of 6.33% Medium-Term Notestuning in November 2013 . For a discussion oflong-term debt transactions
during 2013, see Note 10. Changes in Capitalization

Common Stock Dividends

On July 16, 2013, the Board of Directors declarediarterly dividend of $0.36 per share of commalsfor the third quarter of 2013. We
expect to continue to pay cash dividends on oumeomstock; however, the declaration and paymehitafe dividends to holders of our
common stock will be at the discretion of the Boafdirectors and will depend upon many factorsjuding our financial condition, earnings,
capital requirements of our businesses, altermatestment opportunities, legal requirements, rdgataconstraints, industry practice and other
factors that the Board of Directors deems releviaait.additional information related to cash divideron our common stock, see Note 16.
Earnings Per Share and Dividends.

Credit Ratings

If the rating agencies lower or withdraw our crediings, such revisions may adversely affect theket price of our securities and serve to
materially increase our cost of capital and lintit@ss to capital. Outlooks assigned to ratingssifellows: stable, negative (Neg) or positive
(Pos). There is no assurance that the ratingscaiitinue for any given period of time or that thvell not be revised by the rating agencies, if,
in their respective judgments, circumstances wariach rating given by an agency should be evatlisidependently of the other agencies'
ratings. The ratings should not be construed @sdication to buy, hold or sell any security.

In April 2013, S&P upgraded the corporate creditgs on PSEG, Power and PSE&G to BBB+ from BBB B&E&G's Mortgage Bond rati
to A from A-. PSEG's, Power's and PSE&G's outloskse changed to stable from positive. In May 208pdy's published updated credit
opinions on PSEG, Power and PSE&G. PSEG's, Poama $SE&G's ratings and outlooks remained uncharngedly 2013, Fitch published
updated research on PSEG, Power and PSE&G whidhhepratings and outlooks unchanged.

Moody's (A) S&P (B) Fitch (C)

PSEG

Outlook Stable Stable Stable

Commercial Paper P2 A2 F2
Power

Outlook Stable Stable Stable

Senior Notes Baal BBB+ BBB+
PSE&G

Outlook Stable Stable Stable

Mortgage Bonds Al A A+

Commercial Paper P2 A2 F2

(A) Moody'’s ratings range from Aaa (highest) tql@vest) for long-term securities and P1 (highéstNP (lowest) for shorterm

securities.

(B) S&P ratings range from AAA (highest) to D (lest) for long-term securities and A1+ (highestipt@owest) for short-term
securities.

© Fitch ratings range from AAA (highest) to @\lest) for long-term securities and F1+ (highestipt(lowest) for short-term
securities.
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CAPITAL REQUIREMENTS

We expect that all of our capital requirements dliernext three years will come from a combinatbmternally generated funds and external
debt financing. In the Quarterly Report on FormQ®er the quarter ended June 30, 2013, PSE&G rep@nt increase in its projected base
level capital expenditures of $215 million througil5, as compared to the amounts disclosed in@un EO-K for the year ended

December 31, 2012. This increase primarily reflectsprojected additional spending during the pktiader our Solar Loan Il and Solar 4 .
Extension programs which were approved by the BPMay 2013. There have been no additional matehahges to our projected capital
expenditures at Power, PSE&G and Energy Holdingooagpared to amounts disclosed in our Form 10-KHeryear ended December 31,
2012 . See Note 9. Commitments and Contingent litiglsi for additional information.

ACCOUNTING MATTERS

For information related to recent accounting mafteee Note 2. Recent Accounting Standards.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The market risk inherent in our market-risk semsiinstruments and positions is the potential &og&sng from adverse changes in commodity
prices, equity security prices and interest ragediscussed in the Notes to Condensed Consolitftaticial Statements. It is our policy to use
derivatives to manage risk consistent with busimpésss and prudent practices. We have a Risk ManageCommittee comprised of execu
officers who utilize a risk oversight function toseire compliance with our corporate policies asl management practices.

Additionally, we are exposed to counterparty crémises in the event of non-performance or non-gaynmVe have a credit management
process, which is used to assess, monitor andateticounterparty exposure. In the event of noneperdnce or non-payment by a major
counterparty, there may be a material adverse itrgraour financial condition, results of operati@rset cash flows.

Commodity Contracts

The availability and price of energy-related comitied are subject to fluctuations from factors sashweather, environmental policies,
changes in supply and demand, state and fedendbtegy policies, market rules and other eventsrélduce price risk caused by market
fluctuations, we enter into supply contracts andvdéive contracts, including forwards, futures,ags and options with approved
counterparties. These contracts, in conjunctioh pitysical sales and other services, help redskearid optimize the value of owned electric
generation capacity.

Value-at-Risk (VaR) Models

VaR represents the potential losses, under norragketh conditions, for instruments or portfolios daehanges in market factors, for a
specified time period and confidence level. Weneate VaR across our commodity businesses.

MTM VaR consists of MTM derivatives that are econoimedges, some of which qualify for hedge accagntThe MTM VaR calculation
does not include market risks associated with diet/that are subject to accrual accounting, priilpmaur generating facilities and some load
serving activities.

The VaR models used are variance/covariance madgisted for the change of positions with 95% a®.&% confidence levels and a one-da
holding period for the MTM activities. The modeklsame no new positions throughout the holding peribowever, we actively manage our
portfolio.

77




MTM VaR
Three Months Ended Year Ended December
September 30, 2013 31, 2012
Millions

95% Confidence Level, Loss could exceed VaR oneid&@0 days

Period End $ 9 $ 18
Average for the Period $ 14 3 16
High $ 19 $ 29
Low $ 9 3 7
99.5% Confidence Level, Loss could exceed VaR aaeid 200 days

Period End $ 15 $ 28
Average for the Period $ 22 % 25
High $ 30 $ 46
Low $ 14 $ 11

See Note 11. Financial Risk Management Activitasaf discussion of credit risk.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We have established and maintain disclosure canémodl procedures as defined under Rule 13a-15¢e)soh15(e) promulgated under the
Securities Exchange Act of 1934, as amended (tlkeH&nge Act”) that are designed to provide reasienatsurance that information required
to be disclosed in the reports that are filed dmnsitted under the Exchange Act is recorded, prezkssummarized and reported and is
accumulated and communicated to the Chief Exec@ffieer (CEO) and Chief Financial Officer (CFO) edich respective company, as
appropriate, by others within the entities to allimvely decisions regarding required disclosure.Naee established a disclosure committee
which includes several key management employeesvaith reports directly to the CFO and CEO of eatRublic Service Enterprise Group
Incorporated, PSEG Power LLC, and Public Servieztc and Gas Company. The committee monitorsezatliates the effectiveness of
these disclosure controls and procedures. The GEIGC&O of each of Public Service Enterprise Growgoiporated, PSEG Power LLC, and
Public Service Electric and Gas Company have eteduthe effectiveness of the disclosure controtsmcedures and, based on this
evaluation, have concluded that disclosure contamtsprocedures at each respective company weretigf at a reasonable assurance level a
of the end of the period covered by the report.

Internal Controls

We continually review our disclosure controls amdgedures and make changes, as necessary, to #msuapeality of our financial reporting.
There have been no changes in internal control fiv@ncial reporting that occurred during the thipgarter of 2013 that have materially
affected, or are reasonably likely to materiallieaf, each registrant’s internal control over fioiahreporting.
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PART Il. OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

We are party to various lawsuits and regulatorytenatn the ordinary course of business. Certdirination reported under Item 3 of Part | of
the 2012 Annual Report on Form 10-K and under Iteof Part Il of the Quarterly Reports on FormQGer the quarters ended March 31, 2
and June 30, 2013 are updated below. For additiofaimation regarding material legal proceedingsluding updates to information repor

in Item 3 of Part | of the 2012 Annual Report onRd.0-K and under Item 1 of Part Il of the QuastdReport on Form 10-Q for the quarters
ended March 31, 2013 and June 30, 2013, see N@erBmitments and Contingent Liabilities and Iten©%her Information.

Superstorm Sandy

June 30, 2013 Form 10-Q page 8R2SEG maintains insurance coverage against losanoage to plants and certain properties, subject to
certain exceptions and limitations, to the exterchsproperty is usually insured and insurance &lalble at a reasonable cost. PSEG is seekin
recovery from its insurers for the property damadmve its self-insured retentions; however, nor@sges can be given relative to the timing
or amount of such recovery. PSEG has recorded pdscaf $50 million from its insurance carriers dgance payments, $25 million of which
was recognized in the second quarter of 2013 aBd@lion was recognized in the fourth quarter 61.2. PSEG does not believe that it has a
basis for estimating additional probable insuramo®veries at this time. In June 2013, PSEG, PanwdPSE&G filed suit in New Jersey state
court against the insurance carriers seeking ietglpretation of certain terms in the insuranckcpes regarding losses resulting from damage
caused by Superstorm Sandy's storm surge. Thetdispacerns whether certain sub-limits in the pedi@pply to damage to property caused
by Superstorm Sandy's storm surge. In that CompRBEG stated that its estimate of the total aesfsired to restore damaged facilities to
their pre-Superstorm Sandy condition was approélga#426 million. Of these costs, $364 million &&R million related to Power and
PSE&G, respectively. In August 2013, the insurazaiers filed an answer in which they denied nudshe allegations made in the
Complaint. Discovery is proceeding.

ITEM 1A. RISK FACTORS
There no additional Risk Factors to be added tedluisclosed in Part | Item 1A of our 2012 AnnuepBrt on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table indicates our common share repases in the open market to satisfy obligatiordeu various equity compensation aws
during the third quarter of 2013 :

Total Number Average

of Shares Price Paid

Three Months Ended September 30, 2013 Purchased per Share
July 1 - July 31 — $ =
August 1 - August 31 22,50 $ 33.7C
September 1 -September 30 — 3 —

ITEMS5. OTHER INFORMATION

Certain information reported in the 2012 Annual &¢pn Form 10-K and Quarterly Reports on Form 1fsthe Quarters Ended March 31,
2013 and June 30, 2013 are updated below. Additgrezrtain information is provided for new magehat have arisen subsequent to the
filing of the 2012 Annual Report on Form 10-K ahe Quarterly Reports on Form 10-Q for the Qualged March 31, 2013 and June 30,
2013. References are to the related pages on thesF®-K and 10-Q as printed and distributed.
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BUSINESS OPERATIONS AND STRATEGY
Energy Holdings
Products and Services

December 31, 2012 Form -K page 13 and June 30, 2013 Form 10-Q page ®@@r December 2011 ten-year contract, Operations er
Agreement (OSA), for the management of the LongnidlPower Authority (LIPA) transmission and distitibn system by PSEG Long Island
LLC (PSEG LlI) is scheduled to commence on Janua®014. We continue to take all necessary stepernimection with the expected January
1, 2014 commencement of our management respotisihiin accordance with this OSA.

On July 29, 2013, the Governor of New York signegidlation that will restructure LIPA, pursuantibich PSEG LI may undertake an
expanded role in the management of LIPA's transarisand distribution system and other aspectssadpierations. During September 2013,
PSEG and LIPA concluded negotiations on an amentitnghe OSA and several related agreements, imguzbntracts to manage LIPA's f
procurement and power supply obligations. The ecvoconstruct of the amended OSA is consistent thighoriginal OSA, with PSEG LI
taking on greater management responsibilities guisgnbrand and more fully integrating its supgartctions in return for greater compensatior
and an extension of the contract from the origiealyears to twelve. In addition, there is an apfar the parties to agree to extend the con
for an additional eight years. On September 273201fe New York Department of Public Service issitedecommendation to LIPA to enter
into those agreements. On October 3, 2013, the 1BB#&rd approved the agreements. On October 2, ZBBG LI received its requested
disclaimer of jurisdiction from the FERC. With tleoapprovals received, the agreements’ effectiveisesmtingent upon LIPA’s receipt of a
Private Letter Ruling from the IRS on the contintaxtexempt status of certain LIPA debt securitied LIPA's approval of the proposed 2014
and 2015 operating and capital pass-through budgets

FEDERAL REGULATION
FERC

Market Power
December 31, 2012 Form -K page 15Under FERC regulations, public utilities must reegFERC authorization to sell power in interstate
commerce. For a requesting company to receive rhbdsed rate (“MBR”) authority, the FERC must finsake a determination that the
requesting company lacks market power in the relenearkets and/or that market power in the relewaatkets is sufficiently mitigated.

PSE&G, PSEG Energy Resources & Trade LLC, PSEG P@aenecticut, PSEG Fossil LLC, PSEG Nuclear LL@ B$EG New Haven LL
all have been granted MBR authority from the FER&ch of these companies, except PSEG New Haven(Wh&h received MBR authority
in May 2012), will be filing a market power updatih the FERC at the end of 2013, which the FERGtagcept in order for these compal
to retain MBR authority. Retention of MBR authorisyimportant to the maintenance of our currentegation business’ revenues.

Capacity Market Issues

December 31, 2012 Form -K page 16 and June 30, 2013 Form 10-Q page B2M, the New York Independent System Operator (NDJ|S
and the Independent System Operator-New Englar@-NE) each have capacity markets that have beemeg by the FERC. The FERC
regulates these markets and recently held a teadlroaference to examine whether the market ddsigthese three capacity markets is
working optimally. One of the specific issues beaagpsidered by the FERC is whether capacity matkes are properly responding to, and
fostering the development of, state public policdsmand response and emerging technologies.

Capacity Market Issues—NYISO

December 31, 2012 Form -K page 16The NYISO capacity model currently recognizes dwnlg separate zones that potentially may separa
in price: New York City and Long Island. On Augud&, 2013, the FERC issued an order approving NY$3pril 30, 2013 filing establishing
the boundaries of a third capacity zone that wit@mpass the super zone that includes the lowesdtudalley and New York City to take
effect May 1, 2014. The NYISO is also currently siolering what type of generation unit should bedusethe reference unit for the purposes
of establishing the Cost of New Entry in the “reS6tate” zone (excluding the lower Hudson Vallgw York City and Long Island). This
issue is significant since it will set the demandve on which future capacity prices paid to getoesawill be based.
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Capacity Market Issues— Long-Term Capacity Agreement Pilot Program Act (LER)

December 31, 2012 Form -K page 16, March 31, 2013 Form 10-Q page 70 anthd80, 2013 Form 10-Q page 82 2011, the State of
New Jersey concluded that new natura-fired generation was needed and enacted the LG¥d®B> subsidize approximately 2,000 MW of
new generation. The LCAPP Act provided that sulesidvould be offered through long-term standardrafégacity agreements (SOCAS)
between selected generators and the New Jerselyi€&Ristribution Companies (EDCs). The SOCA regdieach New Jersey EDC to provide
the generators with guaranteed capacity paymentiefiiby ratepayers. Each of the New Jersey ED€lsidimg PSE&G, entered into the
SOCAs as directed by the State, but did so undgestrreserving their rights. In July 2013, the $0antract with New Jersey Power
Development LLC, a subsidiary of NRG Energy, Ingas terminated early as a result of a default bygémnerator.

We have taken several steps to challenge thesamgysncluding joining several other parties maltenging the LCAPP Act

on constitutional grounds in federal court. On ®@etoll, 2013, the U.S. District Court found that HCAPP Act violated

the Supremacy Clause of the U.S. Constitution audaded the LCAPP Act null and void. On October2®13, a final judgment was issued
implementing the federal court's decision and fiteting the SOCA contracts void, invalid and uneoéable and denying the request of the
defendants to stay the decision pending appeald&fendants may appeal the decision and may ss&ly &rom the U.S. Third Circuit Court
Appeals. We also filed a challenge to the BPU'démgntation of the LCAPP Act in the New Jersey &tappellate Court. This appeal was
dismissed without prejudice on October 23, 2013herbasis that the U.S. District Court found theAIRP Act to be preempted by the Federal
Power Act and in violation of the Supremacy Claokthe U.S. Constitution, and therefore null andlvén the event that the U.S. District
Court decision is overturned on appeal, the NeweleBtate Appellate Court action could be reopened.

Maryland also took action to subsidize abowarket new generation. On April 16, 2013, the Mang Public Service Commission (PSC) iss
an order directing the Maryland utility companieskecute a contract with CPV Shore, LLC (CPV)tdda new 661 MW natural gas-fired,
combined cycle station in Maryland. We joined otparties in challenging Maryland's actions on cdutsbnal grounds in federal court in
Maryland. On September 30, 2013, the U.S. Dis€@mart in Maryland ruled on our complaint and fouhdt Maryland's actions violated the
Supremacy Clause of the U.S. Constitution. Thigfabdcourt decision invalidates the Maryland actianluding the contract subsidizing CPV.
On October 25, 2013, a final judgment in this peatierg was issued. This decision may be appealed.

These efforts by various states to artificially gEgs prices in the wholesale capacity markets imeaded to be mitigated by the Minimum
Offer Price Rule (MOPR) approved by the FERC. THeRIR was intended to restrict new generation fratdibg in RPM at less than a
minimum level established by PIM's Tariff, or atdossed bid to the extent that the generator carodstrate that its costs are lower than the
MOPR. However, we do not believe these rules hawked as intended and have not protected the magegnst price suppression efforts. At
the direction of the FERC, PJM is currently conthgt stakeholder proceeding, the purpose of wisith develop an enhanced process
applicable to subsidized generation seeking tari@RPM at less than MOPR. The outcome of thikedtalder process and eventual FERC
review is uncertain at this time.

Transmission Regulations— Transmission Policy Developments

December 31, 2012 Form -K page 17, March 31, 2013 Form 10-Q page 71 anadhdB0, 2013 Form 10-Q page 8Bhe FERC has
concluded in Order No. 1000 that the incumbentsinr@iasion owner should not always have a “rightirst fefusal” (ROFR) to construct and
own transmission projects in its service territdffe have challenged the FERC's elimination of tRd-R in federal court, which challenge
remains pending. PJM is currently implementing mele@s under which the construction of certain typesansmission projects is no longer
subject to a ROFR for incumbents. The FERC hasaggooved the “state agreement approach” to clustadion under which transmission
projects being built to address public policy cansemay be placed into PJM's planning processifthte sponsoring the project agrees to pe
the costs of the project. To date, no such projegt® been placed into the planning process bsifitieichanism could potentially facilitate
transmission projects that are not needed forbiditiaor market efficiency under PJM standardstf@nsmission, including potential offshore
wind projects proposed by third parties, shoultatesor states agree to fund the costs of suclegmj

Transmission Regulations— Transmission Expansion

December 31, 2012 Form -K page 17 and March 31, 2013 Form 10-Q page. 1t February 2013, the federal court denied certai
environmental groups’ action to seek an injunctmhalt construction of the Susquehanna-Roselamstnission line by us and PPL
Corporation and set aside the National Park Seiwi@¢PS) final Environmental Impact Statement (E&8the line, allowing its construction
certain federal park lands subject to the NPSSgliction that follows the existing right of way. @ugust 19, 2013, the environmental groups
filed a renewed preliminary injunction motion. Omdust 30, 2013, the court ruled in favor of NPSl. E®rporation and us and denied the
environmental groups’ renewed summary judgmentpmatiminary injunction motions. Construction acties in the park are ongoing.
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Transmission Regulations— Transmission Rate Proceedings

December 31, 2012 Form -K page 18, March 31, 2013 Form 10-Q page 71 anthdB80, 2013 Form 10-Q page 88 September 2011, a
complaint was filed by several state utility comsn&s and consumer advocates against transmissioars in New England challenging their
base return on equity (ROE). In August 2013, a FER®inistrative Law Judge (ALJ) issued a decisimling the utilities' base ROE to no
longer be just and reasonable. In February 203&rakstate utility commissions and consumer adies;ancluding the BPU and the New
Jersey Division of Rate Counsel, also filed a caimplat the FERC challenging the base ROE and flartnansmission rate implementation
protocols of transmission owners in Maryland, Pgivasia, Delaware and New Jersey. This complaimtaias pending. While the August
2013 decision is subject to review by the FERC, thied=ebruary 2013 complaint is pending, the resflthese proceedings could set a
precedent for the FERC-regulated transmission oswvéh formula rates in place, such as ours.

The FERC has issued an order setting for hearidgsattlement procedures certain rate challengseddiy a municipal electric cooperative
against a transmission owner in PJM. Specificalig,electric cooperative challenged the prudenaatdgories of costs included by the
transmission owner in its formula rate. The FER@nfibthat the challenges raised issues of facWihatanted examination at hearing. While
are not the subject of the challenge, the resuhisfproceeding could set a precedent for otlarsmission owners with formula rates in place,
including PSE&G.

STATE REGULATION
Rates
Weather Normalization Clause

December 31, 2012 Form -K page 20In September 2013, the BPU approved recovery ofrilton in deficiency revenues, including $24
million of the carryover deficiency from the 201218 Winter Period which we will recover from custns during the 2013-2014 Winter
Period (October 1- May 31).

Energy Strong Program

December 31, 2012 Form -K page 20, March 31, 2013 Form 10-Q page 71 anshdB0, 2013 Form 10-Q page 84 February 2013, we
filed a petition with the BPU seeking approval eftain investments we recommend making to our BRIddictional electric and gas syster
harden and improve resiliency for the future thitoagclause recovery mechanism. We have continusgspmnd to data requests from the
BPU, the New Jersey Division of Rate Counsel atehuenors. All required public hearings were cortgadeén October 2013, and the review
PSE&G's proposal is ongoing at the BPU. We cannedigt the outcome of this matter.

Energy Supply
BGSS

December 31, 2012 Form -K page 21 and June 30, 2013 Form 10-Q page [84September 2012, the BPU approved the Stipulatioich
lowered our BGSS rate effective October 1, 2012 pnovisional basis. In May 2013, the BPU approa&tipulation that made the current
BGSS rate final. Additionally, in May 2013 we maaler annual BGSS filing with the BPU requesting harmge to the current rate for the next
BGSS period effective October 1, 2013 through Septr 30, 2014. In September 2013, the BPU approuedequest to retain the current
for the next BGSS period effective October 1, 20%8ugh September 30, 2014.

On October 23, 2013, we filed a self-implementiwg-month BGSS bill credit with the BPU. This billedlit will be 35 cents per therm for the
months of November and December 2013 and is designerovide approximately $115 million to residahtustomers over the two months.
The BGSS rate will revert back to the current mtelanuary 1, 2014.

ENVIRONMENTAL MATTERS
Air Pollution Control
Demand Response (DR) Reciprocating Internal CombaistEngines (RICE) Litigation

March 31, 2013 Form 1-Q page 72 and June 30, 2013 Form 10-Q page®b.March 29 and April 1, 2013, we filed petitiorigtee EPA and
in federal court, respectively, challenging theiblal Emission Standards for Hazardous Air PollitsdNESHAP) for RICE issued on January
30, 2013. Among other things, the final EPA rulewak owners and operators of stationary emerged©ERo operate their engines as part of
an emergency DR program without the installatiod eperation of emission controls or compliance \eithission limits otherwise applicable
to non-emergency counterparts. This waiver of NE8Hfandards results in disparate treatment ofrdiffegeneration technology types. In oul
appeal, we are seeking more stringent emissiorralastandards for RICE to support more competitharkets, particularly the PJM capacity
market. On September 6, 2013, the EPA publishddtist to reconsider certain items included infthal rule that are also subject to the
appeal, with a 60 day comment period.
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Climate Change
CO;Regulation Under the Clean Air Act (CAA)

December 31, 2012 Form -K page 24 and June 30, 2013 Form 10-Q pageI85April 2013, several industrial groups petitiortae

Supreme Court to review various EPA rules issuatkbuthe CAA, including the Tailoring Rule, to regtd greenhouse gas (GHG) emissions,
including CO,, The Tailoring Rule requires a new source or antiejsource which undergoes a major modificatioretaluate and perhaps
install best available control technology (BACT) 8HG emissions.

On October 15, 2013, the Supreme Court agreeddatedcase to the docket for its current term twster whether the EPA has authority to
regulate CQemissions of stationary sources, including powantsl.

In April 2012, the EPA published the proposed NewrSe Performance Standards (NSPS) for GHG forpmmer plants only. On June 25,
2013, the President directed the EPA to proposised\NSPS for new power plants by September 2(,30bpose GHG regulations for
existing power plants by June 1, 2014, finalizehstegulations by June 1, 2015 and require stateglimit GHG implementation regulations
June 30, 2016.

On September 20, 2013, the EPA proposed revisedSN@mew power plants. The revised NSPS diffesmfthose initially proposed in April
2012 in that standards would vary for differentedgmf new power plants as opposed to the applitafia single standard for all new power
plants. The EPA is also requesting comment on fiae electric output sales threshold to determpieability to the NSPS. This electric
output sales threshold would eliminate the outrgtalusion of simple cycle combustion turbines. @wnts on the rule must be submitted
within 60 days after publication.

Water Pollution Control
Cooling Water Intake Structure Regulation

December 31, 2012 Form -K page 25 and June 30, 2013 Form 10-Q page [85April 2011, the EPA published a proposed rulestablish
marine life mortality standards for existing cogliwater intake structures with a design flow of entiran two million gallons per day. In July
2012, the EPA and environmental groups agreedltry diee deadline to June 27, 2013 for finalizatiéthe Rule. On June 27, 2013, the EPA
and environmental groups agreed to further extbadleadline to November 4, 2013.

If the rule were to be adopted as proposed, thadtngn us would be material since the majority wfeectric generating stations would be
affected. We are unable to predict the outcoméisfgroposed rulemaking, the final form that thegmsed regulations may take and the effec
if any, that they may have on our future capitgluieements, financial condition or results of opienas, although such impacts could be
material. See Note 9. Commitments and Contingeatilifies for additional information.

On October 1, 2013, the Delaware Riverkeeper Netwod several other environmental groups filedveslit in the Superior Court of New
Jersey seeking to force the New Jersey Departnidgntvaronmental Protection to take action on oungiag application for permit renewal at
Salem either by denying the application or isswrdyaft for public comment. The permit is curremibnding the EPA’s finalization of the
Clean Water Act Section 316(b) regulations. We werenamed in the lawsuit nor do we know how thigal action will proceed but it could
have a material impact on us.
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ITEM 6.

EXHIBITS

A listing of exhibits being filed with this documieis as follows:

a. PSEG:
Exhibit 12:
Exhibit 31:
Exhibit 31.1:
Exhibit 32:
Exhibit 32.1:
Exhibit 101.INS:

Exhibit 101.SCH:
Exhibit 101.CAL:

Exhibit 101.LAB:

Exhibit 101.PRE:
Exhibit 101.DEF:

b. Power:
Exhibit 12.1:
Exhibit 31.2:
Exhibit 31.3:
Exhibit 32.2:
Exhibit 32.3:
Exhibit 101.INS:

Exhibit 101.SCH:
Exhibit 101.CAL:

Exhibit 101.LAB:

Exhibit 101.PRE:
Exhibit 101.DEF:

c. PSE&G:
Exhibit 12.2:
Exhibit 12.3:
Exhibit 31.4:
Exhibit 31.5:
Exhibit 32.4:
Exhibit 32.5:
Exhibit 101.INS:

Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:

Computation of Ratios of Earnings to Fixed Charges

Certification by Ralph 1zzo Pursuant to Rules 13zafhd 15d-14 of the 1934 Act

Certification by Caroline Dorsa Pursuant to Rul8a-14 and 15d-14 of the 1934 Act
Certification by Ralph 1zzo Pursuant to Section@85 Chapter 63 of Title 18 of the U.S. Code
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Certification by Ralph 1zzo Pursuant to Rules 13zafhd 15d-14 of the 1934 Act

Certification by Caroline Dorsa Pursuant to Rulda-14 and 15d-14 of the 1934 Act

Certification by Ralph 1zzo Pursuant to Section@85Chapter 63 of Title 18 of the U.S. Code
Certification by Caroline Dorsa Pursuant to Secfi@60 of Chapter 63 of Title 18 of the U.S. Code
XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document
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SIGNATURE

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to be

signed on its behalf by the undersigned thereualyp authorized. The signature of the undersignedpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P UBLIC SERVICE E NTERPRISE G ROUP | NCORPORATED
(Registrant)

By: /s/DEREK M.DIRIsIO

Derek M. DiRisio
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2013
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SIGNATURE

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to be

signed on its behalf by the undersigned thereualyp authorized. The signature of the undersignedpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

PSEG POWER LLC
(Registrant)

By: /s/DEREK M.DIRIsIO

Derek M. DiRisio
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2013
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SIGNATURE

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to be

signed on its behalf by the undersigned thereualyp authorized. The signature of the undersignedpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P uBLIC SERVICE E LECTRIC AND G AS C OMPANY
(Registrant)

By: /s/DEREK M.DIRIsIO

Derek M. DiRisio
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2013
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

EXHIBIT 12

Earnings as Defined in Regulation S-k
(A):

Pre-tax Income from Continuing
Operations

(Income) Loss from Equity Investees,
net of Distributions

Fixed Charges
Capitalized Interest

Preferred Securities Dividend
Requirements of Subsidiaries

Total Earnings

Fixed Charges as Defined in Regulation

S-K (B)
Interest Expense
Interest Factor in Rentals

Preferred Securities Dividend
Requirements of Subsidiaries

Total Fixed Charges

Ratio of Earnings to Fixed Charges

Nine Months Ended Years Ended
September 30, December 31,
2013 2012 2012 2011 2010 2009 2008
(Millions, except ratios)
$ 1,751 ¢ 165( $ 2011 $ 238 $ 261€¢ $ 2,63¢ $ 1,80¢
®) 6 9 4 19 (29 ®)
34t 35: 47¢ 52z 571 60C 63<
(12 (16) (19 (24) (67) (45) (37)
— — — — 2 (6) (6)
$ 207 $ 199 $ 248 $ 2,88 $ 3,09 $ 3,16(C $ 2,391
$ 33: % 345 $ 46t 9 50¢ $ 55t % 581 $ 61%
12 10 14 13 14 13 12
— — — — 2 6 6
$ 34 $ 355§ 47 $ 52z ¢ 571 % 60C $ 63<
6.0: 5.6t 5.1¢ 5.5: 5.4 5.27 3.7¢

(A)

(B)

The term “earnings” shall be defined as preitecome from Continuing Operations before incomées from equity investees plus

distributed income from equity investees. Add te-fax income the amount of fixed charges adjusiezktlude (a) the amount of any

interest capitalized during the period and (b)abtial amount of any preferred securities dividesgiiirements of majority-owned
subsidiaries stated on a pre-tax level.

Fixed Charges represent (a) interest, whedkpensed or capitalized, (b) amortization of déktalint, premium and expense, (c) an

estimate of interest implicit in rentals and (dg¢ferred securities dividend requirements of majesityned subsidiaries stated on a pre:

tax level.



EXHIBIT 12.1

PSEG POWER LLC
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Nine Months Ended Years Ended
September 30, December 31,
2013 2012 2012 2011 2010 2009 2008
(Millions, except ratios)

Earnings as Defined in
Regulation S-K (A):
Pre-tax Income from

Continuing Operations $ 94t % 91z $ 1,08 $ 1687 $ 191« $ 1,95 $ 1,711
Fixed Charges 10& 12C 163 20¢ 23¢ 221 21C
Capitalized Interest 1 (5) 4 (20 (62 (43 (32
Total Earnings $ 1,051 $ 1027 $ 1,23¢ $ 1,88 $ 2,09C $ 2,13¢ $ 1,89

Fixed Charges as Defined in
Regulation S-K (B)

Interest Expense $ 102 $ 11€¢ ¢ 161 $ 208 $ 23t $ 21¢ $  20¢
Interest Factor in Rentals 3 1 2 3 3 2 2
Total Fixed Charges $ 108 $ 12 $ 165 $ 208 $ 23 $ 221 $ 21C

Ratio of Earnings to Fixed
Charges 10.01 8.5€ 7.6(C 9.0¢ 8.7¢ 9.67 9.0C

(A) The term "earnings” shall be defined as prehterome from Continuing Operations. Add to pre-tacome the amount of fixed
charges adjusted to exclude the amount of anydstteapitalized during the period.

(B) Fixed Charges represent (a) interest, whetkpensed or capitalized, (b) amortization of déwtalint, premium and expense and (c)
an estimate of interest implicit in rentals.



EXHIBIT 12.2

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Nine Months Ended Years Ended
September 30, December 31,
2013 2012 2012 2011 2010 2009 2008
(Millions, except ratios)

Earnings as Defined in
Regulation S-K (A):

Pretax Income from Continuin

Operations $ 77¢ $ 701 $ 83 $ 861 $ 591 $ 551 $ 59z
Fixed Charges 24C 23¢ 314 31¢ 32t 317 32t
Capitalized Interest (12 9) (13) 4) 2 Q) —
Total Earnings $ 1007 $ 92t $ 1,13¢ $ 1,17¢ $ 914 $ 867 $ 917

Fixed Charges as Defined in
Regulation S-K (B)

Interest Expense $ 23&% $ 22¢ $ 308 $ 314 $ 32 $ 31z $ 32¢
Interest Factor in Rentals 5 4 6 5 5 4 —
Total Fixed Charges $ 24C $ 23: $ 314 $ 31¢ $ 328 $ 317 $ 32t

Ratio of Earnings to Fixed
Charges 4.2C 3.91 3.62 3.6¢ 2.81 2.74 2.82

(A) The term "earnings"” shall be defined as prétaome from continuing operations. Add to pretacome the amount of fixed charges
adjusted to exclude the amount of any interestakged during the period.

(B) Fixed Charges represent (a) interest, whedkpensed or capitalized, (b) amortization of déktalint, premium and expense and (c)
an estimate of interest implicit in rentals.



EXHIBIT 12.3

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
Plus Preferred Security Dividend Requirements

Nine Months Ended Years Ended
September 30, December 31,
2013 2012 2012 2011 2010 2009 2008
(Millions, except ratios)

Earnings as Defined in
Regulation S-K (A):
Pre-tax Income from Continuing

Operations $ 77¢ $ 701 $ 83k $ 81 $ 591 $ 551 $ 59z
Fixed Charges 24C 232 314 31¢ 327 328 332
Capitalized Interest 12 9 (13 4 2 Q) —
Preferred Securities Dividend

Requirements — — — — 2 (6) (6)
Total Earnings $ 1000 $ 92t $ 1,13¢ $ 1,17¢ $ 914 $ 867 $ 91¢

Fixed Charges as Defined in
Regulation S-K (B)

Interest Expense $ 23 $ 22¢ $ 306 $ 314 $ 32 $ 313 $ 32¢
Interest Factor in Rentals 5 4 6 5 5 4 —
Preferred Securities Dividend — — — — 1 4 4

Adjustments to state Preferred
Securities Dividends on a pre-
income tax basis = — — — 1 2 2

Total Fixed Charges $ 24C $ 23 $ 314 $ 31¢ $ 327 $ 322 $ 331

Ratio of Earnings to Fixed
Charges 4.2C 3.97 3.62 3.6¢ 2.8( 2.6¢ 2.71

(A) The term "earnings" shall be defined as prétaome from continuing operations. Add to pretacome the amount of fixed charges
adjusted to exclude (a) the amount of any interagitalized during the period (b) the actual amafrany preferred securities
dividend requirements of majority owned subsids(ie preferred stock dividends which were inclugesuch fixed charges amount
but not deducted in the determination of pre-tapoime.

(B) Fixed Charges represent (a) interest, whedkpensed or capitalized, (b) amortization of déktalint and premium expense (c) an
estimate of interest implicit in rentals and (dg¢ferred securities dividend requirements of majaivned subsidiaries and preferred
stock dividends, increased to reflect the pre-taxiegs requirement for PSE&G.



EXHIBIT 31

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Ralph 1zzo, certify that:

1.
2.

Date:

I have reviewed this Quarterly Report on FovQlof Public Service Enterprise Group Incorpore

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€) Designed such disclosure controls and proesjar caused such disclosure controls and proesdarbe designed
under our supervision, to ensure that materialrmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiririal reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /s/ Ralph Izzo

Ralph Izzo
Public Service Enterprise Group Incorporated
Chief Executive Officer



EXHIBIT 31.1

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Caroline Dorsa, certify that:

1.
2.

Date:

| have reviewed this Quarterly Report on Fofivlof Public Service Enterprise Group Incorpore

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with

respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented

in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€)) Designed such disclosure controls and proesgjar caused such disclosure controls and proesdare designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiritial reporting to be
designed under our supervision, to provide readerssurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over

financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /sl Caroline Dorsa

Caroline Dorsa
Public Service Enterprise Group Incorporated
Chief Financial Officer



EXHIBIT 31.2

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Ralph Izzo, certify that:

1.
2.

Date:

| have reviewed this Quarterly Report on Fo@vlof PSEG Power LL(

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€)) Designed such disclosure controls and proesgjar caused such disclosure controls and proesdare designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiritial reporting to be
designed under our supervision, to provide readerssurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /s/ Ralph Izzo
Ralph Izzo
PSEG Power LLC
Chief Executive Officer




EXHIBIT 31.3

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Caroline Dorsa, certify that:

1.
2.

Date:

| have reviewed this Quarterly Report on Fo@vlof PSEG Power LL(

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with

respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented

in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€)) Designed such disclosure controls and proesgjar caused such disclosure controls and proesdare designed
under our supervision, to ensure that materiarmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiritial reporting to be
designed under our supervision, to provide readerssurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over

financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /sl Caroline Dorsa

Caroline Dorsa
PSEG Power LLC
Chief Financial Officer



EXHIBIT 31.4

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Ralph 1zzo, certify that:

1.
2.

Date:

I have reviewed this Quarterly Report on FofvQlof Public Service Electric and Gas Comp.

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€) Designed such disclosure controls and proesjar caused such disclosure controls and proesdarbe designed
under our supervision, to ensure that materialrmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiririal reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /s/ Ralph Izzo

Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer



EXHIBIT 31.5

Certification Pursuant to Rules 13a-14 and 15d-14
of the 1934 Securities Exchange Act

I, Caroline Dorsa, certify that:

1.
2.

Date:

I have reviewed this Quarterly Report on FofvQlof Public Service Electric and Gas Comp.

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented
in this report;

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

€) Designed such disclosure controls and proesjar caused such disclosure controls and proesdarbe designed
under our supervision, to ensure that materialrmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

(b) Designed such internal control over finanogdorting, or caused such internal control ovegiririal reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reporting thatooed during th
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to erélly affect, the registrant’s internal contrafes financial
reporting; and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisamtifole in the
registrant’s internal control over financial repogt

October 30, 2013 /sl Caroline Dorsa

Caroline Dorsa

Public Service Electric and Gas Company
Chief Financial Officer



EXHIBIT 32

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Ralph 1zzo, Chief Executive Officer of Publicr8ee Enterprise Group Incorporated, to the beshpfiknowledge, certify that (i) the
Quarterly Report of Public Service Enterprise Grougprporated on Form 10-Q for the quarter endgate®eber 30, 2013 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Enterprise Group Incorporated.

/s/ Ralph Izzo

Ralph Izzo

Public Service Enterprise Group Incorporated
Chief Executive Officer

October 30, 2013




EXHIBIT 32.1

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Enterprise Group Incorporated, to the dlesy knowledge, certify that
(i) the Quarterly Report of Public Service EntesprGroup Incorporated on Form 10-Q for the quameied September 30, 2013 (the “Report”
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1884 (ii) the information contained in the
Report fairly presents, in all material respedts, financial condition and results of operation®uoblic Service Enterprise Group Incorporated.

/sl Caroline Dorsa
Caroline Dorsa

Public Service Enterprise Group Incorporated
Chief Financial Officer
October 30, 2013




EXHIBIT 32.2

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Ralph 1zzo, Chief Executive Officer of PSEG PoweC, to the best of my knowledge, certify thattfie Quarterly Report of PSEG
Power LLC on Form 10-Q for the quarter ended Sep&r80, 2013 (the “Report”) fully complies with thequirements of Section 13(a) or 15

(d) of the Securities Exchange Act of 1934 andtfi@ information contained in the Report fairly ggsats, in all material respects, the financial
condition and results of operations of PSEG Powet.L

/s/ Ralph Izzo
Ralph Izzo

PSEG Power LLC
Chief Executive Officer
October 30, 2013



EXHIBIT 32.3

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Caroline Dorsa, Chief Financial Officer of PSIP@wer LLC, to the best of my knowledge, certifytttinthe Quarterly Report of PSE
Power LLC on Form 10-Q for the quarter ended Sep&r80, 2013 (the “Report”) fully complies with thequirements of Section 13(a) or 15

(d) of the Securities Exchange Act of 1934 andtfi@ information contained in the Report fairly ggsats, in all material respects, the financial
condition and results of operations of PSEG Powet.L

/sl Caroline Dorsa
Caroline Dorsa

PSEG Power LLC
Chief Financial Officer
October 30, 2013



EXHIBIT 32.4

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Ralph 1zzo, Chief Executive Officer of Publicr8ee Electric and Gas Company, to the best of mywedge, certify that (i) the
Quarterly Report of Public Service Electric and Gasnpany on Form 10-Q for the quarter ended Sepe® 2013 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Electric and Gas Company.

/s/ Ralph Izzo
Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer
October 30, 2013



EXHIBIT 32.5

Certification Pursuant to Section 1350 of Chapter 8 of Title 18
of the United States Code

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Electric and Gas Company, to the bestyoknowledge, certify that (i) the
Quarterly Report of Public Service Electric and Gasnpany on Form 10-Q for the quarter ended Sepe® 2013 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Electric and Gas Company.

/s/ Caroline Dorsa
Caroline Dorsa

Public Service Electric and Gas Company
Chief Financial Officer
October 30, 2013



