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FORWARD-LOOKING STATEMENTS

Certain of the matters discussed in this reportiabar and our subsidiaries' future performanceuuting, without limitation, future revenu
earnings, strategies, prospects, consequenced| aidea statements that are not purely historazaistitute “forward-looking statements”
within the meaning of the Private Securities Litiga Reform Act of 1995. Such forward-looking statnts are subject to risks and
uncertainties, which could cause actual resultiffer materially from those anticipated. Such etagnts are based on management's beliefs
as well as assumptions made by and informatiorentlyr available to management. When used heregnwiirds “anticipate,” “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 factioat could cause actual results to differ matgrieom those contemplated in any
forward-looking statements made by us herein aeudised in Iltem 1A. Risk Factors, Item 7. Managdim@®iscussion and Analysis of
Financial Condition and Results of Operations (MD&A&em 8. Financial Statements and Supplementarta B—- Note 13. Commitments and
Contingent Liabilities , and other factors discubsefilings we make with the United States Sedesind Exchange Commission (SEC)
including our subsequent reports on Form 10-Q ardhRB-K and available on our website: http://wwvegsom. These factors include, but
are not limited to:

U adverse changes in the demand for or the prideeotapacity and energy that we sell into wholeskgetricity market:

U adverse changes in energy industry law, policiesragulation, including market structures and a&pwél 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 ttdiunsmission in the future, and reliability sfards,

U any inability of our transmission and distributionsinesses to obtain adequate and timely ratd egitbregulatory approvals from
federal and state regulators,
U changes in federal and state environmental reguiathat could increase our costs or limit our apens

o changes in nuclear regulation and/or general dewedmts in the nuclear power industry, includingaas impacts from any accidents
or incidents experienced at our facilities or blyass in the industry, that could limit operatiori®or nuclear generating units,

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

o any inability to balance our energy obligationsgitable supply and risk

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

U availability of capital and credit at commerciatBasonable terms and conditions and our abilitpéet cash neec

o changes in the cost of, or interruption in the $ypf fuel and other commodities necessary toaperation of our generating un

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

U delays or unforeseen cost escalations in our aget&in and development activiti

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

U any equipment failures, accidents, severe weattestte or other incidents that impact our abilityptovide safe and reliable service to
our customers, and any inability to obtain suffitieoverage or recover proceeds of insurance wihect to such events,

U cybersecurity attacks or intrusions that could askg impact our business

o increases in competition in energy supply markstaell as competition for certain transmission ectg

o any inability to realize anticipated tax benefitsetain tax credit

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

o adverse performance of our decommissioning andheeéfoenefit plan trust fund investments and chaigisding requirements, a
U changes in technology, such as distributed geweratid micro grids, and greater reliance on thedenblogies and changes in
customer behaviors, including energy efficiencyt;metering 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 willdladized or even if realized, will have the expecatedsequences to, or effects on, us o
business prospects, financial condition or resfltgperations. Readers are cautioned not to pladaeaireliance on these forward-looking
statements in making any investment decision. Fahk@oking statements made in this report apply @d of the date of this report. While

we may elect to update forward-looking statememamftime to time, we specifically disclaim any galtion to do so, even if internal
estimates change, unless otherwise required bycapje securities 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.
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FILING FORMAT AND GLOSSARY

This combined Annual Report on Form 10-K is sepdydiled by Public Service Enterprise Group Inamgted (PSEG), PSEG Power LLC
(Power) and Public Service Electric and Gas ComgRSE&G). Information relating to any individualrapany is filed by such company on
its own behalf. Power and PSE&G are each only mesipte for information about itself and its subaitks.

Discussions throughout the document refer to PSkd3ta direct operating subsidiaries, Power and&&HEepending on the context of e:
section, references to “we,” “us,” and “our” relatePSEG or to the specific company or compani@sgbiscussed. In addition, certain key
acronyms and definitions are summarized in a glggsaginning on page 186.

WHERE TO FIND MORE INFORMATION

We file annual, quarterly and current reports, gretatements and other information with the SEQu ¥y read and copy any document that
we file at the Public Reference Room of the SECO& F Street, N.E., Washington, D.C. 20549. Infdiomaon the operation of the Public
Reference Room may be obtained by calling the SEIC880-SEC-0330. You may also obtain our filedwtnents from commercial
document retrieval services, the SEC'’s internetsitelat www.sec.gov or our website at www.pseg.dofermation on our website should
not be deemed incorporated into or as a part sfréport. Our Common Stock is listed on the NewkY&tock Exchange under the ticker
symbol PEG. You can obtain information about udhatoffices of the New York Stock Exchange, In€.Btoad Street, New York, New Yc
10005.

PART |

ITEM 1. BUSINESS

We were incorporated under the laws of the Statéesv Jersey in 1985 and our principal executiveceff are located at 80 Park Plaza,
Newark, New Jersey 07102. We conduct our busimessigh two direct wholly owned subsidiaries, Poaed PSE&G, each of which al
has its principal executive offices at 80 Park &)dtewark, New Jersey 07102.

We are an energy company with a diversified busimei. Our operations are located primarily in l@rtheastern and Mid- Atlantic United
States. Our business approach focuses on opefatixgellence, financial strength and disciplinedeistment. As a holding company, our
profitability depends on our subsidiaries’ opergtiasults. Below are descriptions of our two ppatidirect operating subsidiaries.

Power PSE&G
A Delaware limited liability company A New Jersey corporation, incorporated in
formed in 1999 that integrates its nuclear,| 1924, which is a franchised public utility in
fossil and renewable generating asset New Jersey. It is also the provider of last

operations with its wholesale energy sales, resort for gas and electric commodity
fuel supply and energy trading functions. service for end users in its service territory.

—

Earns revenues from selling under contrapt Earns revenues from its regulated rate ta
or on the spot market a range of diverse under which it provides electric

products such as electricity, natural gas, transmission and electric and gas

capacity, emissions credits and a series gf distribution to residential, commercial and
energy-related products used to optimize ftheindustrial customers in its service territory.
operation of the energy grid. It also offers appliance services and repairs
to customers throughout its service territc

Has also implemented demand response
energy efficiency programs and invested in
solar generation within New Jersey.

Our other direct wholly owned subsidiaries are: 83hergy Holdings L.L.C. (Energy Holdings), whichres its revenues primarily from its
portfolio of lease investments; PSEG Long Islan€CL{PSEG LI), which operates the Long Island Powetharity's transmission and
distribution system under a contractual agreenmam;PSEG Services Corporation (Services), whickiges us and our operating
subsidiaries with certain management, administeadivd general services at cost.

1
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The following is a more detailed description of business, including a discussion of our:

° Business Operations and Strat
° Competitive Environme

° Employee Relatior

° Regulatory Issut

° Environmental Matte|

BUSINESS OPERATIONS AND STRATEGY
Power

Through Power, we seek to produce low-cost eneygsfiiciently operating our nuclear, coal, gas;foibd and renewable generation assets,
while balancing generation output, fuel requirerseamid supply obligations through energy portfolanagement. We use our owned
generation combined with commodity contracts andrftial instruments to cover our commitments fosiB&eneration Service (BGS) in
New Jersey and other bilateral supply contracteagents

Products and Services

As a merchant generator, our profit is derived fiseting a range of products and services underacito power marketers and to others,
such as investor-owned and municipal utilities, tmdggregators who resell energy to retail consanwe in the open market. These products
and services include:

° Energy —the electrical output produced by generation glaindt is ultimately delivered to customers for uskghting, heating,
air conditioning and operation of other electrieglipment. Energy is our principal product andrisgul on a usage basis, typice
in cents per kilowatt hour (kwWh) or dollars per raegtt hour (MWh).

° Capacity —a product distinct from energy, is a market commeit that a given generation unit will be availaiol@n Independent
System Operator (ISO) for dispatch when it is ndedemeet system demand. Capacity is typicallygatio dollars per
megawatt (MW) for a given sale period.

° Ancillary Services—related activities supplied by generation unit evento the wholesale market that are required &ySI® to
ensure the safe and reliable operation of the paolker system. Owners of generation units may bits umto the ancillary services
market in return for compensatory payments. Casfay generators for ancillary services are reaéirough charges imposed
on market participants.

° Emissions Allowances and Congestion Credits-Emissions allowances (or credits) represent thig to emit a specific amount
of certain pollutants. Allowance trading is useaémtrol air pollution by providing economic incaesmts for achieving
reductions in the emissions of pollutants. Congestredits (or Financial Transmission Rights) amaricial instrument
that entitle the holder to a stream of revenueslfarges) based on the hourly congestion pricergiffces across a
transmission path.

Power also sells wholesale natural gas, primahnifgugh a full requirements Basic Gas Supply Ser(B&&SS) contract with PSE&G to meet
the gas supply requirements of PSE&G's customéiis.ldng-term arrangement was for an initial pesiddch extended through March 31,
2012 and continues on a year-to-year basis urdessrtated by either party with a one year notice.

Approximately 46% of PSE&G’s peak daily gas requiemts is provided from Power’s firm gas transpartatapacity, which is available
every day of the year. Power satisfies the remaiotlESE&G’s requirements from storage contraagsiefied natural gas, seasonal
purchases, contract peaking supply, propane aitkrgfgas. Based upon the availability of natuesd beyond PSE&G's daily needs, Power
also sells gas to others.

In addition to its nuclear and fossil generatiaef] Power owns and operates 88 MW of photovo{Rif solar generation facilities and has a
50% ownership interest in an oil-fired generatiaaility in Hawaii.

The remainder of this section about Power coversiaadlear and fossil fleet in the Mid-Atlantic aN@rtheast regions which comprise the
vast majority of Power’s operations and financiatfprmance.
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How Power Operates

We own approximately 13,466 MW of generation catyacif which 13,274 MW of nuclear and fossil geniena capacity is located in the
Northeast and Mi-Atlantic regions of the United States in somehaf tountry’s largest and most developed electrivigykets.

The map below shows the locations of our NorthaadtMid-Atlantic nuclear and fossil generation fisieis:

New York Al . System
* Bethlehem Energy Center / ( |ﬂtEEfaCE
& __
e \ Connecticut
G e T . » New Haven
AR * Bridgeport
ool New Jersey
Al __:__I * Bergen
n | (E51] * Hudson
Pennsylvania ﬁx\ | 48— * Keamy
* Keystone L ! * Essex
* Conemaugh . B A ol New Jersey
* Peach Bottom B N e Linden
e * Sewaren
4 A / * Edison
e vl | J
: # ~ . New Jersey
New Jersey 2 o * Yards Creek
] Eolpe Creek s . g1er|-;e['t
e Salem * Burlington
* National Park
° Generation Capacity

Power has approved the expenditure of $419 mifitoran extended power uprate of the Peach Bottotteauunits. The uprate is
expected to result in an increase in Power’s sbBneminal capacity of approximately 130 MW. Theatp is expected to be in
service in 2015 for Unit 2 and 2016 for Unit 3. dloéxpenditures through December 31, 2013 were $iibién .

Power has also approved the expenditure of $19iomibr the upgrading of its natural gas-fired daned cycle units located at
Bergen and Linden in New Jersey and at the Bethidheergy Center (BEC) unit located in New York. Whempleted in 2018,
these upgrades will add approximately 152 MW ofacéy and improve the heat rates of these unitialBxpenditures through
December 31, 2013 were $13 million .

For additional information on each of our generafacilities, see Item 2. Properties.

Our nuclear and fossil installed capacity utilizediverse mix of fuels: 44% gas, 28% nuclear, 18%,9% oil and 1% pumped
storage. This fuel diversity helps to mitigate siglssociated with fuel price volatility and maréletnand cycles. Our total
generating output in 2013 was approximately 53 @i@@watt hours (GWh). The generation mix by fu@ehhas changed slightly
in recent years due to the relatively favorablegof natural gas as compared to coal, making iereoonomical to run certain of
our gas units than our coal units. The followiniglégindicates the proportionate share of generaturigut by fuel type in 2013.

3
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Generation by Fuel Type (A) Actual 2013
Nuclear:
New Jersey facilities 38%
Pennsylvania facilities 17%
Fossil:
Coal:
Pennsylvania facilities 11%
Connecticut facilities 1%
Coal and Natural Gas:
New Jersey facilities 2%
Oil and Natural Gas:
New Jersey facilities 24%
New York facilities 7%
Connecticut facilities —% (B)
Total 100%

(A) Excludes pumped storage, solar facilitied #ossil generation in Hawaii
(B) Less than one percent

° Generation Dispatct

Our generation units are typically characterizedeasing one or more of three general energy mad@ments: base load; load
following; and peaking, based on their operatingaddlity and performance. On a capacity basis,pautfolio of generation assets
consists of 33% base load, 43% load following aéth Deaking. This diversity helps to reduce the aiskociated with market
demand cycles and allows us to participate in theket at each segment of the dispatch curve.

e Base Load Unitsrun the most and typically operate whenever theyaamilable. These units generally derive reveimoss
energy and capacity sales. Variable operating @sttow due to the combination of highly efficiemterations and the use of
relatively lower-cost fuels. Performance is gerlgnaleasured by the unit’s “capacity factoos’the ratio of the actual output

the theoretical maximum output. In 2013 , our Hasd capacity factors were as follows:

2013

Capacity
Unit Factor
Nuclear
Salem Unit 1 87.0%
Salem Unit 2 99.5%
Hope Creek 85.6%
Peach Bottom Unit 2 98.4%
Peach Bottom Unit 3 85.3%
Coal
Keystone 83.7%
Conemaugh 79.1%

No assurances can be given that these capacitrdastll be achieved in the future.
e Load Following Units typically operate between 20% and 80% of the tife operating costs are higher per unit of output
due to the use of highepst fuels such as oil, natural gas and, in sorses;aoal or lower overall unit efficiency. Theyeogte

less frequently than base load units and deriverma®s from energy, capacity and ancillary services.
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e Peaking Unitsrun the least amount of time and utilize highecgd fuels. These units typically operate less G of the
time. Costs per unit of output tend to be much éighan for base load units given the combinatidmgher heat rates and
fuel costs. The majority of revenues are from capand ancillary service sales. The charactessticthese units enable the
to capture energy revenues during periods of higngy prices.

In the energy markets in which we operate, owngmwer plants specify to the ISO prices at whinkytare prepared to generate and sell
energy based on the marginal cost of generatingygrfieom each individual unit. The ISOs will gengralispatch in merit order, calling on
the lowest variable cost units first and dispatgtpnogressively higher-cost units until the pohwttthe entire system demand for power
(known as the system “load”) is satisfied relialBase load units are dispatched first, with lodbfang units next, followed by peaking
units.

During periods when one or more parts of the trassion grid are operating at full capability, theyaesulting in a constraint on the
transmission system, it may not be possible toadidpunits in merit order without violating transsion reliability standards. Under such
circumstances, the ISO will dispatch higher-costegation out of merit order within the congestesgbaaind power suppliers will be paid an
increased Locational Marginal Price (LMP) in cortgdsareas, reflecting the bid prices of those higlost generation units.

The following chart depicts the unconstrained memiter of dispatch of our units in PIM Interconi@etl.L.C. (PJM), the ISO in the region
where most of our generation units are locatededas illustrative historical dispatch cost. It slibbe noted that market price fluctuations
have resulted in changes from historical normd) vatver gas prices allowing some gas-fired genenath displace some coal-fired
generation in the load-following portion of the eer

Nuclear
? National Park
@ Coal <) Sewaren 6
E ) Mercer 3
g Coal / Gas
‘% - ~ Salem 3
:, @ Combined Cycle ) Burlington 8-9-11
m )
3 : Bergen 3
O . Steam = Edison 1-2-3
ﬁ ) Essex 10-11-12
= Q Combustion Turbine / - Sewaren 1-4
% Pumped Storage e+’ Linden 5-8 / Essex 9
E * Burlington 12

Keystone : Hudson 2 —@)  Kearny 9-12-13-14
Peach Conemaugh L|nden1.2 : ards Creez
Hope  Bottom Salem \ '
Creek . 20 : \ Mercer 1,25
j .4,4,}% } : ! EBergen 2 Bergen 1 i lllustrative
- - o :
Base Load Units Load Following Units Peaking Units

The size of each facility's circle in the abovertlistrates the relative MW generating capacoityhat facility. For additional information on
each of our generation facilities, see Iltem 2. Brigs.

The bid price of the last unit dispatched by an EXtablishes the energy market-clearing price.r&ivasidering the markaetearing price an
the effect of transmission congestion and otheofacthe ISO calculates the LMP for every locafiothe system. The ISO pays all units that
are dispatched their respective LMP for each MWhrargy produced, regardless of their specifigoices. Since bids generally
approximate the marginal cost of production, uwith lower marginal costs typically generate highperating profits than units with
comparatively higher marginal costs.

This method of determining supply and pricing ocesa situation where natural gas prices often hawajor influence on the price that
generators will receive for their output, espeyiail periods of relatively strong demand. Therefsignificant changes in the price of natural
gas will often translate into significant changeshe wholesale price of electricity. This can bersin the following graphs which present
historical annual spot prices and forward calenulaes as averaged over each year at two liqudirgahubs.
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$11 +

Historical and Forward Henry Hub Gas Prices

‘ —+— Historical Gas Prices (Source: NYMEX Setlement Prices) — +— Forward Gas Prices as of December 31, 2013 (Source: NYMEX)
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Historical data and forward prices imply that thie@ of natural gas will continue to have a stramfuence on the price of electricity in the

primary markets in which we operate.

The prices reflected in the preceding graphs alloveot necessarily illustrate our contract prides,they are representative of market prices
at relatively liquid hubs, with nearer-term forwamdcing generally resulting from more liquid matkéhan pricing for later years. In addition,
the prices do not reflect locational differencesuttng from congestion or other factors, suchh&savailability of natural gas from the
Marcellus and other shale-gas regions, which carohsiderable. While these prices provide somepgetie on past and future prices, the
forward prices are highly volatile and there cambessurance that such prices will remain in ¢ffe¢hat we will be able to contract output

at these forward prices.

Fuel Supply

° Nuclear Fuel Supply—We have longerm contracts for nuclear fuel. These contraatsipe for
i purchase of uranium (concentrates and uranium hmxafe),
i conversion of uranium concentrates to uranium Headtle,

6
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i enrichment of uranium hexafluoride, and
i fabrication of nuclear fuel assemblies.
° Coal Supply—Our Keystone, Conemaugh and Bridgeport statiomsadp on coal. Our Hudson and Mercer stations treevability

to operate on both coal and natural gas. We haakecomtracts with numerous suppliers. Coal is @eéd to our units through a
combination of rail, truck, barge or ocean shipreent

In order to control emissions levels, our Bridgéunit uses a specific type of coal obtained fladonesia. If the supply from
Indonesia or equivalent coal from other sourceswasvailable for this facility, its long-term apdions would be adversely
impacted since additional material capital expendd would be required to modify this station talde it to operate using a
broader mix of coal sources.

° Gas Supply—Natural gas is the primary fuel for the bulk of dmad following and peaking fleet. We purchase djasctly from
natural gas producers and marketers. These suppédsansported to New Jersey by three interpiptdines with which we have
contracted. In addition, we have firm gas transgamn contracts to serve our BEC station in Newkyor

We have 1.3 billion cubic feet-per-day of firm tsportation capacity under contract to meet ourgaltions under the BGSS
contract. This transportation capacity includesrapimately 0.6 billion cubic feet-per-day of accésshe northeast Pennsylvania
Marcellus shale gas region. We supplement thatlgwpith a total storage capacity of 76 billion calieet. On an aavailable basis
this firm transportation capacity may also be useserve the gas supply needs of our generatien fle

° Oil —OQil is used as the primary fuel for one load fallog steam unit and nine combustion turbine peakinigs and can be used as
an alternate fuel by several load following andkieg units that have dual-fuel capability. Oil foperations is drawn from on-site
storage and is generally purchased on the spotahankl delivered by truck, barge or pipeline.

We expect to be able to meet the fuel supply desahdur customers and our own operations. Howeherability to maintain an adequate
fuel supply could be affected by several factorswithin our control, including changes in priceglademand, curtailments by suppliers,
severe weather and other factors. For additioffainmation, see Item 7. Management's Discussionfaradysis (MD&A)—Overview of 2013
and Future Outlook and Item 8. Financial StatemantsSupplementary Data— Note 13. Commitments amdient Liabilities .

Markets and Market Pricing

The vast majority of Power’s generation assetdamated in three centralized, competitive eledyionarkets operated by ISO organizations
all of which are subject to the regulatory oversighthe Federal Energy Regulatory Commission (FERC

° PJM Regional Transmission Organization—PJM conducts the largest centrally dispatchedgnerarket in North America. It
serves over 61 million people, nearly 20% of thalttnited States population, and has a peak demm&ah@5,492 MW. The PIM
Interconnection coordinates the movement of elgtgrthrough all or parts of Delaware, lllinois diana, Kentucky, Maryland,
Michigan, New Jersey, North Carolina, Ohio, Penvesgia, Tennessee, Virginia, West Virginia and th&tiizt of Columbia. The
majority of our generating stations operate in PJM.

° New York —The New York ISO (NYISO) is the market coordinafior New York State and is responsible for managhegNew

York Power Pool and for administering its energykagplace. This service area has a population ofie®0 millionand
a peak demand of 33,939 MW. Our BEC station operiat&lew York.

° New England—The ISO-New England (IS®IE) is the market coordinator for the New EnglamdvBr Pool and for administeri
its energy marketplace which covers Maine, New Hgmp, Vermont, Massachusetts, Connecticut and &ksldnd. This service
area has a population of about 14 million and & pleenand of 28,130 MW. Our Bridgeport and New Has®ions operate in
Connecticut.

The price of electricity varies by location in eaiftthese markets. Depending upon our producti@hcam obligations, these price different
can serve to increase or decrease our profitability

Commodity prices, such as electricity, gas, cadhmd emissions, as well as the availability of diverse fleet of generation units to operate,
also have a considerable effect on our profitahilihese commodity prices have been, and contimbe tsubject to significant market
volatility. Over the long-term, the higher the faxd prices are, the more attractive an environrarists for us to contract for the sale of our
anticipated output. However, higher prices alsodase the cost of
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replacement power; thereby placing us at greadkrstiould our generating units fail to functioreetively or otherwise become unavailable.

Over the past few years, a decline in wholesalarabgjas prices has resulted in lower electric gnerices. One of the reasons for the dec
in natural gas prices is greater supply from meoently developed sources, such as shale gastréhéshas reduced margin on forward sales
as we re-contract our expected generation output.

In addition to energy sales, we earn revenue frapacity payments for our generating assets. Theg®gnts are compensation for
committing our generating capacity to the ISO fispdtch at its discretion. Capacity payments rétiee value to the 1ISO of assurance that
there will be sufficient generating capacity avialiéaat all times to meet system reliability andrggaequirements. Currently, there is
sufficient capacity in the markets in which we aier However, in certain areas of these markets e transmission system constraints
which raise concerns about reliability and createoae acute need for capacity.

In PJM and ISO-NE, where we operate most of ouergion, the market design for capacity paymentsiges for a structured, forward-
looking, transparent capacity pricing mechanismis Ththrough the Reliability Pricing Model (RPM) PJM and the Forward Capacity
Market (FCM) in ISO-NE. These mechanisms providesager transparency regarding the value of capaoityprovide a pricing signal to
prospective investors in new generating facilifesas to encourage expansion of capacity to magefmarket demands.

The prices to be received by generating units M R capacity have been set through RPM base wakalictions and depend upon the zone
in which the generating unit is located. For eaglivdry year, the prices differ in the various arehPJM, depending on the constraints in
each area of the transmission system. Keyston€andmaugh receive lower prices than the majorigusfPJM generating units since there
are fewer constraints in that region and our gemgyainits in northern New Jersey usually receiighér pricing.

Our PJM generating units are located in severatz@md Power expects to realize the following ayeapacity prices from the base
auctions which have been completed:

Delivery Year MW -day
June 2013 to May 2014 $244
June 2014 to May 2015 $162
June 2015 to May 2016 $167
June 2016 to May 2017 $166

The price that must be paid by an entity serviragllm the various zones is also set through thestéoas. These prices can be higher or Ic
than the prices noted in the table above due t@itrgnd export capability to and from lower-pricaéas.

Like PIM and ISO-NE, the NYISO provides capacityrpants to its generating units, but unlike the ptin® markets, the New York market
does not provide a forward price signal beyondarsinth auction period.

We have obtained price certainty for our PIM and l@gland capacity through May 2017 through the Ri#d FCM pricing mechanisms.
On a prospective basis, many factors may affectdpacity pricing, including but not limited to:

° load and deman

° available amounts of demand response reso

° capacity imports from external regio

° available generating capacity (including retirerseatlditions, derates, forced outages,

° transmission capability between zol

° pricing mechanisms, including potentially increasthe number of zones to create more pricing seitgito changes in supply and

demand, as well as other potential changes thatdhtMhe other ISOs may propose over time, and
° legislative and/or regulatory actions that perrtates to subsidize local electric power genere

For additional information on the RPM and FCM maskas well as on state subsidization through varinechanisms, see Regulatory
Issues—Federal Regulation.
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Hedging Strategy

To mitigate volatility in our results, we seek tntract in advance for a significant portion of anticipated electric output, capacity and fuel
needs. We seek to sell a portion of our anticipadeer-cost generation over a multi-year forwarditan, normally over a period of two to
three years. We believe this hedging strategy as@e stability of earnings.

Among the ways in which we hedge our output arpséles at PJIM West and (2) BGS contracts. SaledMtWest reflect block energy sales
at the liquid PJIM Western Hub and other transasttbat seek to secure price certainty for our gaier related products. In addition, the
BGS-Fixed Price contract, a full requirements cacitthat includes energy and capacity, ancilla @her services, is awarded for thyesar
periods through an auction process managed by ¢laeJérsey Board of Public Utilities (BPU). The volel of BGS contracts and the electric
utilities that our generation operations serve walty from year to year. Pricing for the BGS coatsaincluding a capacity component, for
recent and future periods by purchasing utilitgssfollows:

Load Zone ($/MWh) 2010-2013 2011-2014 2012-2015 2013-2016 2014-2017
PSE&G $95.77 $94.3C $83.8¢ $92.1¢ $97.3¢
Jersey Central Power & Light $95.17 $92.5€ $81.7€ $83.7C $84.44
Atlantic City Electric $98.5€ $100.9¢ $85.1C $87.27 $87.8C
Rockland Electric Company $103.32 $106.8¢ $92.51 $92.5¢ $95.61

Although we enter into these hedges in an effoprtwide price certainty for a large portion of @nticipated generation, there is variability
in both our actual output as well as in our hed@as. actual output will vary based upon total mademand, the relative cost position of our
units compared to other units in the market andtherational flexibility of our units. Our hedgelume can also vary, depending on the type
of hedge into which we have entered. The BGS anctar example, results in a contract that provideshe supplier to serve a percentage of
the default load of a New Jersey electric distidrutompany (EDC), that is, the load that remaiiter @ome customers have chosen to be
served directly either by third party supplierglmough municipal aggregation. The amount of posugplied through the BGS auction varies
based on the level of the EDC's default load, wisdiffected by the number of customers who chaabérd party supplier, as well as by
other factors such as weather and the economy.

In recent years, as market prices declined fromipus levels, there was an incentive for more efsmaller commercial and industrial
electric customers to switch to third party supglién a falling price environment, this has a negampact on our margins, as the anticip:
BGS pricing is replaced by lower spot market pgciAs average BGS rates have declined to a leaehtiore closely resembles current
market prices, customers may see less of an iveettiswitch to third party suppliers. We are ueabl determine the degree to which this
switching, or “migration,” will continue, but thenipact on our results could be material should nigrkiees fall significantly.

As of February 11, 2014, we had contracted fofelewing percentages of our anticipated base lpageration output for the next three
years with modest amounts beyond 2(

Base Load Generation 2014 2015 2016
Generation Sales 100% 75%-80% 30%-35%

In a changing market environment, this hedgingsgiamay cause our realized prices to differ maligrirom current market prices. In a
rising price environment, this strategy normallguks in lower margins than would have been the ddgtle or no hedging activity had been
conducted. Alternatively, in a falling price enviroent, this hedging strategy will tend to creategims higher than those implied by the then
current market.

Our fuel strategy is to maintain certain levelsinium in inventory and to make periodic purchdeesipport such levels. Our nuclear fuel
commitments cover approximately 100% of our estgdatranium, enrichment and fabrication requirem#énmtsugh 2015 and a portion of
2016. We also have various long-term fuel purcltasemitments for coal to support our fossil generastations. These purchase obligations
are consistent with our strategy to enter into i@mts$ for its fuel supply in comparable volumesto sales contracts.

We take a more opportunistic approach in hedgingaaticipated natural gas-fired generation. Theegation from these units is less
predictable, as a significant portion of thesesumiill only dispatch when aggregate market demaasldxceeded the supply provided by
lower-cost units. Additionally, the recent develahof low-cost gas supplies in the Marcellus regicesents opportunities during certain
portions of the year to procure gas for our geiggainits at attractive prices.
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PSE&G

Our regulated transmission and distribution pubtitity, PSE&G, distributes electric energy and ¢gasustomers within a designated service
territory running diagonally across New Jersey wtegsproximately 6.2 million people, or about 70%Nefv Jersey's population resides.

KEY:

COMBINED ELECTRIC & |
GAS TERRITORIES

|| ELECTRIC TERRITORY
| GAS TERRITORY

Products and Services
Our utility operations primarily earn margins thgbuthe transmission and distribution of electrigityd the distribution of gas.
° Transmission—the movement of electricity at high voltage froomgeating plants to substations and transformersyevt is ther

reduced to a lower voltage for distribution to hameusinesses and industrial customers. Our regdou¢hese servic
are based upon tariffs approved by the FERC.

° Distribution —the delivery of electricity and gas to the retaistomer’'s home, business or industrial facilityr @venues for
these services are based upon tariffs approvedebBPU.

The commodity portion of our utility businesslectric and gas sales is managed by BGS and BGg#iexs. Pricing for those services are
by the BPU as a pass-through, resulting in no mdigiour utility operations.

We also earn margins through competitive servisgsh as appliance repair.

In addition to our current utility products and\dees, we have implemented several programs teaser the level of regulated solar
generation within New Jersey, including:

° programs to help finance the installation of splawer systems throughout our electric service ae¢
° programs to develop, own and operate solar povstese

We have also implemented a set of energy efficiemzydemand response programs to encourage cotiseraad energy efficiency by
providing energy and cost saving measures dir¢gthusinesses and families. For additional inforomat
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concerning these programs and the components dgofis, see Regulatory Issues—State Regulati@hleem 8. Financial Statements and
Supplementary Data— Note 6. Regulatory Assets aaldiilities .

How PSE&G Operates

We are a transmission owner in PJM and we provisteilouition service to 2.2 million electric custores@nd 1.8 million gas customers in a
service area that covers approximately 2,600 squées running diagonally across New Jersey. Weestite most heavily populated,
commercialized and industrialized territory in N@ersey, including its six largest cities and appnately three hundred suburban and rural
communities.

Transmission

We use formula rates for our transmission coseofise and investments. Formula-type rates proaidesthod of rate recovery where the
transmission owner annually determines its reveagairements through a fixed formula which conssd@perations and Maintenance
expenditures, Rate Base and capital investmentsgplies an approved return on equity (ROE) in bigirg the weighted average cost of
capital. Our approved rates provide for a base ROE..68% on existing and new transmission investmehile certain investments are
entitled to earn an additional incentive rate. fare information, see Regulatory Issues—FederallRRégn—Transmission Regulation.

Transmission Statistics

December 31, 2013

Historical Annual Load
Network Circuit Miles Billing Peak (MW) Growth 2009-2013

1,499 10,414 (0.5)%

During 2013, we continued to execute our five maggrional transmission projects for which we wessigned construction responsibility by
PJIM:

Major Transmission Projects
As of December 31, 2013

Total Estimated Total Project Expected In-
Project Project Costs Spend Service Date
Millions
June 2014/June
Susguehanna-Roseland $790 $661 2015
Northeast Grid Reliability $907 $228 June 2015
North Central Reliability $390 $349 June 2014
Burlington-Camden 230kV $399 $301 June 2014
Mickleton-Gloucester-Camden 230kV $435 $122 June 2015

In December 2013, we were assigned constructiddJby of a new transmission project that will provaddouble-circuit 345kV line in the
Bergen-Linden Corridor to maintain reliability. Bhproject has an expectedsarvice date of June 2018, and an estimated catistncost o
up to $1.2 billion. The net increase in PSE&G'sitadexpenditures is expected to be less thanstimated cost of the 345 kV project, as it
will eliminate the need for certain other projeittat had been previously assigned by PJM.

Distribution

PSE&G distributes gas and electricity to end usemur service territory. Our load requirements eveplit among residential, commercial ¢
industrial customers, as described in the followtadgle for 2013 . We believe that we have all ta@chise rights (including consents)
necessary for our electric and gas distributiorraiens in the territory we serve.
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% of 2013 Sales

Customer Type Electric Gas
Commercial 57% 36%
Residential 33% 60%
Industrial 10% 4%
Total 100% 100%

While our customer base has remained steady, gdshias increased and electric load has declinddistsated:

Electric and Gas Distribution Statistics

December 31, 2013

Number of Electric Sales and Gas Historical Annual Load
Customers Sold and Transported Growth 2009-2013
Electric 2.2 Million 41,277 GWh (1.1)%
Gas 1.8 Million 3,812 Million Therms 2.1%

The decline in electric sales is the result of ¢jesnin customer usage patterns, including consenyatnd the slowdown in economic activity
that occurred during the recent recession. Gas satecased as a result of increased usage byimomdistomers as a result of lower gas
prices and more favorable winter weather.

Solar Generation

In order to support New Jersey's Energy Master Btahthe state's renewable energy goals, we halertaken two major solar initiatives at
PSE&G, the Solar Loan Program and the Solar 4 AadgFam. Our Solar Loan Program provides solar systeancing to our residential and
commercial customers. The loans are repaid with casolar renewable energy certificates (SREC®) .séll the SRECs used to repay the
loans through a periodic auction, the proceedshithvare used to offset program costs. Our Soksli Brogram invests in utilityewned sola
PV centralized solar systems installed on PSE&G@rty and third party sites, and solar panels liestapn distribution system poles in our
electric service territory. We sell the energy aagacity from the systems in the PIJM wholesaletrtéy market. In addition, we sell SRECs
generated by the projects through the same peradition used in the loan program, the proceeahath are used to offset program costs.
As of December 31, 2013, we have invested an agtged approximately $700 million in both solar grams.

Supply
Although commaodity revenues make up almost 43%uofrevenues, we make no margin on the supply etrétéy and gas since the actual
costs are passed through to our customers.

All electric and gas customers in New Jersey hhgeability to choose their own electric energy and@as supplier. Pursuant to the BPU
requirements, we serve as the supplier of lasttrésotwo types of electric and gas customers iwithur service territory that are not served
by another supplier. The first type, which représeaout 80% of PSE&G’s load requirements, provikfault supply service for smaller
industrial and commercial customers and resideatisiomers at seasonally-adjusted fixed pricea three-year term (BGS-Fixed Price).
These rates change annually on June 1 and are tiadkd average price obtained at auctions indiheot year and two prior years. The
second type provides default supply for larger @ustrs, with energy priced at hourly PJM real-timerrket prices for a contract term of 12
months (BGS-CIEP).

We procure the supply to meet our BGS obligatitimsugh auctions authorized by the BPU for New Jeésdetal BGS requirement. These
auctions take place annually in February. Resiiltsase auctions determine which energy suppliersaathorized to supply BGS to New
Jersey’s EDCs. Once validated by the BPU, eletyrpmiices for BGS service are set. Approximatelg-tinrd of PSE&G’s total BGS-Fixed
Price eligible load is auctioned each year forradkyear term. For information on current priceg, Kem 8. Financial Statements and
Supplementary Data— Note 13. Commitments and CgatitLiabilities .

PSE&G procures the supply requirements of its defsuvice BGSS gas customers through a full reguénts contract with Power. The B
has approved a mechanism designed to recoversaiaggamodity costs related to BGSS for residentiat@mers. BGSS filings are made
annually by June 1 of each year, with an effeatiate of October 1. PSE&G’s revenues are matchdditgicosts using deferral accounting,
with the goal of achieving a zero cumulative batahg September 30 of each



12




Table of Contents

year. In addition, we have the ability to put iaq® two setimplementing BGSS increases on December 1 andiggbi of up to 5% and
also may reduce the BGSS rate at any time. See8téfimancial Statements and Supplementary Data-te BloRegulatory Assets and
Liabilities for information on recent self-implentérg credits. Any difference between rates changeder the BGSS contract and rates
charged to our residential customers is deferreldcafiected or refunded through adjustments inreutates. Commercial and industrial
customers that do not have third party suppliezsadso supplied under the BGSS arrangement. Thestengers are charged a market-based
price largely determined by prices for commoditiufes contracts.

Markets and Market Pricing

Historically, there has been significant volatilitycommodity prices. Such volatility can have agiderable impact on us since a rising
commodity price environment results in higher dedad electric and gas rates for customers. Thiklgesult in decreased demand for
electricity and gas, increased regulatory pressamedsgreater working capital requirements as thlectmn of higher commodity costs from
our customers may be deferred under our regulatedstructure. A declining commaodity price on thieeo hand, would be expected to have
the opposite effect. For additional informatiorgliding the impact of natural gas commodity prioaslectricity prices such as BGS, see
Item 7. MD&A—Overview of 2013 and Future Outlook.

Other

Energy Holdings primarily owns and manages a photfaf lease investments. Over the past severaky®ae have terminated all of our
international leveraged leases in order to redueeash tax exposure related to these leases. Véealsd reduced our risk by
opportunistically monetizing all of our previougémational investments.

The majority of Energy Holdings' remaining $825Imil of domestic lease investments are primarilgrgg-related leveraged leases. As of
December 31, 2013, 70% of our total leveraged leasstments were rated as below investment gracktdndard & Poor's.

Energy Holdings' leveraged leasing portfolio isigesd to provide a fixed rate of return. Leveratgabe investments involve three parties
owner/lessor, a creditor and a lessee. In a typisaraged lease financing, the lessor purchasassat to be leased. The purchase price is
typically financed 80% with debt provided by theditor and the balance comes from equity fundsigeal/by the lessor. The creditor
provides long-term financing to the transactiorused by the property subject to the lease. Sucg-term financing is non-recourse to the
lessor and, with respect to our lease investmentmt presented on our Consolidated Balance Sheets

The lessor acquires economic and tax ownershipeo@sset and then leases it to the lessee foica pdrtime no greater than 80% of its
remaining useful life. As the owner, the lesscenstled to depreciate the asset under applicaderfl and state tax guidelines. The lessor
receives income from lease payments made by teededuring the term of the lease and from tax litsrefsociated with interest and
depreciation deductions with respect to the leasederty. Our ability to realize these tax benafitdependent on operating gains generated
by our other operating subsidiaries and allocatedyant to the consolidated tax sharing agreenetntden us and our operating subsidiaries.

Lease rental payments are unconditional obligatafribe lessee and are set at levels at leastmuiffito service the non-recourse lease debt.
The lessor is also entitled to any residual vaksoeiated with the leased asset at the end oé#se lterm. An evaluation of the after-tax cash
flows to the lessor determines the return on thestment. Under accounting principles generallyepted in the United States (GAAP), the
leveraged lease investment is recorded net of acodrse debt and income is recognized as a comstant on the net unrecovered
investment.

For additional information on leases, including thedit, tax and accounting risks, see Item 1AkMactors, Item 7A. Quantitative and
Qualitative Disclosures About Market Risk—CredisRiltem 8. Financial Statements and Supplemematg— Note 8. Financing
Receivables and Note 13. Commitments and Contirgabtlities .

On December 31, 2013, PSEG Long Island LLC (PSEGhd the Long Island Power Authority (LIPA) entiato a twelve year Amended
and Restated Operations Services Agreement (O3dgtiee January 1, 2014 to operate LIPA’s eledanismission and distribution (T&D)
system in Long Island, New York. As required by @8A, PSEG LI also provides administrative supjanttions to LIPA. PSEG LI uses
brand in the Long Island T&D service area. Purstaithe OSA, PSEG LI acts as LIPA's agent in penfog many of its obligations and in
return (a) receives reimbursement for pssugh operating expenditures, (b) receives afinanagement fee, and (c) is eligible to recei
incentive fee contingent on meeting establishetbpmance metrics. In addition, there is the oppatyufor the parties to extend the contract
for an additional eight years subject to the aatieent by PSEG LI of certain performance levelsrduthe initial term of the OSA. Also,
beginning in 2015, Power will provide fuel procuremh and power management services to LIPA underatpagreements.
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COMPETITIVE ENVIRONMENT
Power

Various market participants compete with us andamaher in buying and selling in the wholesalergnenarkets, entering into bilateral
contracts and selling to aggregated retail custent@ur competitors include:

° merchant generato

° domestic and multirational utility generator
° energy marketer

° banks, funds and other financial entit

° fuel supply companies, a

° affiliates of other industrial compani

New additions of lowe-cost or more efficient generation capacity coultkenour plants less economical in the future. Alffoit is not clear
if this capacity will be built or, if so, what tlrezonomic impact will be, such additions could imtpaarket prices and our competitiveness.

Our business is also under competitive pressurdaldemand side management (DSM) and other effigiefforts aimed at changing the
guantity and patterns of usage by consumers whialdaesult in a reduction in load requirementseduction in load requirements can also
be caused by economic cycles, weather, municiggeagtion and other customer migration and othepfa. In addition, how resources si

as demand response and capacity imports are pednhittoid into the capacity markets also affeotsptices paid to generators such as Power
in these markets. It is also possible that advaimceschnology, such as distributed generationrai@to grids, will reduce the cost of
alternative methods of producing electricity t@adl that is competitive with that of most censttion electric production. To the extent that
additions to the electric transmission system velier reduce congestion in eastern PJM where niaatrglants are located, our revenues
could be adversely affected. Changes in the rudesming what types of transmission will be buitho is permitted to build transmission ¢
who will pay the costs of future transmission coallsb impact our revenues.

Adverse changes in energy industry law, policie$ regulation, including market structures and a&ptal shift away from competitive
markets toward subsidized market mechanisms, woaNé the effect of artificially depressing priceshe competitive wholesale market and
thus have the potential to harm competitive marl@isoth a short-term and a long-term basis.

Environmental issues, such as restrictions on éonis®f carbon dioxide (CQ and other pollutants, may also have a competithgact on

us to the extent that it becomes more expensivedore of our plants to remain compliant, thus aiffigoour ability to be a lower-cost
provider compared to competitors without such fetstins. In addition, most of our plants, which éveated in the Northeast where rules are
more stringent, can be at an economic disadvamtag@ared to our competitors in certain Midwestestalf any new legislation were to
require our competitors to meet the environmeritaidards currently imposed upon us, we would likelye an economic advantage since
have already installed significant pollution-comterhnology at most of our fossil stations.

In addition, pressures from renewable resourcekléoarease over time. For example, many partb@fountry, including the mid-western
region within the footprint of the Midwest Indepe&md System Operator (MISO), the California ISO #m&PJM region, have either
implemented or proposed implementing changes fo thepective regional transmission planning preesshat may enable the construction
of large amounts of “public policy” transmissionrtmve renewable generation to load centers. Fdtiadal information, see the discussion
in Regulatory Issues—Federal Regulation, below.

PSE&G

Our transmission and distribution business is matiynmpacted when customers choose alternatergeatgas suppliers since we earn our
return by providing transmission and distributi@mgce, not by supplying the commodity. Increasalthnce by customers on net-metered
generation, including solar, and changes in custdrekaviors can result in decreased reliance orsysiem and impact our revenues and
investment opportunities. The demand for electniergy and gas by customers is affected by customreservation, economic conditions,
weather and other factors not within our control.

Changes in the current policies for building neantmission lines, such as those ordered by the FER®eing implemented by PJM and
other ISOs to eliminate contractual provisions fratvide us a “right of first refusal” to constrymtojects in our service territory, could result
in third party construction of transmission linasour area in the future and also allow us to seek
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opportunities to build in other service territori€®r additional information, see the discussioRé@gulatory Issues—Federal Regulation—
Transmission Regulation, below.

Construction of new local generation also has titertial to reduce the need for the constructionexf transmission to transport remote
generation and alleviate system constraints.

EMPLOYEE RELATIONS

As of December 31, 2013, we had 9,887 employettsnaur subsidiaries, including 6,125 covered urabdlective bargaining agreements.
In December 2013, we reached agreement with opnardgdix labor unions to extend its collective bamgay agreement for three years thro
April, 2017. Our other collective bargaining agresns expire in April 2017 with three labor uniomsQctober 2017 with one labor union i
in May 2018 with one labor union. We believe we mhain satisfactory relationships with our employees

Employees as of December 31, 2013

Power PSE&G Other
Non-Union 1,22¢ 1,54¢ 99C
Union 1,40¢ 4,707 9
Total Employees 2,63¢ 6,25¢ 99¢

Effective January 1, 2014, in connection with oewmmanagement contract with LIPA we assumed tHeatole bargaining agreement
between National Grid, LIPA's previous managementractor, and a labor union. This union contragires in February, 2015. We
commenced operations in Long Island with approxatyat,400 union employees and 700 non-union empglaye

REGULATORY ISSUES
Federal Regulation
FERC

The FERC is an independent federal agency thatatgguthe transmission of electric energy and géastérstate commerce and the sale of
electric energy and gas at wholesale pursuanet&#ueral Power Act (FPA) and the Natural Gas RBE&G and the generation and energy
trading subsidiaries of Power are public utiliteessdefined by the FPA. The FERC has extensive iggraver such public utilities. FERC
approval is usually required when a public utibgeks to: sell or acquire an asset that is reglilatehe FERC (such as a transmission line or
a generating station); collect costs from custorass®ciated with a new transmission facility; cleaagate for wholesale sales under a
contract or tariff; or engage in certain mergerd emernal corporate reorganizations.

The FERC also regulates generating facilities knasqualifying facilities (QFs). QFs are cogenerafacilities that produce electricity and

another form of useful thermal energy, or small poproduction facilities where the primary energurge is renewable, biomass, waste or
geothermal resources. QFs must meet certain eriéstablished by the FERC. We own various QFs girGtower. QFs are subject to some,
but not all, of the same FERC requirements as puibiiities.

The FERC also regulates Regional Transmission @gsftS0s, such as PJM, and their energy and dgpaeirkets.
For us, the major effects of FERC regulation falbifive general categories:

° Regulation of Wholesale Salesseneration/Market Issu
° Energy Clearing Prici

° Capacity Market Issu

° Transmission Regulati

° Complianct
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Regulation of Wholesale Sales—Generation/Marketuss

Market Power

Under FERC regulations, public utilities must reeeFERC authorization to sell power in interstaimmmerce. They can sell power at cost-
based rates or apply to the FERC for authority &xenmarket-based rate (MBR) sales. For a requestingpany to receive MBR authority,
the FERC must first make a determination that dugiesting company lacks market power in the reteweankets and/or that market power in
the relevant markets is sufficiently mitigated. THEERC requires that holders of MBR tariffs file @gpdate every three years demonstrating
that they continue to lack market power and/or thatket power has been sufficiently mitigated agqbrt in the interim to the FERC any
material change in facts from those the FERC raieih granting MBR authority.

PSE&G, PSEG Energy Resources & Trade LLC, PSEG P@aenecticut, PSEG Fossil LLC, PSEG Nuclear LL@ BSEG New Haven

LLC all have been granted MBR authority from theREE Each of these companies, except PSEG New Hawer{which received MBR
authority in May 2012), filed a market power updaith the FERC at the end of 2013, which the FER&thaccept in order for these
companies to retain MBR authority. Retention of MB&Rhority is important to the maintenance of aurent generation business’ revenues.
The matter is pending.

Energy Clearing Prices

Energy clearing prices in the markets in which \werate are generally based on bids submitted bgrgéng units. Under FERC-approved
market rules, bids are subject to price caps atidation rules applicable to certain generatiortainfihe FERC rules also govern the overall
design of these markets. At present, all unitsiveca single clearing price based on the bid oftfaeginal unit (i.e. the last unit that must be
dispatched to serve the needs of load). These FERE have a direct impact on the energy pricesived by our units.

Capacity Market Issues

PJM, the NYISO, and the ISO-NE each have capacitskeats that have been approved by the FERC. TheCHERulates these markets and
held a technical conference in September 2013dmie whether the market design for these threaaitypmarkets is working optimally.
One of the specific issues being considered byBRC is whether capacity market rules are propedponding to, and fostering the
development of, state public policies, demand resp@nd emerging technologies. We cannot prediat adtion, if any, the FERC might
take with regard to capacity market design.

PJM —RPM is the locational installed capacity markedige for the PJM region, including a forward austfor installed capacity. Under
RPM, generators located in constrained areas WM are paid more for their capacity as an invertth ensure adequate supply where
generation capacity is most needed. The mechahiRPHI in PJM continue to evolve and be refinedtaksholder proceedings in which we
are active. There is currently significant discassabout (i) the future role of demand respongbérRPM market, including examining how
demand response resources should be paid and bew thsources and programs - both existing andgiinshould be measured, verified
and bid in RPM to ensure their availability, (ijetsetting of the Cost of New Entry (CONE) valuetfe RPM demand curve for the next
three years, which is a major input in establishhrgyprice generators will be paid in RPM, (iiigtfuture process for submitting below
Minimum Offer Price Rule (MOPR) bids by subsidizgeheration into the capacity market, as furtherwudised below and (iv) the impact of
“seams” issues on the PJM capacity market, sutheasxtent to which the rules governing generdticated within PJIM are being equally
applied to generation imported into PJM from theSKal as further discussed below.

The FERC has recently issued an order cappingriwaiat of "limited" demand response resourcesr@sources which can only be called on
by PJM a limited number of times during the summenths) that can clear in PIM's capacity auctiBd expects that capping "limited"
demand response participation will have an upwéeteon capacity prices in the next auction.

MISO —MISO does not have a mandatory capacity markplaoe, as load serving entities may submit FixesoRece Adequacy Plans in
lieu of participating in the capacity auction. lretMay 2013 RPM auction, the difference betweerMHiO and PJM capacity markets was
highlighted, as significant amounts of MISO generatvere bid as imports into PJM and cleared in RRNBO is seeking to facilitate
additional exports. The FERC is currently examirtimig "capacity portability" issue. To the extemat MISO generation is not subject to the
same types of rules and requirements as genetatiated within PJM, Power could be adversely impact

ISO-NE —ISO-NE’s market for installed capacity in New Eaigdl provides fixed capacity payments for generatonsorts and demand
response. The market design consists of a forwaokihg auction for installed capacity that is irded to recognize the locational value of
resources on the system and contains incentive anéshs to encourage availability during stressetiesy conditions. The FERC has
recently issued an order requiring the implemeaatif a downward sloping demand curve, similahtdesign in place in PJM, for use in
ISO-NE's ninth capacity market auction to be hel&ébruary 2015 and effective in the 2018-2019 pomear. This action is expected to
result in greater stability of capacity prices ial
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England. As in PIM, capacity market rules in th®4SE continue to develop, with significant issug snder consideration, including the
number and location of capacity zones to be utliaed how the ISO-NE addresses the impact of &tiatded programs such as renewable
resources.

NYISO—NYISO operates a short-term capacity market thatides a forward price signal only for six montht the future. The NYISO
capacity model currently recognizes only two sefgazanes that potentially may separate in pricev Nerk City and Long Island. On
August 13, 2013, the FERC issued an order appraNiviigO’s April 30, 2013 filing establishing the bodaries of a third capacity zone that
will encompass the super zone that includes thelddtudson Valley and New York City to take effecaytl, 2014. The FERC is also
currently considering what type of generation ghibuld be used as the reference unit for the pagiokestablishing the CONE in thest o
State” zone (excluding the lower Hudson Valley, Néork City and Long Island). This issue is sigréfit since it will set the demand curve
on which future capacity prices paid to generatalishe based for the period May 1, 2014 throughi”AR0, 2017. In January 2014, the FE
issued an order accepting the NYISQO’s proposederée unit (a unit with no environmental controlghich may have the effect of
depressing capacity prices. This order is subgecthearing.

Discussions at the FERC concerning other potectiahges to NYISO capacity markets, including riegovern payments and bidding
requirements for generators proposing to exit theket but required to remain in service for religpreasons, are also ongoing.

Long-Term Capacity Agreement Pilot Program Act (LCAPP}In 2011, the State of New Jersey enacted the LClaRRbsidize
approximately 2,000 MW of new natural gas-fired gration. The LCAPP provided that subsidies wouldfiered through long-term
standard offer capacity agreements (SOCASs) betweketted generators and the New Jersey EDCs. TBA$€yuired each New Jersey
EDC to provide the generators with guaranteed dgppayments funded by ratepayers. Each of the Biensey EDCs, including PSE&G,
entered into three SOCAs as directed by the Statejid so under protest reserving their rights.

In 2013, the U.S. District Court in New Jersey fduhat the LCAPP was unconstitutional and decléned_CAPP null and void. This federal
court decision is currently being challenged onean the Third Circuit Court of Appeals. The $taf Maryland also took action to
subsidize above-market new generation. This aetias also determined to be unconstitutional in 2@1Be U.S. District Court in Maryland.
The federal court decision is currently being advadled in the Fourth Circuit Court of Appeals.

As a result of the New Jersey U.S. District Couifitial decision, PSE&G terminated the SOCA conastNovember 2013 with CPV Shore,
LLC (CPV), a subsidiary of Competitive Power Vemsirinc. and Hess Newark, LLC (Hess), a subsidiiyess Corporation, the
counterparties to two of the SOCA contracts, byjaliag written notice in accordance with the terofisthe SOCA contracts. The third SO(
contract had been terminated earlier in 2013 dwedefault by the generator.

Transmission Regulation

The FERC has exclusive jurisdiction to establighrdites and terms and conditions of service ferstate transmission. We currently have
FERC-approved formula rates in effect to recover thescoour transmission facilities. Under this folmuates are put into effect in Jant

of each year based upon our internal forecast mfi@rexpenses and capital expenditures. Ratetamdrued up the following year to reflect
actual annual expenses and capital expendituresal@wed ROE is 11.68% for both existing and neansmission investments and we have
received incentive rates, affording a higher RQIE certain large scale transmission investmentsirformation about our transmission
formula rate, including our 2014 Annual Formuladapdate filing with the FERC, see Item 8. FinahStatements and Supplementary
Data— Note 6. Regulatory Assets and Liabilities .

Our 2013 Annual Formula Rate Update with the FER&ided for approximately $174 million in increasaghual transmission revenues
effective January 1, 2013. Our 2014 Annual Fornidse Update with the FERC provides for approxinya$dl71 million in increased annual
transmission revenues effective January 1, 2014.

° Transmission Policy DevelopmentsThe FERC concluded in Order No. 1000 that thenmoent transmission owner should not
always have a “right of first refusal” (ROFR) torstruct and own transmission projects in its sertgritory. We have
challenged the FERC's elimination of the ROFR defal court, which challenge remains pending. PIblirently
implementing new rules under which the constructiboertain types of transmission projects is mgker subject to a
ROFR for incumbents. The FERC has also approvetsthte agreement approach” to cost allocation undgch
transmission projects being built to address pyldiecy concerns may be placed into PIM's planpingess if the sta
sponsoring the project agrees to pay the costsegpttoject. To date, no such projects have beaeglato the plannin
process but this mechanism could potentially fet#i transmission projects that are not needecefiability or market
efficiency under PIJM standards for transmissiocluiting potential offshore wind projects proposgdtird parties,

should a state or states agree to fund the costschf projects.
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We cannot predict the final outcome or impact ophasvever, specific implementation of Order 100@hie various regions,
including within our service territory, may expaseto competition from third party constructionceftain transmission projects
within our service territory while at the same tipreviding opportunities to build transmission adésof our service territory.

° Transmission Rate ProceedingsIn September 2011, a complaint was filed by sewaede utility commissions and consumer
advocates against transmission owners in New Edgihallenging their base ROE. In August 2013, a€ER
Administrative Law Judge (ALJ) issued a decisiardiing the utilities' base ROE to no longer be ard reasonable. In
February 2013, several state utility commissiors @nsumer advocates, including the BPU and the Maaey
Division of Rate Counsel, also filed a complainttee FERC challenging the base ROE and formulaitnégsion rate
implementation protocols of transmission ownerdlaryland, Pennsylvania, Delaware and New Jerseig. ddmplaint
remains pending. In addition, on November 12, 2@1@;oup of industrial customers in MISO filed ang@aint against
the MISO transmission owners, requesting that BB reduce the transmission owners’ base ROE améhate the
ROE adders for among other things, participatioarirRTO. Alternatively, the customers requestetittte FERC find
the base ROE to be unjust and unreasonable andiggpsly establish settlement procedures. Further-ebruary 6,
2014, a public power association in New York fiedomplaint against one of the New York transmissieners
asking the FERC to reduce the ROE used to calctilatedansmission owner’s rates. The results ofeéhproceedings
could set a precedent for the FERC-regulated treassom owners with formula rates in place, sucbws.

The FERC has issued an order setting for hearidgsatilement procedures certain rate challengseddiy a municipal electric
cooperative against a transmission owner in PJMcifipally, the electric cooperative challenged pinedency of categories of
costs included by the transmission owner in itenida rate. The FERC found that the challengesdagsies of fact that warran
examination at hearing. While we are not the sutgéthe challenge, the result of this proceediogld set a precedent for other
transmission owners with formula rates in placeluding PSE&G.

Compliance
° FERC Audit—Each of the PSEG companies that have MBR authfsdty the FERC is being audited by the FERC for

compliance with its rules for (i) receiving andaieing MBR authority (ii) the filing of electric guterly reports and (iii) our units'
receipt of payments from the RTO/ISO when theyrageiired to run for reliability reasons when inist economical for them to
so. The FERC will issue a report at the conclusibtie audit.

° Reliability Standards—C€ongress has required the FERC to put in placeudtr the North American Electric Reliability Counci
(NERC), national and regional reliability standatd®nsure the reliability of the United State<tle transmission and generation
system and to prevent major system blackouts. Melmgbility standards have been developed and apgpoThese standards
apply both to reliability of physical assets intemoected to the bulk power system and to the ptioteof critical cyber assets. In
2013, the FERC enacted new rules that will bringganerating units within the scope of the stanslagplicable to critical cyber

assets and increase our compliance responsihilities

Commaodity Futures Trading Commission (CFTC)

In accordance with the Dodd-Frank Wall Street Refand Consumer Protection Act (Dodd-Frank Act), 3 and the CFTC are in the
process of implementing a new regulatory frameworlswaps and security-based swaps. The legislatamenacted to reduce systemic risk,
increase transparency and promote market integiityin the financial system by providing for thegigtration and comprehensive regulation
of swap dealers and by imposing recordkeeping, @gtarting, margin and clearing requirements witbpect to swaps. To implement the
Dodd-Frank Act, the CFTC has engaged in a compshemnulemaking process and has issued a numhmopbsed and final rules
addressing many of the key issues. We are currenbject to record keeping and data reporting reqents applicable to commercial end
users. The CFTC has also proposed rules estalgigloisition limits for trading in certain commodgijesuch as natural gas, and we are
currently analyzing the potential impact of theskes on our business.
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Nuclear Regulatory Commission (NRC)

Our operation of nuclear generating facilitiesuibject to comprehensive regulation by the NRC deffal agency established to regulate
nuclear activities to ensure protection of pubkalth and safety, as well as the security and gtiote of the environment. Such regulation
involves testing, evaluation and modification dfaspects of plant operation in light of NRC safeity environmental requirements.
Continuous demonstration to the NRC that plant ajp@ns meet requirements is also necessary. The INiRGhe ultimate authority to
determine whether any nuclear generating unit np@yaie. The current operating licenses of our mudbgilities expire in the years showr
the following table:

Unit Year
Salem Unit 1 2036
Salem Unit 2 2040
Hope Creek 2046
Peach Bottom Unit 2 2033
Peach Bottom Unit 3 2034

As a result of events at the Fukushima Daiichi eacfacility in Japan following the earthquake #uwhamiin 2011, the NRC began
performing additional operational and safety redef/nuclear facilities in the United States. Thesgews and the lessons learned from the
events in Japan have resulted in additional reiguldbr the nuclear industry and could impact fetoperations and capital requirements for
our facilities. We believe that our nuclear placusrently meet the stringent applicable designsafdty specifications of the NRC.

In 2011, the NRC task force submitted a reportaoimg various recommendations to ensure planeptioin, enhance accident mitigation,
strengthen emergency preparedness and improve K&Cam efficiency. The NRC staff also issued a deent which provided for a
prioritization of the task force recommendationse NRC approved the staff's prioritization and iempéntation recommendations subject
number of conditions. Among other things, the NRIised the staff to give the highest priority togk activities that can achieve the grei
safety benefit and/or have the broadest appli¢gifilier 1), to review filtration of boiling wateeactor (BWR) primary containment vents
encouraged the staff to create requirements basaderformance-based system which allows forflexapproaches and the ability to
address a diverse range of sfeecific circumstances and conditions and strivienflement the requirements by 2016. The NRC is$eibels
and orders to licensees implementing the Tier @ameuendations in March 2012.

Separately, a petition was filed with the NRC inrih@011 seeking suspension of the operating liesrf all General Electric BWRs utilizing
the Mark | containment design in the United Stateduding our Hope Creek and Peach Bottom unisdmng completion of the NRC
review. Fukushima Daiichi Units 1-4 are BWRs eqeigppvith Mark | containments. The petition nameoR8he total 104 active commercial
nuclear reactors in the United States. While waaldbelieve the petition will be successful, we @nable to predict the outcome of any
action that the NRC may take in connection withpbétion.

On March 19, 2013, the NRC initiated a rulemakingcpss for improvements to venting systems at 3L BWRs with “Mark 1" and “Mark

[I” containments (similar to those at Fukushimalieh include our Hope Creek Unit and Peach Bottamitd 2 and 3. On June 6, 2013, the
NRC issued orders requiring Mark | and Mark |l fisees to upgrade or replace their reliable hardeaets with containment venting syste
designed and installed to remain functional dusagere accident conditions. For our Hope CreekPaath Bottom units, final installation of
the required modifications is expected to occuirduthe planned refueling outages in 2016-2018.

The NRC is currently developing the regulatory bdsr the filtering strategies rulemaking. Thatlea#ion is expected to be completed
in December 2014. The NRC continues to evaluatenial revisions to its requirements in connectigth its operational and safety reviews
of nuclear facilities in the United States as ailtasf the Fukushima Daiichi incident.

We are unable to predict the final outcome of threséews or the cost of any actions we would neeghte to comply with any new
regulations, including possible modifications to &alem, Hope Creek and Peach Bottom facilitiesshah cost could be material.

State Regulation

Since our operations are primarily located withiemNJersey, our principal state regulator is the BRkich oversees electric and natural gas
distribution companies in New Jersey. We are aldjest to various other states’ regulations dueuiooperations in those states.

Our New Jersey utility operations are subject tmprehensive regulation by the BPU including, amotiger matters, regulation of retail
electric and gas distribution rates and servioejthuance and sale of certain types of secudtidscompliance matters. PSE&G's
participation in solar, demand response and engiffggrency programs is also regulated by the
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BPU, as the terms and conditions of these progeamspproved by the BPU. BPU regulation can alse ladirect or indirect impact on our
power generation business as it relates to enengyl\s agreements and energy policy in New Jersey.

We must file electric and gas rate cases with th& B order to change our utility base distributiates. Our last base rate case was settled ir
2010. In addition to base rates, we recover cet@dts or earn on certain investments pursuanehanisms known as adjustment clauses.
These clauses permit the flow-through of costeitahe recovery of investments from, customerseel#o specific programs, outside the
context of base rate case proceedings. Recovehesé costs or investments is subject to BPU appfor which we make periodic filings.
Delays in the pass-through of costs or recoveipwdstments under these mechanisms could ressilgificant changes in cash flow. For
additional information on our specific filings, skem 8. Financial Statements and Supplementarg-Batote 6. Regulatory Assets and
Liabilities.

Significant state regulatory matters that may hevénpact on our business are as follows:

Energy Strong Progran—In February 2013, we filed a petition with the BEEscribing the improvements we recommend makirguto

BPU jurisdictional electric and gas system to inyereesiliency for the future. The changes that vaescribed would be made over a year
period. In this petition, we are seeking approwahtzest $0.9 billion in our gas distribution systand $1.7 billion in our electric distribution
system over an initial five-year period, plus assted expenses, and to receive contemporaneougeryoaf and on such investments. The
current estimated cost of the entire program, dlidlg the first five years of investments for whigk sought approval in this petition, is $3.9
billion . We anticipate seeking BPU approval to @bete our investment under the program at a latr.dVe have continued to respond to
data requests from the BPU, the New Jersey DivigfdRate Counsel and intervenors. All required fubéarings were completed in October
2013, and the review of PSE&G’s proposal is onga@inthe BPU. We cannot predict the outcome ofridster. For additional information,
see ltem 7. Management's Discussion and Analydisnaincial Condition and Results of Operations—@ditequirements.

Storm Proceeding—In the fourth quarter of 2012, we were severelpacted by Superstorm Sandy, which resulted in idjeeist level of
customer outages in our history. We sustained féignit damage to some of our generation, transomsand distribution facilities. In
December 2012, the BPU issued an order allowing8®st defer on its books actually incurred, prudémtremental storm restoration costs
associated with extraordinary storms, includingeafrm Sandy and Hurricane Irene, and not otherréisoverable through base rates or
insurance. In March 2013, the BPU initiated twoeyemproceedings with the New Jersey utilities)uding PSE&G. The first was a
proceeding to evaluate the prudency of storm dostgred in 2011 and 2012 and the second was fo&eamajor storm event mitigation
proposals. In June 2013, PSE&G made its compliéiticg in the storm cost prudency proceeding, pdivg certain details of our storm
restoration costs for Superstorm Sandy as welttar anajor storms, including outage informatiorpita expenditures, operation and
maintenance (O&M) expenses and incremental O&M pges. We requested that the BPU issue an Ordemapgrthe compliance filing ar
specifically finding that the storm costs incurseere reasonable and prudent, and should be reabfrera ratepayers. The review of the
prudency of these expenses is now pending beferBEtU. We cannot predict the outcome of this revigsvof December 31, 2013, we had
deferred $245 million in storm costs as a Regujafmset.

New Jersey Energy Master Plan (EM) —New Jersey law requires that an EMP be developed/ghree years, the purpose of which is to
ensure safe, secure and reasonably-priced enepglystoster economic growth and development amdeget the environment. While not
having the force of law, the EMP provides an ovemwbdf energy policy in New Jersey and may providthbpportunities and challenges for
PSEG. The most recent EMP was finalized in Decer@b&i and placed an emphasis on expanding inaletericity resources, reducing
energy costs, recognizing the impact of climatengeaand setting new targets for a renewable patéddndard and goals for energy supplies
from clean energy sources.

ENVIRONMENTAL MATTERS

Changing environmental laws and regulations sigaiftly impact the manner in which our operatiores@nrently conducted and impose
costs on us to reduce the health and environmingpalcts of our operations. To the extent that emvitental requirements are more stringent
and compliance more costly in certain states whereperate compared to other states that are ptme game market, such rules may imj
our ability to compete within that market. Due tmking environmental regulations, it is difficuti project future costs of compliance and
their impact on competition. Capital costs of coyim with known pollution control requirements aneluded in our estimate of constructi
expenditures in Item 7. MD&A—Capital Requiremerfthe costs of compliance associated with any newiregpents that may be imposed
by future regulations are not known, but may beemailt

Areas of environmental regulation may include, dm&t not limited to:
° air pollution contro

° climate chang
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water pollution contra
hazardous substance liability,

fuel and waste dispos

For additional information related to environmentedtters, including proceedings not discussed hedewvell as anticipated expenditures for
installation of pollution control equipment, hazawd substance liabilities and fuel and waste delpmssts, see Item 1A. Risk Factors, Item 3.
Legal Proceedings and Item 8. Financial StatemamdsSupplementary Data— Note 13. Commitments amdif@yent Liabilities .

Air Pollution Control

Our facilities are subject to federal regulatiomlenthe Clean Air Act (CAA) which requires controfsemissions from sources of air

pollution and imposes record keeping, reporting @it requirements. Our facilities are also scibfe requirements established under state
and local air pollution laws. The CAA requiresmlhjor sources, such as our generation facilitesbtain and keep current an operating
permit. The costs of compliance associated withreew requirements that may be imposed and inclidétese permits in the future could

be material and are not included in our estimatesipital expenditures.

Nitrogen Oxide (NG,) Regulation: New Jersey High Electric Demand DayIn April 2009, the New Jersey Department of
Environmental Protection (NJDEP) finalized revisido NO, emission control regulations that impose new N@ission reductio
requirements and limits for New Jersey fossil fiileel electric generation units. The rule has apaot on our generation fleet, as it
imposes NQ emissions limits that require capital investmemtdontrols or the retirement of up to 86 combustiaines
(approximately 1,750 MW) and four older New Jerstgaam electric generation units (approximately ¥OW) by May 2015. See
Item 8. Financial and Supplementary Data— NoteCi8nmitments and Contingent Liabilities for furtliéscussion of this issue.
Hazardous Air Pollutants Regulatio—In February 2012the EPA published under the National Emission Steshébr Hazardous
Air Pollutants provisions of the CAA, Mercury Airokics Standards (MATS) for both newly-built andsgixig electric generating
sources. The impact to our fossil generation fleétew Jersey and Connecticut and our jointly-owoedll-fired generating
facilities in Pennsylvania is further discussedtém 8. Financial and Supplementary Data— NoteCddnmitments and Contingent

Liabilities .

Demand Response (DR) Reciprocating Internal ComboistEngines (RICE) Litigation—In March and April 2013, we filed
petitions at the EPA and in federal court, respetyi challenging the National Emission Standamtdfazardous Air
Pollutants (NESHAP) for RICE issued on January281,3. Among other things, the final EPA rule alloovgners and
operators of stationary emergency RICE to opetai engines as part of an emergency DR prograhowitthe
installation and operation of emission controlg@mpliance with emission limits otherwise applieatd non-emergency
counterparts. This waiver of NESHAP standards tesualdisparate treatment of different generatamhhology types. In
our appeal, we are seeking more stringent emigsiatrol standards for RICE to support more competinarkets,
particularly the PIJM capacity market. On June 28,32 the EPA announced that it would reconsidaagenther items
included in the final rule that are also subjedtht® appeal. We cannot predict the final outcomin@fEPA's action

regarding NESHAP.

Cross-State Air Pollution Rule (CSAPR)}-In July 2011, the EPA issued the final CSAPR, WHimits power plant emissions of
Sulfur Dioxide (SQ,) and annual and ozone season MO28 states that contribute to the ability of devimd states to attain and/or
maintain current particulate matter and ozone Matidmbient Air Quality Standards (NAAQS). In Augu012, the U.S. Court of
Appeals for the D.C. Circuit (D.C. Court) vacate8APR and ordered that the existing Clean Air In&tesRule (CAIR)
requirements remain in effect until an appropr&ibstitute rule has been promulgated. The purp€AlR is to improve ozone

and fine particulate air quality within states thave not demonstrated achievement of the NAAQSRG#as implemented throut



a cap-andrade program and, to date, the impact has not imeerial to us as the allowances allocated testations were sufficien
If 2014 operations are similar to those in the past years, it is expected that the impact toaperations from CAIR in New

Jersey, New York and Connecticut in 2014 will netdignificant.

In June 2013, the Supreme Court announced thatutdirreview the D.C. Court's decision. Oral arguteerere held in December
2013. If the Supreme Court were to overturn the.[@Qurt's ruling and reinstate CSAPR, we do nacig#te that there will be any
material adverse impact on our earnings and fimdicondition. The EPA has announced its plan tpgse a new rule in late 2014
to replace the vacated CSAPR that will solely agisl@zone NAAQS for NQ. We cannot determine the impact that this new rule
might have on us.
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Climate Change
i CO,Regulation Under theCAA —In April 2013, several industrial groups petitiohntne Supreme Court to review various EPA
rules issued under the CAA, including the TailorRgle, to regulate greenhouse gas (GHG) emissincisiding CO,. The

Tailoring Rule requires a new source or an exissiogrce which undergoes a major modification, taleate and perhaps install k

available control technology (BACT) for GHG emigsso On October 15, 2013, the Supreme Court ageeadd the case to the

docket for its current term to consider whetherEfRA has authority to regulate CG@missions of stationary sources, including
power plants.

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 EPAdpgse revised NSPS for new power plants by SepteRthe€013, propose GHG
regulations for existing power plants by June 1, £0inalize such regulations by June 1, 2015 @ogire states to submit GHG
implementation regulations by June 30, 2016.

On January 8, 2014, the EPA proposed revised N8P&fv power plants. The revised NSPS establigetbmission standards for
CO;emissions for the following categories: (i) fodsiél-fired utility boilers and integrated gasifigat combined cycle (IGCC)
units, (ii) large natural gas combustion turbirea®] (iii) small natural gas combustion turbinese HPA is requesting comment on
use of an electric output sales threshold to determpplicability to the NSPS. This electric outpates threshold would eliminate
the outright exclusion of simple cycle combustiorbtnes which was proposed in the initial April 204SPS. We cannot predict
final outcome of these proposed standards.

If relevant federal or state common law were tods®liability upon those that emit GHGs for allegmgacts of GHGs emissions,
such potential liability to our fossil generatiopevations could be material. However, approxima@$o of our generation output
comes from nuclear facilities which are GHG-fred arould not be impacted.

° Climate-Related Legislatior—The federal government may consider legislativ@ppsals to define a national energy policy and
address climate change. Proposals under consioleiatiude, but are not limited to, provisions stablish a national clean energy
portfolio standard and to establish an energy iefficy resource standard. Provisions of any newqwalpmay present material risks
and opportunities to our businesses. The finalghesf any legislation will determine the impactws) which we are not now able
reasonably estimate.

° Regional Greenhouse Gas Initiative (RGG—In response to concerns over global climate chasmme states have developed

initiatives to stimulate national climate legistatithrough CQemission reductions in the electric power indusigrtain

northeastern states (RGGI States), including Nevkad Connecticut where we have generation faslithave statepecific rule:

in place to enable the RGGI regulatory mandateghestate to cap and reduce Q¥nissions.

These rules make allowances available throughiamragauction whereby generators may acquire allmea that are each equal to
one ton of CQemissions. Generators are required to submit awatfice for each ton emitted over a three-year geAtlowances
are available through the auction or through seapnoharkets.

On February 7, 2013, the RGGI States released dategh Model Rule that, among other things, redtleesmount of available
regional CO,allowances beginning in 2014. Each RGGI State rinusiement the changes through stspecific regulations. We ¢
not expect these changes, or any future changédse RGGI rules will have a material impact on us.

New Jersey withdrew from RGGI beginning in 2012.8A®sult, our New Jersey facilities are no lorg#igated to acquire C®
emission allowances. This action has been chalttbgeenvironmental groups in the New Jersey statietcWe cannot predict the
outcome of this matter.

New Jersey also adopted the Global Warming Respacisia 2007, which calls for stabilizing its GH@néssions to 1990 levels by
2020, followed by a further reduction of greenhoesgssions to 80% below 2006 levels by 2050. Tohéhis goal, the NJDEP,
the BPU, other state agencies and stakeholdersgué&ed to evaluate methods to meet and exceeehtigsion reduction targets,
taking into account their economic benefits andsos

Water Pollution Control

The Federal Water Pollution Control Act (FWPCA) lpitiits the discharge of pollutants to U.S. wateosrf point sources, except pursuant
National Pollutant Discharge Elimination System [NES) permit issued by the EPA or by a state undederally authorized state progra
The FWPCA authorizes the imposition of technologgdd and water quality-based effluent limits taitete the discharge of pollutants into
surface waters and ground waters. The EPA hasatelé@uthority to a number of state agencies, dictuthose in New Jersey, New York



and Connecticut, to administer the NPDES program
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through state action. We also have ownership istgiia facilities in other jurisdictions that habeir own laws and implement regulations to
control discharges to their surface waters andrgtauaters that directly govern our facilities imsle jurisdictions.

° Steam Electric Effluent Guideline—In April 2013, the EPA issued notice of a proposdlé that would further limit the discharge
of pollutants in wastewater from the operation @dilefired generating facilities. Our co-owned Keyst and Conemaugh facilities
continue to use technologies that generate thestewater discharges. However, our other coal-fiaedities no longer discharge
many of these types of wastewater pollutants. Véauaable to predict the impact on Keystone and @angh but do not believe

there would be any material impact on our othet-ficed facilities.

In addition to regulating the discharge of pollutathe FWPCA regulates the intake of surface wdtarcooling. The use of cooling water is
a significant part of the generation of electri@tysteam-electric generating stations. Sectiorfl§1@ the FWPCA requires that cooling water
intake structures reflect the best technology abel (BTA) for minimizing adverse environmental iagp. The impact of regulations under
Section 316(b) can be significant, particularlgt®am-electric generating stations which do notl&desed cycle cooling through the use of
cooling towers to recycle water for cooling purpgsghe installation of cooling towers at an exigtgenerating station can impose significant
engineering challenges and significant costs, wbhahaffect the economic viability of a particutdant.

° Cooling Water Intake Structure Regulation-In 2011, the EPA published a new proposed rule lvtid not establish any particu
technology as the BTA (e.g. closed-cycle coolimg3tead, the proposed rule established marinendgality standards for existing
cooling water intake structures with a design flaiwnore than two million gallons per day. We reveglithe proposed rule, assessed
the potential impact on our generating facilitiesl ased this information to develop our commenthéoEPA which were filed in
August 2011. In June 2012, the EPA posted a Naofid@ata Availability (NODA) requesting comment ors@ries of technical issues
related to the impingement mortality proposed statisl The EPA also posted a second NODA outlitinglans to finalize a
“Willingness to Pay” survey it initiated to developn-use benefits data in support of the initid pproposal. We and industry trade
associations submitted comments on both NODAsIyn212. The EPA has rescheduled the date for &mlopf a final rule several

times. The EPA is currently scheduled to issueaal fiule on April 17, 2014.

If the rule were to be adopted as originally pragzhghe impact on us would be material since thnityaof our electric generating
stations would be affected. We are unable to ptéddé&outcome of this proposed rulemaking, thelfioam that the proposed
regulations may take and the effect, if any, that/tmay have on our future capital requirementsrfcial condition or results of
operations, although such impacts could be mat&e&# Item 8. Financial Statements and Supplemebia— Note 13.
Commitments and Contingent Liabilities for additdimformation.

On October 1, 2013, the Delaware Riverkeeper Nétwod several other environmental groups filedaslat in the Superior Court
of New Jersey seeking to force the NJDEP to takieraon our pending application for permit renewgSalem either by denying t
application or issuing a draft for public commeértte permit is currently pending the EPA's finalipatof the Clean Water Act 316
(b) regulations. We were not named in the lawsoitdo we know how this legal action will proceed tiicould have a material
impact on us.

Hazardous Substance Liability

The production and delivery of electricity, thetdtsution of gas and, formerly, the manufacturga$, results in various by-products and
substances classified by federal and state regnkatis hazardous. These regulations may imposktyidtr damages to the environment
from hazardous substances, including obligatiormtaluct environmental remediation of dischargedhh#ous substances as well as
monetary payments, regardless of the absence lofafadithe absence of any prohibitions againsattiiwity when it occurred, as
compensation for injuries to natural resources. I@storic operations and the operations of hundoéagher companies along the Passaic and
Hackensack Rivers are alleged by federal and atsacies to have discharged substantial contamimatio the Passaic River/Newark Bay
Complex. For additional information, see Iltem &dficial Statements and Supplementary Data— Not€d@mitments and Contingent
Liabilities .

° Site Remediatio—The Federal Comprehensive Environmental Resp@m@pensation and Liability Act of 1980 (CERCLA) and
the New Jersey Spill Compensation and Control &gil( Act) require the remediation of dischargeddraous substances and
authorize the EPA, the NJDEP and private partiemtomence lawsuits to compel cleaps or reimbursement for such remedial
The clean-ups can be more complicated and costinuiie hazardous substances are in a body of water.

° Natural Resource Damage—CERCLA and the Spill Act authorize the assessmédamages against persons who have



discharged a hazardous substance, causing an tojagtural resources. Pursuant to the Spill Awt,NJDEP
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requires persons conducting remediation to chatiaetajuries to natural resources and to addiesset injuries through restoration
or damages. The NJDEP adopted regulations conggsita investigation and remediation that requir@eological evaluation of
potential damages to natural resources in conrreutith an environmental investigation of contaméubsites. The NJDEP also
issued guidance to assist parties in calculatieq thatural resource damage liability for settletrurposes, but has stated that tt
calculations are applicable only for those partied volunteer to settle a claim for natural reseutamages before a claim is
asserted by the NJDEP. We are currently unabledess the magnitude of the potential financial chpéthis regulatory change,
although such impacts could be material.

Fuel and Waste Disposal

Nuclear Fuel Disposa—The federal government has entered into contraittsthe operators of nuclear power plants for
transportation and ultimate disposal of spent rardieel. To pay for this service, nuclear plant evtare required to contribute to a
Nuclear Waste Fund. In accordance with the Nudlé¢aste Policy Act of 1982, in 2009 the U.S. Departtrad Energy (DOE
conducted its annual review of the adequacy oNthelear Waste Fee and concluded that the currentffé/10 cent per kWh was
adequate to recover program costs. In 2011, wedgbihe Nuclear Energy Institute (NEI) and fifte¢her nuclear plant operators in
a lawsuit in federal court seeking suspension efNbclear Waste Fee. In June 2012, the court thksthe DOE failed to justify
continued payments by electricity consumers ineoNiclear Waste Fund and ordered the DOE to coradooinplete reassessment
of this fee.

Spent nuclear fuel generated in any reactor castdred in reactor facility storage pools or in Ipdedent Spent Fuel Storage
Installations located at reactors or away from t@egites. We have on-site storage facilities tratexpected to satisfy the storage
needs of Salem 1, Salem 2, Hope Creek, Peach B@tmmi Peach Bottom 3 through the end of theiraipey licenses. In
November 2013, the court ordered the DOE Secrétasybmit a proposal to Congress to adjust thedeero. In January 2014, the
DOE Secretary comported with the court order armirstied the zero fee adjustment change letter tog@ss, subject to DOE
appeal rights. Absent Congressional and/or fur@wmirt action, the fee will revert to zero afteretindays of continuous legislative
session. The earliest this is anticipated to otcur the third quarter of 2014. If the fee werétoeliminated, Power would see an
annualized pre-tax benefit of approximately $3diomil

Low Level Radioactive Was—As a by-product of their operations, nuclear gatien units produce low level radioactive waste.
Such waste includes paper, plastics, protectivihiclg, water purification materials and other miaier These waste materials are
accumulated on site and disposed of at licensada®nt disposal facilities. New Jersey, Connectcut South Carolina have
formed the Atlantic Compact, which gives New Jenseglear generators continued access to the Barmaste disposal facility
which is owned by South Carolina. We believe thatAtlantic Compact will provide for adequate laavél radioactive waste
disposal for Salem and Hope Creek through the étitkar current licenses including full decommissitg, although no assurances
can be given. Low Level Radioactive Waste is pec@lty being shipped to the Barnwell site from $alend Hope

Creek. Additionallyt here are on-site storage facilities for Salem, HGpe=k and Peach Bottom, which we believe have the
capacity for at least five years of temporary gjerfor each facility.

Coal Combustion Residuals (CCRs}In June 2010, the EPA published a proposed rdérinf three main options for the
management of CCRs under the Resource ConsenatibRecovery Act. One of these options regulateR<&3 a hazardous
waste. The final outcome of the EPA's proposedmaléng cannot be predicted.

In April 2012, several environmental organizatiamsl CCR marketers brought a citizens' suit agéiesEPA in federal court
arguing that the EPA has a non-discretionary duiggue the CCR rules by a certain date. In May2601e Utility Solid Waste
Activities Group, of which PSEG is a member, fietflotion to Intervene in order to be in alignmeiittwthe EPA in defending
against the environmental organizations' actionG@tober 29, 2013, the Court issued a decisioniriagiuthe EPA to establish a
regulatory deadline to issue the CCR Final Rule.

SEGMENT INFORMATION

Financial information with respect to our busineegments is set forth in Item 8. Financial Stateésand Supplementary Data— Note 23.
Financial Information by Business Segment .
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ITEM 1A. RISK FACTORS

The following factors should be considered whenawing our business. These factors could have anahfadverse impact on our financial

position,

results of operations or net cash flond eould cause results to differ materially froragl expressed elsewhere in this report.

The factors discussed in Item 7. MD&A may also haveaterial adverse effect on our results of opmratand cash flows and affect the
market prices for our publicly-traded securitieshil® we believe that we have identified and disedshe key risk factors affecting our
business, there may be additional risks and urinégsa that are not presently known or that areauotently believed to be significant.

We are subject to comprehensive and evolving regulan by federal, state and local regulatory agencethat affects, or may affect, our
businesses.

We are subject to regulation by federal, statelacal authorities. Changes in regulation can caigificant delays in or materially affect
business planning and transactions and can mégdriafease our costs. Regulation affects almostyeaspect of our businesses, such as our

ability to:

Obtain fair and timely rate relief—PSE&G's retail rates are regulated by the BPUianatholesale transmission rates are regulatec
by the FERC. The retail rates for electric anddjagibution services are established in a bageaase and remain in effect until a
new base rate case is filed and concluded. Iniaddibur utility has received approval for severlaluse recovery mechanisms,
some of which provide for recovery of and on ththatized investments. These clause mechanismsrespiiodic updates to be
reviewed and approved by the BPU. Our utility'sisraission rates are recovered through a FERC-apgrimvmula rate. The
revenue requirements are reset each year throigyfotiula. Transmission ROEs have recently bectirae¢arget of certain state
utility commissions, municipal utilities, consunavocates and consumer groups seeking to lowesroestrates in New England
and New York. These agencies and groups haveddetplaints at the FERC asking the FERC to redued#se ROE of various
transmission owners. They point to changes in #pital markets as justification for lowering the ROf these companies. While
we are not the subject of any of these complaihts; could set a precedent for FERC-regulated tngssson owners, such as
PSE&G. Inability to obtain fair or timely recoveof all our costs, including a return of or on ooveéstments in rates, could have a
material adverse impact on our business.

Obtain required regulatory approvals-The majority of our businesses operate under MBtRaity granted by the FERC, which
has determined that our subsidiaries do not hawgtigated market power and that MBR rules have kssgisfied. Failure to
maintain MBR eligibility, or the effects of any se mitigation measures that may be required iketgvower was evaluated

differently in the future, could have a materialexbe effect on us.

We may also require various other regulatory apgisoto, among other things, buy or sell assetsag@a@n transactions between
public utility and our other subsidiaries, andsome cases, enter into financing arrangements sesturities and allow our
subsidiaries to pay dividends. Failure to obtagsthapprovals on a timely basis could materialixeestly affect our results of
operations and cash flows.

Comply with regulatory requirements-There are federal standards, including mandat&R® and Critical Infrastructure
Protection standards, in place to ensure the iktjabf the U. S. electric transmission and getierasystem and to prevent major
system black-outs. We have been, and will conttouge, periodically audited by the NERC for compde.

Further, the FERC requires compliance with allt®frules and orders, including rules concerningi@&iads of Conduct, market
behavior and anti-manipulation rules, reportingeiitocking directorate rules and cross-subsidirat@@ur companies with MBR
authority are currently being audited by the FERCcobmpliance with FERC's rules regarding MBR atitiipthe filing of Electric
Quarterly Reports (EQRSs) and the receipt of paymenbrganized markets by our generating unitsahatequired to run for
reliability reasons when it is not economical feern to do so.

We are subject to the reporting and record-keepngirements of the Dodd-Frank Act, as implemeiethe CFTC, and may in
the future be subject to CFTC requirements reggrgosition limits for trading of certain commodgieAs part of the Dodd-Frank
Act compliance, we will need to be vigilant in mtmming and reporting our swap transactions.

The BPU conducts periodic combined management/ctitivpeservice audits of New Jersey utilities rethto affiliate standard
requirements, competitive services, cross-subdidizacost allocation and other issues. The BPk& completion of a combined



management audit and affiliate transactions addSE&G.
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We are exposed to commodity price volatility as aesult of our participation in the wholesale energynarkets.

The material risks associated with the wholesag¥@nmarkets known or currently anticipated thatld@adversely affect our operations
include:

° Price fluctuations and collateral requiremen—We expect to meet our supply obligations througbmbination of generation a
energy purchases. We also enter into derivativeotimer positions related to our generation assetsapply obligations. As a
result, we are subject to the risk of price flutitras that could affect our future results and iotgaur liquidity needs. These
include:

e variability in costs, such as changes in the exgubptice of energy and capacity that we sell ihtorharke
e increases in the price of energy purchased to swgsily obligations or the amount of excess eneoty iato the marke
e the cost of fuel to generate electricity,

e the cost of emission credits and congestion créltitswe use to transmit electric

In the markets where we operate, natural gas piypésally have a major impact on the price thateyators receive for their output,
especially in periods of relatively strong demaniderefore, significant changes in the price of retgas usually translate into significant
changes in the wholesale price of electricity.

Over the past few years, wholesale prices for ahgas have declined from the peak levels expegibitt 2008. One reason for this decline is
increased shale gas production as extraction téotpndas improved. Lower gas prices have resuliddver electricity prices, which has
reduced our margins as nuclear and coal generatists have not declined similarly. Over that tigeneration by our coal units was also
adversely affected by the relatively lower pricenafural gas as compared to coal, making it sonestimore economical to run certain of our
gas units than our coal units.

Natural gas prices may remain at low levels foesiended period and continue to decline if furdgvances in technology result in gre:
volumes of shale gas production.

Many factors may affect capacity pricing in PIMglirding but not limited to:

° changes in load and dems

° changes in the available amounts of demand respensarce:

° changes in available generating capacity (includéigements, additions, derates, forced outagesratc.’

° increases in transmission capability between zaam®

° changes to the pricing mechanism, including indngathe potential number of zones to create moigny sensitivity to changes

supply and demand, as well as other potential amtigat PJM may propose over time, including issueently pending at the

FERC.

Potential changes to the rules governing energketsin which the output of our plants is sold gisses risk to our business, as discussed
further below.

As market prices for energy and fuel fluctuate, fomward energy sale and forward fuel purchasereota could require us to post substantial
additional collateral, thus requiring us to obtadditional sources of liquidity during periods whaur ability to do so may be limited. If
Power were to lose its investment grade credihgaii would be required under certain agreementgdvide a significant amount of
additional collateral in the form of letters of diteor cash, which would have a material adversecebn our liquidity and cash flows. If
Power had lost its investment grade credit ratmgfeDecember 31, 2013, it may have had to proam@moximately $691 milliom additiona
collateral. We may also be subject to additiondibberal requirements which could be required untaw rules being developed by the CFTC
which are expected to be implemented in 2014.

° Our cost of coal and nuclear fuel may substantiallycrease—Our coal and nuclear units have a diversifiedfpbia of contracts
and inventory that provide a substantial portiomaf fuel needs over the next several years. Howéweill be necessary to enter
into additional arrangements to acquire coal ardeau fuel in the future. Market prices for coatlanuclear fuel have recently been
volatile. Although our fuel contract portfolio prioles a degree of hedging against these market figkse increases in our fuel

costs cannot be predicted with certainty and coaderially and adversely affect liquidity, finanld@ndition and results of



operations. While our generation runs on diversésfuallowing for flexibility, the mix of fuels uthately used can impact earnings.
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° Third party credit risk—We sell generation output and buy fuel throughekecution of bilateral contracts. These contracts
subject to credit risk, which relates to the apitif our counterparties to meet their contractirdigations to us. Any failure to
perform by these counterparties could have a nahtadiverse impact on our results of operationd) las/s and financial position.
In the spot markets, we are exposed to the riskehatever default mechanisms exist in those marketae of which attempt to
spread the risk across all participants, which matybe an effective way of lessening the seveffthe risk of the amounts at stake.

The impact of economic conditions may also incresassh risk.

We are subject to numerous federal and state envirmnental laws and regulations that may significantlylimit or affect our businesses,
adversely impact our business plans or expose usgignificant environmental fines and liabilities.

We are subject to extensive environmental reguldtipfederal, state and local authorities regardingjuality, water quality, site
remediation, land use, waste disposal, aestha@tipgct on global climate, natural resources damagdsother matters. These laws and
regulations affect the manner in which we conductaperations and make capital expenditures. Futuaeges may result in significant
increases in compliance costs.

Delay in obtaining, or failure to obtain and maintany environmental permits or approvals, or yéheor failure to satisfy any applicable
environmental regulatory requirements, could:

° prevent construction of new facilitis

° prevent continued operation of existing facilit

° prevent the sale of energy from these facilitie

° result in significant additional costs, each of gthcould materially affect our business, resultepdrations and cash flov

In obtaining required approvals and maintaining pbamce with laws and regulations, we focus on sy environmental issues,
including:

i Concerns over global climate change could result@&ws and regulations to limit CQemissions or other GHG produced by our
fossil generation facilitie—Federal and state legislation and regulation desigo address global climate change through the

reduction of GHG emissions could materially impaigt fossil generation facilities. Legislation erextin the states where our

generation facilities are located establishes agiye goals for the reduction of G@missions over a 49ear period. Multiple stat
are developing or have developed state-specifiegional initiatives to obtain C@emissions reductions in the electric power

industry. The RGGI is such a program in the NorsheBhere could be significant costs incurred toticme operation of our fossil

generation facilities, including the potential néegurchase CQemission allowances. Such expenditures could nadliegffect
the continued economic viability of one or moretstaxilities.

i CO,Litigation —In addition to legislative and regulatory initizs, the outcome of certain legal proceedings thgaalleged
impacts of global climate change not involving bsid be material to the future liability of energgmpanies. If relevant federal or
state common law were to develop that imposedlifiglipon those that emit GHGs for alleged impaft&HGs emissions, such
potential liability to our fossil generation opécets could be material.

° Potential closercycle cooling requirements—Our Salem nuclear generating facility has a pefraih the NJDEP allowing for its
continued operation with its existing cooling waggstem. That permit expired in July 2006. Our egagilon to renew the permit,
filed in February 2006, estimated the costs astetiaith cooling towers for Salem to be approxirhe$d billion, of which our
share was approximately $575 million. The renewialgf has not been updated since the 2006 filing.

If the NJDEP and the Connecticut Department of Emrmental Protection were to require installatibglosed-cycle cooling or its
equivalent at our Salem, Mercer, Hudson, Bridgefetvaren or New Haven generating stations, tlatetincreased costs and
impacts would be material to our financial positiogsults of operations and net cash flows and avoedjuire further economic
review to determine whether to continue operatmmndecommission the stations.

The EPA issued a proposed rule in 2011 regardigglagon of cooling water intake structures. If pthal as proposed, the impac
this rulemaking could significantly impact statpgrmitting decisions on whether to require closgrleccooling and could



materially increase our cost of compliance. The EPéxpected to issue a final rule in 2014.
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Remediation of environmental contamination at cumeor formerly-owned facilities—We are subject to liability under
environmental laws for the costs of remediatingiremmental contamination of property now or forngesivned by us and of
property contaminated by hazardous substancesvthgenerated. Remediation activities associateld avit former Manufactured
Gas Plant (MGP) operations are one source of sostis.cAlso, we are currently involved in a numbigproceedings relating to sit
where other hazardous substances may have beémigjed and may be subject to additional proceedmtige future, the related
costs of which could have a material adverse effeatur financial condition, results of operati@msl cash flows. New Jersey law
places affirmative obligations on us to investigate, if necessary, remediate contaminated propg@iy which we were in any
way responsible for a discharge of hazardous snbs$aimpacting the speed by which we will neeithtestigate contaminated
properties, which could adversely impact cash flde cannot predict what further actions, if anytha costs or the timing thereof,
that may be required with respect to these or athtural resource damages claims. However, exptosuratural resource damages
could subject us to additional potentially mateligbility.

More stringent air pollution control requirementsi New Jersex—Most of our generating facilities are located ieviNJersey
where restrictions are generally considered to beerstringent in comparison to other states. Tleeethere may be instances
where the facilities located in New Jersey areexttip more restrictive and, therefore, more cgstijution control requirements
and liability for damage to natural resources, tbampeting facilities in other states. Most of Nésvsey has been classified as
“nonattainment” with NAAQS for one or more air patnts. This requires New Jersey to develop progtameduce air emissions.
Such programs can impose additional costs on uedpjiring that we offset any emissions increasas fnew electric generators
may want to build and by setting more stringentssion limits on our facilities that run during thettest days of the year.

Coal Ash Managemernt—Coal ash is a CCR produced as a byproduct of génarat our coal-fired facilities. We currentiyveaa
program to beneficially reuse coal ash as presatittyed by federal and state regulations. In 2@i€ EPA formally published a
proposed rule offering three main options for trenagement of CCRs under the Resource ConservattbRacovery Act. One of
these options regulates CCRs as a hazardous wasteutcome of the EPA rulemaking cannot be predidProposed regulations
which more stringently regulate coal ash, includiagulating coal ash as hazardous waste, couldria$téncrease costs at our

coal-fired generation facilities. The EPA has retablished a date for release of a final rule.

Our ownership and operation of nuclear power plantdnvolve regulatory, financial, environmental, heath and safety risks.

Approximately half of our total generation outpath year is provided by our nuclear fleet, whicmpdses approximately one-fourth of our
total owned generation capacity. For this reasaame exposed to risks related to the continuecesséul operation of our nuclear facilities
and issues that may adversely affect the nuclazgrgéon industry. These include:

Storage and Disposal of Spent Nuclear F.—We currently use on-site storage for spent nudiggr Disposal of nuclear
materials, including the availability or unavailktlyi of a permanent repository for spent nuclea feould impact future operations
of these stations. In addition, the availabilityaof off-site repository for spent nuclear fuel nadfgct our ability to fully
decommission our nuclear units in the future.

Regulatory and Legal Ris—The NRC may modify, suspend or revoke licenseshat down a nuclear facility and impose
substantial civil penalties for failure to complytvthe Atomic Energy Act, related regulations loe terms and conditions of the
licenses for nuclear generating facilities. As wathof our generation facilities, as discussedvahour nuclear facilities are also
subject to comprehensive, evolving environmentglil@tion. Our nuclear generating facilities arerently operating under NRC
licenses that expire in 2033 through 2046.

Operational Risk—Operations at any of our nuclear generating wutdd degrade to the point where the affected nesds to be



shut down or operated at less than full capaditthis were to happen, identifying and correctihg tauses may require significant
time and expense. Since our nuclear fleet providesnajority of our generation output, any sigrfit outage could result in
reduced earnings as we would need to purchasenerafe higher-priced energy to meet our contractbkdjations.

Nuclear Incident or Accident Ris—Accidents and other unforeseen problems have oettat nuclear stations, both in the United
States and elsewhere. The consequences of an rtocishebe severe and may include loss of life,iiggmt property damage and.

a change in the regulatory climate. We have nuclads at two sites. It is possible that an acdiderother incident at a nuclear
generating unit could adversely affect our abilitycontinue to operate unaffected units locateaiesame site, which would further
affect our financial condition, operating resultglaash flows. An accident or incident at a nuciedt not owned by us could also

affect our ability to continue to
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operate our units. Any resulting financial impacinfi a nuclear accident may exceed our resourcgsding insurance coverages.

We may be adversely affected by changes in energggulatory policies, including energy and capacity mrket design rules and
developments affecting transmission.

The energy industry continues to be regulated hedules to which our businesses are subject as@yalat risk of being changed. Our
business has been impacted by established ruliesréade locational capacity markets in each of RE@NE and NYISO. Under these rul
generators located in constrained areas are paid footheir capacity so there is an incentiveotmate in those areas where generation
capacity is most needed. Because much of our gimeia located in constrained areas in PJM and-MNE)the existence of these rules has
had a positive impact on our revenues. PIJM'’s looaticapacity market design rules and New Englanddrd capacity market rules have
been challenged in court and continue to evolve: étranges to these rules may have an adverse impaetr financial condition, results of
operations and cash flows.

In January 2011, New Jersey enacted a law estaigishLCAPP which provided for the constructiorsabsidized base load or mid-merit
electric power generation. The LCAPP legislatiorsuevalidated on constitutional grounds by a febeoart order issued in October 2013.
However, future state actions to subsidize thetcoason of new generation could have the effecartificially depressing prices in the
competitive wholesale market on both a short-temchlang-term basis.

We could also be impacted by a number of othertsyarcluding regulatory or legislative actionsdang non-competitive markets and

energy efficiency and demand response initiatiFesther, some of the market-based mechanisms ichwhé participate, including BGS
auctions, are at times the subject of review arudision by some of the participants in the Neweleand federal regulatory and political
arenas. We can provide no assurance that theseanmisgts will continue to exist in their current fgrnor otherwise be modified.

To the extent that additions to the transmissiatesy relieve or reduce congestion in eastern PJbtevmost of our plants are located,
Power's capacity and energy revenues could be salyaffected. Moreover, the FERC has issued a culegently being challenged in court,
that requires changes to transmission planninggsses which may result in more transmission beinlg b facilitate renewable generation.

In this rule, the FERC has also acted to elimitlageROFR, which will have the effect of allowingrthparties to build certain types of
transmission projects in the service territoriegofimbent utilities such as PSE&G. As a resultcaeld face competitive pressures for our
transmission business in New Jersey, as well asadther utilities’ service territories where welltie able to seek opportunities to build.

We face significant competition in the merchant emgy markets.

Our wholesale power and marketing businesses ajeciuo significant competition that may adversaifect our ability to make investments
or sales on favorable terms and achieve our arohjettives. Increased competition could contriliata reduction in prices offered for pov
and could result in lower earnings. Decreased ctitiggecould negatively impact results through &lde in market liquidity. Some of our
competitors include:

° merchant generato

° domestic and multi-national utility rateased generato
° energy marketer

° utilities,

° banks, funds and other financial entit

° fuel supply companie

° affiliates of other industrial companies,

° distributed generatio

Regulatory, environmental, industry and other openal developments will have a significant impantour ability to compete in energy
markets, potentially resulting in erosion of ourrked share and impairment in the value of our poplants.

Changes in customer usage patterns and technologgutd adversely impact us.
° DSM and other efficiency effort—DSM and other efficiency efforts aimed at chandimg quantity and patterns of consumers’

usage could result in a reduction in load requirgse

29




Table of Contents

° Changes in technology and/or customer behavierdt is possible that advances in technology witluee the cost of alternative
methods of producing electricity, including distribd generation, such as fuel cells, micro turhimgsro grids, windmills and net-
metered PV (solar) cells, to a level that is cortipetwith that of most central station electrioguction. Large customers, such as
universities and hospitals, continue to exploreeptial micro grid installation. Substantial micnddgpenetration can impact energy
costs, system performance, and demand growthals@possible that electric customers may siggnifily decrease their electric
consumption due to demand-side energy conservptmgrams. Changes in technology and usage, sutliaigipal aggregation,
could also alter the channels through which retai¢tric customers buy electricity, which could exbely affect our financial
results. Increased reliance by customers on orgsiteration, including solar, and changes in custdmhaviors can result in

decreased reliance on our system and impact oanves and investment opportunities.

Our inability to balance energy obligations with awailable supply could negatively impact results.

The revenues generated by the operation of ourrgeéng stations are subject to market risks thatyond our control. Generation output
will either be used to satisfy wholesale contracfuirements, other bilateral contracts or be sulol gompetitive power markets. Participants
in the competitive power markets are not guaranéesdspecified rate of return on their capital stmeents. Generation revenues and results
of operations are dependent upon prevailing makees for energy, capacity, ancillary services fumd supply in the markets served.

Our generation business frequently involves thaldishment of forward sale positions in the whdlesmergy markets on long-term and
short-term bases. To the extent that we have peatlacpurchased energy in excess of our contradikgations, a reduction in market prices
could reduce profitability. Conversely, to the exttthat we have contracted obligations in excesnefgy we have produced or purchasec
increase in market prices could reduce profitahilftthe strategy we utilize to hedge our exposuorthese various risks is not effective, we
could incur significant losses. Our market pos#ican also be adversely affected by the level ttiity in the energy markets that, in turn,
depends on various factors, including weather nioua geographical areas, short-term supply andadenmbalances, customer migration
and pricing differentials at various geographicliians. These cannot be predicted with certainty.

Increases in market prices also affect our alititiedge generation output and fuel requirementiseasbligation to post margin increases
with increasing prices and could require maintagrigquidity resources that would be prohibitivelypensive.

Any inability to recover the carrying amount of our assets could result in future impairment charges tich could have a material
adverse impact on our financial condition, resultof operations and cash flows.

In accordance with accounting guidance, managemaitates londived assets for impairment whenever events or gésin circumstance
such as significant adverse changes in regulaiosiness climate or market conditions, could paéptindicate an asset’s or group of assets’
carrying amount may not be recoverable. Significaductions in our expected revenues or cash ffoman extended period of time result
from such events could result in future asset inmpait charges, which could have a material advierpact on our financial condition and
results of operations.

Inability to access sufficient capital at reasonala rates or commercially reasonable terms or maintai sufficient liquidity in the
amounts and at the times needed could adversely imgt our business.

Capital for projects and investments has been gealvprimarily by internally-generated cash flow axtkernal financings. We have
significant capital requirements and will need awntd access to debt capital from outside sourcesder to efficiently fund the construction
and other cash flow needs of our businesses. Tiligy &b arrange financing and the costs of capitabend on numerous factors including,
among other things, general economic and markeditons, the availability of credit from banks aatther financial institutions, investor
confidence, the success of current projects anduhéty of new projects.

The ability to have continued access to the crattit capital markets at a reasonable economic £dsipiendent upon our current and future
capital structure, financial performance, our dreakings and the availability of capital underseaable terms and conditions. As a result, no
assurance can be given that we will be successfubtaining re-financing for maturing debt or ficarg for projects and investments.

Financial market performance directly affects the &set values of our nuclear decommissioning trust fuls and defined benefit plan
trust funds. Sustained decreases in asset valuetnist assets could result in the need for signifiag additional funding.

The performance of the financial markets will affde value of the assets that are held in trusatisfy our future obligations under our
pension and postretirement benefit plans and tordetdssion our nuclear generating plants. A dedlirthe market
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value of our pension assets could result in thel fieeus to make significant contributions in tleure to maintain our funding at sufficient
levels.

An extended economic recession would likely havenaaterial adverse effect on our businesses.

Our results of operations may be negatively affttig sustained downturns or sluggishness in thaag, including low levels in the marl
prices of commodities. Adverse conditions in therexny affect the markets in which we operate amdnematively impact our results.
Declines in demand for energy will reduce overales and cash flows, especially as customers rettisdeconsumption of electricity and
gas. Although our utility business is subject tgulated allowable rates of return, overall declimeslectricity and gas sold and/or increase
non-payment of customer bills would materially aedy affect our liquidity, financial condition amésults of operations.

We may be adversely affected by equipment failuresiccidents, severe weather events or other incidenthat impact our ability to
provide safe and reliable service to our customer@nd remain competitive.

The success of our businesses is dependent oibitity ® continue providing safe and reliable seevto our customers while minimizing
service disruptions. We are also exposed to tlkeofisiccidents, severe weather events such as pexierced from Hurricane Irene and
Superstorm Sandy, or other incidents which coudltén damage to or destruction of our facilitt'sdlamage to persons or property. The
physical risks of climate change, such as moreugatjor more extreme weather events, changes ileselatemperature and precipitation
patterns and other related phenomena have exaeérbhatse risks. Such issues experienced at olitiésgior by others in our industry, could
adversely impact our revenues, increase costp#irrand maintain our systems, subject us to piatditigation and/or damage claims and
increase the level of oversight of our utility ageheration operations and infrastructure througkstigations or through the imposition of
additional regulatory or legislative requiremei8sach actions could adversely affect our costs, atitiyveness and future investments, which
could be material to our financial position, reswf operations and cash flow.

Acts of war or terrorism could adversely affect ouroperations.

Our businesses and industry may be impacted byaadtshreats of war or terrorism. These actionddcmsult in increased political,
economic and financial market instability and vititgtin fuel prices which could materially advelgaffect our operations. In addition, our
infrastructure facilities, such as our generatitagiens, transmission and distribution facilitiesuld be direct or indirect targets or be affected
by terrorist or other criminal activity. Such everbuld severely disrupt business operations agnkpt us from servicing our customers. In
addition, new or updated security regulations neuire us to make changes to our current measures would also result in additional
expenses.

Cybersecurity attacks or intrusions could adverselympact our businesses.

We own and/or operate generating stations, trassomi@nd distribution facilities, which are depemiden the operation of our computing
systems. Our ability to market our generation ougmd acquire and hedge fuel and power are alsendigmt on our computing systems. Our
computing systems may be impacted by cybersecaitiaigks, hostile technological intrusions, or inelent disclosure of company and/or
customer information. Cybersecurity threats to @pegrations include:

e Disruption of the operation of our assets and theqy grid
e Information theft of confidential company, employsbareholder, vendor or customer information,
e General business system and process interruptioarapromise, including preventing us from servioing customers, collecting

revenues, or the ability to record, process an@fport financial information correctly.

If a significant cybersecurity event or breach dtiaccur, it could result in material costs foragpand remediation, breach notification,
operations, insurance and increased capital c8sth a cyber incident could also cause us to becoompliant with applicable laws,
regulations or contracts that require us to segurglintain confidential data, causing us to inasts related to legal claims or proceedings,
regulatory fines and increased scrutiny, and ptessiamage to our reputation and brand. We devetaurees to network and application
security, encryption and other measures to prat@ctomputing systems and infrastructure from umanized access or misuse and interface
with numerous external entities to improve our a¢gbeurity situational awareness. However, giveretfer changing nature of cybersecurity
threats, there can be no assurance the steps eaalprotect us against all possible occurrences.
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Inability to successfully develop or construct gemation, transmission and distribution projects within budget could adversely impact
our businesses.

Our business plan calls for extensive investmewtjital improvements and additions, includingitigtallation of required environmental
upgrades and retrofits, construction and/or actjoisdf additional generation units and transmisgacilities and modernizing existing
infrastructure. Currently, we have several sigaificprojects underway or being contemplated.

Our success will depend, in part, on our abilitypktain necessary regulatory approvals, complasetiprojects within budgets, on
commercially reasonable terms and conditions andui regulated businesses, our ability to rectiverelated costs through rates. Any
delays, cost escalations or otherwise unsuccessfigtruction and development could materially dféea financial position, results of
operations and cash flows.

We may be unable to achieve, or continue to sustaiour expected levels of operating performance.

One of the key elements to achieving the resultiinbusiness plan is the ability to sustain geiregaperating performance and capacity
factors at expected levels since our forward saflemergy and capacity assume acceptable levelserhting performance. This is especially
important at our lower-cost facilities. Operati@isany of our plants could degrade to the pointrevliee plant has to shut down or operate at
less than full capacity. Some issues that couldarhthe operation of our facilities are:

° breakdown or failure of equipment, processes oragament effectivene:

° disruptions in the transmission of electric

° labor dispute:

° fuel supply interruption

° transportation constrain

° limitations which may be imposed by environmentabtier regulatory requiremer

° permit limitations, an

° operator error or catastrophic events such as fa@shquakes, explosions, floods, severe storats ofterrorism or other similar
occurrences.

Identifying and correcting any of these issues megyiire significant time and expense. Dependinthermateriality of the issue, we may
choose to close a plant rather than incur the esgoefirestarting it or returning it to full capacitn either event, to the extent that our
operational targets are not met, we could have#raie higher-cost generation facilities or meetaligations through higher-cost open
market purchases.

Challenges associated with retention of a qualifiedorkforce could adversely impact our businesses.

Our operations depend on the retention of a skilleckforce. The loss or retirement of key execugioe other employees, including those
with the specialized knowledge required to suppartgeneration, transmission and distribution of@na, could result in various operational
challenges. These challenges may include the lhakmropriate replacements, the loss of institigl@nd industry knowledge and the
increased costs to hire and train new personnéd. ids the potential to become more critical olerrtext several years as a growing number
of employees become eligible to retire.

In addition, because a significant portion of onmpéoyees are covered under collective bargainimgeagents, our success will depend on our
ability to successfully renegotiate these agreemasithey expire. Inability to do so may resuktimployee strikes or work stoppages which
would disrupt our operations and could also resuhlcreased costs.

Our receipt of payment of receivables related to audomestic leveraged leases is dependent upon thedit quality and the ability of
lessees to meet their obligations.

Our receipt of payments of equity rent, debt serand other fees related to our leveraged leaslmin accordance with the lease contr
can be impacted by various factors. The factorslwhay impact future lease cash flow include, beatreot limited to, new environmental
legislation regarding air quality and other discfearin the process of generating electricity, mapkiees for fuel and electricity, including t
impact of low gas prices on our coal generatioratments, overall financial condition of lease deyparties and the quality and condition of
assets under lease. If a lessee were to defaultpuld potentially be required to impair our cutrevestment balances.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
PSEG, Power and PSE&G
None.

ITEM 2. PROPERTIES

Our subsidiaries own all of our physical propeWtje believe that we and our subsidiaries mainta@gaedte insurance coverage against lo
damage to plants and properties, subject to cegtaiaptions, to the extent such property is usuaslyred and insurance is available at a
reasonable cost. For a discussion of nuclear inserasee Item 8. Financial Statements and Supptamydbdata—Note 13. Commitments ai
Contingent Liabilities .
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Generation Facilities
Power
As of December 31, 2013, Power’s share of sumnstalled fossil and nuclear generating capacigh@wn in the following table:

Total Owned Principal
Capacity Capacity Fuels
Name Location (MW) % Owned (MW) Used Mission
Steam:
Hudson NJ 62C 100% 62C Coal/Gas Load Following
Mercer NJ 632 100% 632 Coal/Gas Load Following
Sewaren NJ 452 100% 452 Gas Load Following
Keystone (A) PA 1,711 23% 391 Coal Base Load
Conemaugh (A) PA 1,711 23% 38t Coal Base Load
Bridgeport Harbor CT 38¢ 100% 38¢ Coal Load Following
New Haven Harbor CT 44¢ 100% 44¢ 0]] Load Following
Total Steam 5,95¢ 3,31%
Nuclear:
Hope Creek NJ 1,17¢ 100% 1,17¢ Nuclear Base Load
Salem1 &2 NJ 2,36t 57% 1,35¢ Nuclear  Base Load
Peach Bottom 2 & 3 (B) PA 2,251 50% 1,12¢ Nuclear  Base Load
Total Nuclear 5,79¢ 3,661
Combined Cycle:
Bergen NJ 1,18¢ 100% 1,18¢ Gas Load Following
Linden NJ 1,23( 100% 1,23( Gas Load Following
Bethlehem NY 75€ 100% 75€ Gas Load Following
Kalaeloa HI 208 50% 104 o]] ©
Total Combined Cycle 3,38 3,27¢
Combustion Turbine:
Essex NJ 617 100% 617 Gas Peaking
Edison NJ 51€ 100% 51€ Gas Peaking
Kearny NJ 463 100% 462 Gas Peaking
Burlington NJ 56C 100% 56( Oil/Gas Peaking
Linden NJ 34C 100% 34C Gas Peaking
Mercer NJ 11t 100% 11t 0]] Peaking
Sewaren NJ 10t 100% 10t 0]] Peaking
Bergen NJ 21 100% 21 Gas Peaking
National Park NJ 21 100% 21 0]] Peaking
Salem 3 NJ 38 57% 22 o]] Peaking
New Haven Harbor CT 13C 100% 13C Gas/Oil Peaking
Bridgeport Harbor CT 17 100% 17 o]] Peaking
Total Combustion Turbine 2,94: 2,92
Pumped Storage:
Yards Creek (D) NJ 40C 50% 20C Peaking
Total Power Plants 18,47" 13,37¢
(A) Operated by GenOn Northeast Management Con
(B) Operated by Exelon Generat
© Contracted under a power purchase agree

(D) Operated by Jersey Central Power & Light Com|
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As of December 31, 2013, Power also owned andate@iB88 MW of photovoltaic solar generation faigi$tin various states. In December
2013, Power agreed to acquire a 4 MW solar prajeshasta, California. The project is expectedd@laced into service by mid-2014.

PSE&G
As of December 31, 2013, PSE&G had 79 MW of imstbsolar capacity throughout New Jersey.

Transmission and Distribution Facilities
PSE&G

As of December 31, 2013 , PSE&G's electric transioisand distribution system included 23,810 cirauiles, of which 8,235 circuit miles
were underground, and 842,992 poles, of which B8/fbles were jointly-owned. Approximately 100%ttuf property is located in New
Jersey.

In addition, as of December 31, 2013 , PSE&G owhoed electric distribution headquarters and fivetseadquarters in four operating
divisions, all located in New Jersey.

As of December 31, 2013, the daily gas capacifyRE&G’'s 100%-owned peaking facilities (the maximdaily gas delivery available
during the three peak winter months) consistedoid petroleum air gas (LPG) and liquefied natgas (LNG) and aggregated 2,790,420
therms (270,914,563 cubic feet on an equivalerislmsl 00,000 Btu/therm and 1,030 Btu/cubic foat)shown in the following table:

Daily

Capacity

Plant Location (Therms)
Burlington LNG Burlington, NJ 772,50(
Camden LPG Camden, NJ 384,00(
Central LPG Edison, NJ 839,04(
Harrison LPG Harrison, NJ 794,88
Total 2,790,42i

As of December 31, 2013 , PSE&G owned and opetBtetb8 miles of gas mains, owned 12 gas distributieadquarters and two sub-
headquarters, all in four operating regions locatedew Jersey and owned one meter shop in Neveyleerving all such areas. In addition,
PSE&G operated 62 natural gas metering and regglatations, all located in New Jersey, of whichw@8e located on land owned by
customers or natural gas pipeline suppliers an@ wperated under lease, easement or other simiargement. In some instances, the
pipeline companies owned portions of the meterimg) r@gulating facilities.

PSE&G's First and Refunding Mortgage, securingltbrds issued thereunder, constitutes a directrfisstgage lien on substantially all of
PSE&G's property.

PSE&G's electric lines and gas mains are locatet ovunder public highways, streets, alleys od$amrxcept where they are located over or
under property owned by PSE&G or occupied by itarrehsements or other rights. PSE&G deems thesmeass and other rights to be
adequate for the purposes for which they are besegl.

In addition, as of December 31, 2013 , PSE&G owdzgwitching stations in New Jersey with an aggeegsstalled capacity of 25,103
megavolt-amperes (MVA) and 246 substations witlaggregate installed capacity of 8,179 MVA. In aiddit four of our substations in New
Jersey having an aggregate installed capacity @MJA were operated on leased property.

ITEM 3. LEGAL PROCEEDINGS

We are party to various lawsuits and regulatorytenstf including in the ordinary course of busin€ss.information regarding material legal
proceedings, other than those discussed belowtesael. Business—Regulatory Issues and Environnhéfdgters and Item 8. Financial
Statements and Supplementary Data— Note 13. Conentyand Contingent Liabilities .

Superstorm Sandy
For a discussion of the lawsuit in New Jersey statat related to recoveries for property damagieun®SEG's insurance policies, see ltel
Financial Statements and Supplementary Data— Nat€ammitments and Contingent Liabilities .
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Environmental Matters

The following items are environmental matters imitod governmental authorities not discussed elsesvimethis Form 10-K. We do not
expect expenditures for any such site relatindpéoitems listed below, individually or for all suchrrent sites in the aggregate, to have a
material effect on our financial condition, resudfsoperations and net cash flows.

(1) Various Spill Act directives were issued by the lEDto potentially responsible parties (PRPS), idiclg PSE&G with respect to tt
PJP Landfill in Jersey City, Hudson County, Newsdgr ordering payment of costs associated withadjoer and
maintenance, interim remedial measures and a Rairladestigation and Feasibility Study (RI/FS) ktess of $25 millior
The directives also sought reimbursement of the NIB past and future oversight costs and the costayfuture remedi:
action.

(2) Claim by the EPA, Region lll, under CERCLA litespect to a Cottman Avenue Superfund Site,radonon-ferrous scrap
reclamation facility located in Philadelphia, Peylmania, owned and formerly operated by Metal BahRmerica, Inc. PSE&G,
other utilities and other companies are allegdokttiable for contamination at the site and PSE&S been named as a PRP. A Final
Remedial Design Report was submitted to the EP®eiptember of 2002. This document presented thgrdstails of the EPA’s
selected remediation remedy. PSE&G and otherytiimpanies as members of a PRP group entered i@tmsent Decree and
agreed to implement a negotiated EPA selected riath@dremedy. The PRP group implementation ofréreedy was completed in
2010. Although subject to EPA approval and oversilgimg term monitoring activities designed to destoate the effectiveness of
the implemented remedy are planned through 2048 astimated cost of $2.8 million.

3) The Klockner Road site is located in Hamiliomwnship, Mercer County, New Jersey, and occupgsaximately two acres on
PSE&G'’s Trenton Switching Station property. In 19B&E&G entered into a memorandum of agreementtivititNJDEP for the
Klockner Road site pursuant to which PSE&G condiiete RI/FS and remedial action at the site to addifee presence of soil and
groundwater contamination. Anticipated future atitg at the site include the filing of certificati(s) with the NJDEP once every
two years regarding the effectiveness of engingeaimd institutional controls, quarterly groundwatemitoring for several years a
the installation of additional off-site groundwateonitoring wells as directed by the NJDEP.

4 The EPA sent Power, PSE&G and approximatelydifier entities a notice that the EPA considesath @f the entities to be a PRP
with respect to contamination in Berry’s Creek ier§en County, New Jersey and requesting that tisPRrform a RI/FS on
Berry’s Creek and the connected tributaries andawds. Berry’s Creek flows through approximately giles of areas that have
been used for a variety of industrial purposeslandfills. The EPA estimates that the study coust@pproximately $18 million. /
members of a PRP Group, Power and certain of tier @ntities named in the EPA Notice entered intddministrative Settlement
Agreement and Order on Consent in 2008 to condhecRI/FS, which is estimated to be completed in722118.

(5) In January 2010, we received a letter fromNBBEP asserting that we are the current ownereofXates Construction Corporation
Landfill and that the subject landfill has not bgeoperly closed in accordance with the NJDEP Salakte Regulations. Power has
retained an environmental consultant to prepatesure plan acceptable to the NJDEP.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Our common stock is listed on the New York Stockliange, Inc. As of December 31, 2013 , there wefelB registered holders.

The graph below shows a comparison of the five-geatulative return assuming $100 invested on Deeerdb, 2008 in our common stock
and the subsequent reinvestment of quarterly dieldethe S&P Composite Stock Price Index, the Domed Utilities Index and the S&P
Electric Utilities Index.

2008 2009 2010 2011 2012 2013

PSEG $ 100.0¢ $ 118.8¢ $ 118.7F % 128.4¢ $ 1245¢ $ 136.2¢
S&P 500 $ 100.0¢ $ 126.37 $ 1453t % 148.4: $ 172.0¢ $ 227.6¢
DJ Utilities $ 100.0¢ $ 112.4: $ 119.6¢ $ 143.1C $ 145.3¢ $ 163.8(
S&P Electrics $ 100.0¢ $ 103.3: $ 106.8¢ % 129.1¢ $ 128.3¢ $ 138.4¢

$250

$200 / ——PSEG

—e—35&P 500

—a—DJ Utilities
$150 /

—a— S&P Electrics

$100 T
2008 2009

2010 2011 2012 2013
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The following table indicates the high and low safiees for our common stock and dividends paidtierperiods indicated:

Dividend
Common Stock High Low per Share
2013
First Quarter $ 34.3¢ $ 29.7¢ $ 0.36(
Second Quarter $ 36.61 % 31.21 % 0.36(
Third Quarter $ 345: % 31.6¢ $ 0.36(
Fourth Quarter $ 343: $ 316 $ 0.36(
2012
First Quarter $ 3328 $ 29.5¢ $ 0.35¢
Second Quarter $ 3251 % 289: $ 0.35¢
Third Quarter $ 3401 % 31.1¢ % 0.35¢
Fourth Quarter $ 333t $ 29.0¢ $ 0.35¢

On February 18, 2014, our Board of Directors appdoa $0.370 per share common stock dividend fofitstequarter of 2014. This reflects
an indicated annual dividend rate of $1.48 pereshar

The following table indicates our common share repases in the open market to satisfy obligatiomdeu various equity compensation
award grants during the fourth quarter of 2013:

Total Number Average

of Shares Price Paid

Three Months Ended December 31, 2013 Purchased per Share
October 1-October 31 — $ —
November 1-November 30 4,00( $ 33.01
December 1-December 31 — 3 —

The following table indicates the securities auitent for issuance under equity compensation plaref ®ecember 31, 2013:

Number of Securities Weighted-Average Number of Securities

to be Issued upon Exercise Price of Remaining Available

Exercise of Outstanding for Future Issuance

Outstanding Options, Options, Warrants under Equity

Plan Category Warrants and Rights and Rights Compensation Plans
Long-Term Incentive Plan 2,615,161 $ 34.4: 16,508,17
Employee Stock Purchase Plan — 3 — 3,589,033
Total 2,615,16¢ $ 34.4: 20,097,20

For additional discussion of specific plans conoegrequity-based compensation, see Item 8. FinhSta@ements and Supplementary Data—
Note 18. Stock Based Compensal.

Power

We own all of Power’s outstanding limited liabilispmpany membership interests. For additional mdfon regarding Powes'ability to pa
dividends, see Item 7. MD&A—Overview of 2013 andufe Outlook.

PSE&G

We own all of the common stock of PSE&G. For adudisil information regarding PSE&G’s ability to cante to pay dividends, see Item 7.
MD&A—Overview of 2013 and Future Outlook.
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ITEM 6. SELECTED FINANCIAL DATA

PSEG

The information presented below should be readimunction with the MD&A and the Consolidated Fioai Statements and Notes to
Consolidated Financial Statements (Notes).

PSEG
Years Ended December 31, 2013 2012 2011 2010 2009
Millions, except Earnings per Share
Operating Revenues $ 9,96¢ $ 9,781 $ 11,07¢ $ 11,79 $ 12,03
Income from Continuing Operations (A) $ 1,247 % 1,278 $ 1,407 $ 1557 $ 1,59«
Net Income $ 1,24 $ 1,27 $ 150 $ 156/ $ 1,592
Earnings per Share:
Income from Continuing Operations
Basic (A) $ 24¢ % 252 $ 278 $ 3.0 $ 3.1t
Diluted (A) $ 24t 3 251 $ 271 $ 3.07 $ 3.14
Net Income
Basic $ 24¢ % 25z $ 297 $ 3.0¢ $ 3.1t
Diluted $ 248 % 251 % 29€ $ 3.0 $ 3.14
Dividends Declared per Share $ 144 % 14z % 137 $ 137 $ 1.32
As of December 31,
Total Assets $ 3252 $ 31,728 $ 29,827 $ 29,90¢ $ 28,67¢
Long-Term Obligations (B) $ 787: % 6,701 $ 7,48. $ 7847 $ 7,67¢
(A) Income from Continuing Operations for 2011lues an after-tax charge of $ 170 millieated to certain leveraged lea

(B) Includes capital lease obligatio

Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS (MD&A)

This combined MD&A is separately filed by Publicréee Enterprise Group Incorporated (PSEG), PSEBdP@LC (Power) and Public
Service Electric and Gas Company (PSE&G). Infororationtained herein relating to any individual campis filed by such company on its
own behalf. Power and PSE&G each make represensatioly as to itself and make no representatioregsgever as to any other company.

PSEG's business consists of two reportable segmenpsincipal direct wholly owned subsidiarieshieh are:
° Power, our wholesale energy supply company that integitgasiclear, fossil and renewable generating agseftations with its

wholesale energy, fuel supply, energy trading aadketing and risk management activities primarilyhie Northeast and Mid-
Atlantic United States, and

o PSE&G, our public utility company which provides electiiansmission services and distribution of eleatriergy and natural gas,
implements demand response and energy efficierayyr@ms and invests in solar generation in New yerse

PSEG's other direct wholly owned subsidiaries B&EG Energy Holdings L.L.C. (Energy Holdings), whearns its revenues primarily from
its portfolio of lease investments; PSEG Long ldlabhC (PSEG LI), which effective January 1, 2014mies the Long Island Power
Authority's transmission and distribution systendema contractual agreement; and PSEG Servicefign (Services), which provides us
and these operating subsidiaries with certain mamagt, administrative and general services at cost.

Our business discussion in Part |, ltem 1. Busipesgides a review of the regions and markets whereperate and compete, as well as our
strategy for conducting our businesses within teaekets, focusing on operational excellence, firgrstrength and making disciplined
investments. Our risk factor discussion in Paltein 1A. Risk Factors provides information abouttées that could have a material adverse
impact on our businesses. The following discuspimvides an overview of the significant events bodiness developments that have
occurred during 2013 and key factors that we exyéttrive our future performance. This discussiefers to the Consolidated Financial
Statements (Statements) and the Related Notesnsolidated Financial Statements (Notes). This disicun should be read in conjunction
with such Statements and Notes.

OVERVIEW OF 2013 AND FUTURE OUTLOOK

2013 Overview

Our business plan is designed to manage the rislacited with fluctuating commodity prices andrgies in customer demand as we invest
to achieve growth in light of market, regulatorydatonomic trends. In 2013, we continued our fazusperational excellence, financial
strength and disciplined investment. These guigingciples have provided the base from which weehlaeen able to execute our strategic
initiatives, including:

° Growing our utility operations through continuegéstment in transmission and distributiafrastructure projects with a consequ
rebalancing of our business mix and greater difieasion of regulatory oversight, and
° Maintaining a reliable generation fleet with thexibility to utilize a diverse mix of fuels to allous to capitalize on market

opportunities as they arise in the locations inclthive operate.
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Financial Results
The results for PSEG, Power and PSE&G for the yeaded December 31, 2013 and 2012 are preseniad:bel

Years Ended December 31,
2013 2012

Earnings (Losses) Millions, except per share data
Power $ 644 $ 66€
PSE&G 612 52¢
Other (13 81
PSEG Net Income $ 1,24 % 1,27¢
Earnings Per Share (Diluted)

PSEG Net Income $ 24t % 2.51

Our $32 million 2013 over 201@ecrease in Net Income was due primarily to highgerations and Maintenance (O&M) costs in 2013ted
to planned outage work and higher mark-to-marketds at Power. In addition, 2012 Net Income induéeoveries from one of Energy
Holdings' leverage lease investments, and a onetiemefit from the settlement of the 1997-2006rh@#ERevenue Service audits in 2012.
These factors were partially offset by higher magkées, fuel supply cost savings and increaspddaity pricing at Power, and higher
transmission revenues at PSE&G. For a more detditmtission of our financial results, see ResdlBmerations.

Power’s results also benefited from access to lost-natural gas from the Marcellus region durirgltiter half of 2013 through its existing
firm pipeline transportation and storage contra@tsver manages these contracts for the benefiBB&IS’s customers through the basic gas
supply service (BGSS) arrangement. The contraetsiaed to ensure delivery of a reliable gas suipRSE&G customers on peak winter
days. When the customers' demand for gas is lomhech frequently occurs outside of the winter uspggod, Power can use the remaining
available pipeline transportation to make thirdtpaales and supply the Marcellus gas to its geimgranits in New Jersey.

At PSE&G, our regulated utility, we continued teé@st capital in transmission and distribution isfracture projects aimed at maintaining
reliability of our service to our customers. PSE&@esults for 2013 reflect the favorable impaatsrfithese investments. In January 2014, we
filed a Modified 2014 Annual Formula Rate Updaté¢hwhe Federal Energy Regulatory Commission (FER@ecember 2013 which
provides for approximately $171 million in incredssnnual transmission revenues effective Janua2914. Over the past few years, these
types of investments have altered the businesoff®SEG’s overall results of operations to refettigher percentage 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. Compaetitiholesale power market design is of particulgrartance to our results and we contil

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 atmodistortions in the energy and
capacity markets. Federal court decisions in NaweJeand Maryland invalidated legislation in theses which sought to subsidize
generation. For a more detailed discussion of thieis of these efforts, refer to Item 1. Businesegtiatory Issues—Federal Regulation.

We continue to advocate for the development andeimentation of fair and reasonable rules by the Brfvironmental Protection Agency
(EPA) and state environmental regulators. In paldic the EPA's 316(b) rule on cooling water intakald adversely impact future nuclear
and fossil operations and costs. Clean Air Act (§A&gulations governing hazardous air pollutanenrthe EPA's Maximum Achievable
Control Technology (MACT) rules are also of sigo#fince; however, we believe our generation busirmsains well-positioned for such air
pollution control regulations if and when they amplemented. These matters are discussed in ItdBnsiness—Environmental Matters.

As discussed in further detail under Item 1. BussreRegulatory Issues—Federal Regulation, the FER(&s under Order 1000 altered the
right of first refusal previously held by incumbaritiities to build all transmission within theiespective service territories. We are
challenging the FERC's determination in court aslw@ot believe that the FERC sufficiently justifis decision to alter this right embedded
in the FERC-approved contracts and tariffs. Atgame time, the FERC's action presents opporturfiitiass to construct transmission outside
of our service territory.
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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 sonmuofgeneration, transmission and distributionliées. The New Jersey Board of Public
Utilities (BPU) issued an order allowing PSE&G tefer actually incurred prudent, incremental stoesteoration costs not otherwise
recoverable through base rates or insurance. Rimgeeat the BPU on the prudency and recoveryavfrstrelated costs are pending. Power
also incurred significant storm-related expensemarily for repairs at certain of its coal and gmed generating stations in 2013. We are
seeking recovery from our insurers for the propdegnage, above our self-insured retentions; howeweassurances can be given relative to
the timing or amount of any such recovery. In JB023, we filed suit against the insurance carseeking legal interpretation of certain
terms in the insurance policies regarding lossggltiag from damage caused by Superstorm Sanayi® sturge. For more detailed
information, refer to Item 1. Business—Regulatang ééem 8. Financial Statements and Supplementatg-B Note 13. Commitments and
Contingent Liabilities for additional information.

In February 2013, we filed a petition with the BBE&bscribing our Energy Strong program, consistin§39 billion of proposed improveme
we recommend making to our gas and electric digioh systems over a ten-year period to improviieesy. In the petition, we sought
approval for $2.6 billion of the $3.9 billion ofiestments over an initial five- year period, plgsaciated expenses, and to receive
contemporaneous recovery of and on such investméfgsannot predict the outcome of this pendingg@eding. As proposed, we believe
that the rate impacts of the Energy Strong progrdlhbe significantly muted as a result of scheduteductions to customer bills that will be
taking place over the next few years and assunongjriued low gas prices. See Item 1. Business—Ratpilation for additional details.

During 2013, we continued to execute our five maggrional transmission projects for which we wessigned construction responsibility by
PJM. In December 2013, we were assigned construbfid®JM of a new transmission project that witypde a double-circuit 345kV line in
the Bergen-Linden Corridor to maintain reliabilifee Item 1. Business—Business Operations ance§watPSE&G for additional
information.

On January 1, 2014, we commenced operation of ¢img lLsland Power Authority (LIPA) transmission atistribution (T&D) system under
twelve-year contract with opportunity to extend #or additional eight years. Also, beginning in 20@&éwer will provide fuel procurement
and power management services to LIPA under sepagieements. See Item 1. Business—Business Qpeyatid Strategy—Other for
additional details.

Operational Excellence

We emphasize operational performance while devetpppportunities in both our competitive and retpdabusinesses. Flexibility in our
generating fleet has allowed us to take advanthgeadket opportunities presented during the yeave@semain diligent in managing costs. In
2013, our

° total nuclear fleet achieved an average capaaitypfan excess of 90% for the ninth consecutiver;
° outstanding performance allowed us to increasergénge to meet load

° construction of transmission and solar projecte@eded on schedule and within budget,

° utility ranked nationally in the top quartile foafety and reliability

Financial Strength

Our financial strength is predicated on a solicabaé sheet, positive cash flow and reasonableadgisted returns on increased investment.
Our financial position remained strong during 2@%3ve:

° had cash on hand of $493 millias of December 31, 20:

° extended the expiration date of approximately batur credit facilities, and maintained substdnttuidity and solid investment
grade credit ratings, as evidenced by the receudlitarating upgrades by Standard & Poor's (S&F}SEG, Power and PSE&G and
upgrade by Moody's of PSE&G as disclosed belowiguidity and Capital Resources—Credit Ratings,

° completed pension funding for 2013, which when ciomdb with strong market results and a higher distoate, resulted in a year-
end ratio of the value of our pension plan assetit projected pension benefit obligation of 1@écent,

° issued bonds at historically low rates at PSE&@fmance its maturing debt and fund its capitaigram, an

° paid an annual dividend of $1.44 and increasedralicated annual dividend for 2014 to $1

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

We utilize rigorous investment criteria when defihgycapital, and seek to invest in areas that cempht our existing business and provide
reasonable risk-adjusted returns. These areagdmcipgrading our energy infrastructure, respontbrigends in environmental protection and
providing new energy supplies in domestic marketh growing demand. In 2013 we:

° made additional investments in transmission infrecstire projects of $1.7 billio
° continued to execute our existing BRIgproved utility program
° obtained approval from the BPU to increase our dipgnup to $247 million and $199 million under &wolar 4 All Extension and

Solar Loan Il investment programs, respectively,
° approved additional investments in our existingagation facilities to increase output and improffeeiency, anc

° commenced operation of a newly constructed 19 M&rgwoject in Arizone

Future Outlook

Our future success will depend on our ability tatimue to maintain strong operational and finanp&iformance in a difficult economy and
costconstrained environment, to capitalize on or otliggvaddress appropriately regulatory and legigtadievelopments and to respond to
issues and challenges described below. In ordéo 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 tleedce we provide to our customers,
° advocate for measures to ensure the implementayidtdM and the FERC of market design rules thatiwoea to protect competitic
and achieve appropriate Reliability Pricing ModePM) and basic generation service (BGS) pricing,
° engage multiple stakeholders, including regulatgosernment officials, customers and investors
° successfully operate the LIPA T&D systt

For 2014 and beyond, the key issues and challemgesxpect our business to confront include:
° regulatory and political uncertainty, particulavjth regard to future energy policy, design of gyeand capacity markets,

transmission policy and environmental regulation,

° uncertainty in the national and regional econora@very, continuing customer conservation effatignges in energy usage
patterns and evolving technologies, which impastamer demand,

L the continuing potential for sustained lower natgess and electricity prices, both at market huix @ locationsvhere we operat

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

° delays and other obstacles that might arise in@ectiom with the construction of our transmissiod drstribution projects, including

in connection with permitting and regulatory appaisv
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RESULTS OF OPERATIONS

Years Ended December 31,

2013 2012 2011

Earnings (Losses) Millions

Power (A) $ 644 $ 66€ $ 1,01z
PSE&G (A) 61z 52¢ 521
Other (B) (23 81 (227)
PSEG Income from Continuing Operations 1,24: 1,27¢ 1,40
Income (Loss) from Discontinued Operations, InahgdGain on Disposal (C) — — 96
PSEG Net Income $ 1,247 $ 1,278 % 1,50z

Years Ended December 31,

Earnings Per Share (Diluted) 2013 2012 2011

PSEG Income from Continuing Operations $ 245 $ 251 $ 2.71
Income from Discontinued Operations, Including GainDisposal (C) — — 0.1¢
PSEG Net Income $ 24t $ 251 $ 2.9¢

(A) Power's results in 2013 and 2012 include aftertgenses, net of insurance recoveries, of $32amiind $39 million, respectively,

and PSE&G's results in 2012 include after-tax espsrof $24 million for O&M costs due to severe dgeneaused by
Superstorm Sandy. See Item 8. Financial StatenaactSupplementary Data— Note 13. Commitments amdi@gent
Liabilities .

(B) Other includes an after-tax charge of $170 milkaken in 2011 at Energy Holdings related to themesfor assets underlying a
leveraged lease receivable. See Item 8. Finanta#di@ents and Supplementary Data— Note 8. FinariReugivables .

(C) See Item 8. Financial Statements and SuppleneBata— Note 4. Discontinued Operations and @8&fons.

The 2013 year-over-year decrease in our Income €omtinuing Operations/Net Income was driven priipday:

lower volumes of electricity sold under Power'sib@eneration service (BGS) contracts at lower ageprice:

lower volumes of wholesale load contracts in thelRéd New England (NE) regiol

unfavorable amounts related to the markrtarket (MTM) activity, discussed belc

higher generation costs due to higher fuel c

higher planned outage and maintenance costs afrceftour fossil and nuclear plants, partiallyseff by cost control measui
the absence of the gain on the Dynegy settleme2d12 (see Item 8. Financial Statements and Sumpltary Data— Note 8.
Financing Receivables ), and

higher Income Tax Expense due to the absence difdagfits related to the settlement of the 19972A&E audits in 2012 (see

Item 8. Financial Statements and Supplementary-Bdtate 20. Income Taxes ).

These decreases were largely offset by

higher capacity revenues in the PJM region regyftiom higher average prices as well as higher iggioa sold primarily in the PJ

region,
higher average gas prices on increased salestopthity customers, a

higher revenues due to increased investmentsrismession project




44




Table of Contents

The 2012 year-over-year decrease in our Income fomtinuing Operations was driven by:

° lower average pricing and volumes for electricitydsunder our BGS contrac

° lower average prices realized on generation saddvarious power pool

° unfavorable amounts related to the MTM activitysadissed beloy

° higher O&M costs due to severe damage caused bgrSopm Sandy to our transmission and distribusigstem throughout our

service territory as well as to some of our genenahfrastructure in the northern part of New égrs

The decreases were partially offset by:
° the absence of the $170 million after-tax charggerian 2011 on leveraged leases related to Dyned\ttee settlement proceeds

received in 2012 (see Item 8. Financial StatemamésSupplementary Data— Note 8. Financing Recedgahland
° higher transmission revenues at PSE

Our results include the realized gains, losseseandings on Power’s Nuclear Decommissioning TIN&T) Fund and other related NDT
activity. Net realized gains, interest and dividémzbme and other costs related to the NDT Fundeerded in Other Income and
Deductions, and impairments on certain NDT seagitire recorded as Other-Than-Temporary Impairméntsrest accretion expense on
Power's nuclear Asset Retirement Obligation (ARecorded in Operation and Maintenance Expenseelhas the depreciation related to
the ARO asset. In September 2012, we restructupsateon of our NDT Fund and realized gains of $&flion. The investments were
transitioned to new investment managers.

Our results also include the after-tax impactsani-trading MTM activity, which consist of the fingial impact from positions with forward
delivery dates.

The combined after-tax impact on Income from Caiitig Operations for the years ended December 313 20012 and 2011 include the
changes related to NDT Fund and MTM activity shawthe chart below:

Years Ended December 31, 2013 2012 2011
Millions, after tax
NDT Fund and Related Activity $ 4C $ 52 $ 5C
Non-Trading MTM Gains (Losses) $ (74) $ (10 $ 107
PSEG

Our results of operations are primarily compriséthe results of operations of our principal opemgisubsidiaries, Power and PSE&G,
excluding charges related to intercompany transastiwhich are eliminated in consolidation. Foriaddal information on intercompany
transactions, see Item 8. Financial StatementsSapglementary Data— Note 24. Related-Party Traimsest
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Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
2013 2012 2011 2013 vs. 2012 2012 vs. 2011
Millions Millions % Millions %
Operating Revenues $ 9966 $ 9,781 $ 11,07¢ $ 187 2 $ (1,29 (12
Energy Costs 3,53¢ 3,71¢ 4,74 (189) (5) (1,029 (22
Operation and Maintenance 2,88 2,63 2,481 25k 10 151 6
Depreciation and Amortization 1,17¢ 1,05¢ 97¢ 124 12 78 8
Income from Equity Method
Investments 11 12 4 (D) (8) 8 N/A
Other Income and (Deductions) 15¢ 162 13t 3 2 27 20
Other-Than-Temporary
Impairments 12 18 22 (6) (33 (4) (18)
Interest Expense 40z 42: 47t (22) (5) (52 (11
Income Tax Expense 81z 73€ 977 7€ 10 (241) (25)
Income from Discontinued
Operations, including Gain on
Disposal, net of tax — — 9€ — — (96) (200

For a detailed explanation of the variances, sedafiowing discussions for Power and PSE&G.

Power
Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
Power 2013 2012 2011 2013 vs. 2012 2012 vs. 2011
Millions Millions % Millions %
Operating Revenues $ 506 $ 487 $ 6,15 $ 19C 4 $ (1,279) (22)
Energy Costs 2,49¢ 2,381 3,04« 11F 5 (663) (22
Operation and Maintenance 1,22¢ 1,127 1,10¢ 97 9 22 2
Depreciation and Amortization 273 242 22¢ 31 13 14 6
Income from Equity Method
Investments 16 15 14 1 7 1 7
Other Income (Deductions) 10t 111 111 (6) (5) — —
Other-Than-Temporary Impairmer 12 18 20 (6) (33 2 (20
Interest Expense 11€ 132 17t (16) 12 (43) (25
Income Tax Expense 41¢ 432 69C (14) 3 (257) (37
Income (Loss) from Discontinued
Operations, Including Gain on
Disposal — — 96 — — (96) (200

Year Ended December 31, 2013 as compared to 2012

Operating Revenuesdncreased $190 million due to changes in generatighsupply revenues.

Generation Revenuesicreased $102 million due primarily to

° an increase of $341 million due to higher capa@tyenues resulting from higher average auctioreprand an increase in operating

reserve revenues in PJM, and
° higher net revenues of $36 million due primarilyhigher generation sold in the PJM and NE regiarfiypoffset by higher MTM

losses in 2013 resulting from an increase in priceforward positions in the PJM and NE regions,
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° partially offset by a decrease of $155 million guenarily to lower volumes of electricity sold undeur BGS contracts and lower
average pricing, and

° a net decrease of $120 million due to lower voluoresvholesale load contracts in the PIM and NEore

Gas Supply Revenueéscreased $88 million due primarily to

° a net increase of $40 million in sales under th&SBG&ontract, 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 $48 million due primarily to teglaverage gas prices and higher sales volumégdoparty customer

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 $1illlomdue to

° Gas costsncreased $40 million , principally related to galfions under the BGSS contract, reflecting higiades volumes in 2013
due to colder average temperatures during the 2@it8r heating season and higher volumes on thartysales, partially offset by
lower average gas inventory costs.

° Generation costincreased $75 million due primarily to $84 milliohhigher fuel costs, reflecting higher averagdized natural
gas prices, higher nuclear fuel costs and thezatitin of higher volumes of coal and oil, partiadfyset by lower average coal pric
and lower average unrealized natural gas pricdsrarard positions.

Operation and Maintenanceincreased $97 million due primarily to
° higher planned outage and maintenance costs in, 2@di8ly at our gas-fired Bethlehem Energy CerB&Q) plant in New York,

Bergen gas-fired plant in New Jersey, Linden gesdfplant in New Jersey and 23%-owned Conemaugkiced plant in
Pennsylvania, partially offset by lower storm cast2013, and
L higher outage costs at our nuclear generatingtiasil primarily at our 100%wned Hope Creek static

Depreciation and Amortization increased $31 million due primarily to a higher iable asset base at Fossil and Nuclear, indudin
placing into service the new géieed peaking units at Kearny, New Jersey and Neweth, Connecticut in June 2012, completion of thars
path retrofit upgrade at our @wned Peach Bottom Unit 2 in October 2012, andipiptvo solar facilities into service in the foudharter o
2012. In addition, an update to the nuclear asteement obligation became effective in Novemb&t2, causing higher depreciation in
2013.

Income from Equity Method Investmentsexperienced no material change.

Other Income (Deductions)decreased $6 million due primarily to lower NDT Buealized gains in 2013, partially offset by lowddT
Fund realized losses in 2013. In addition, we recteyl a loss on the extinguishment of debt in 2012.

Other-Than-Temporary Impairments decreased $6 million due to lower impairments e NIDT Fund in 2013.

Interest Expensedecreased $16 million due primarily to a decredsk28 million resulting from the maturity of $300lhon of 2.50% of
Senior Notes in April 2013, and the early redemptiof $250 million of 5.00% medium term notes andous tax-exempt bonds in
December 2012, partially offset by higher intei@stts of $6 million in 2013 since interest cap#afion ceased for our Kearny and New
Haven gas-fired peaking projects on their June 20&2rvice date.

Income Tax Expenselecreased $14 million in 2013 due primarily to loywee-tax income.

Year ended December 31, 2012 as compared to 2011

Operating Revenuedecreased $1,277 million due to changes in geweratid supply revenues.

Generation Revenuegecreased $974 million due primarily to

° lower net revenues of $564 million due primarilyldever average realized prices for our generatad sto the PJIM and NY pow

pools and MTM losses due from the realization @myear unrealized gains and adverse changesrealied prices in 2012 for
forward positions,

° a decrease of $264 million due primarily to lowee@ge pricing and lower volumes of electricitydsohder our BGS contracts,



primarily as a result of warmer winter weather 012 as well as customer migration, and

a net decrease of $154 million due to lower voluoresvholesale load contracts in the PIM and NEoreg
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° partially offset by a net increase of $7 millionather revenues consisting of higher net capaeigmues, partially offset by lower

operating reserve, ancillary and RMR revenues.

Gas Supply Revenuetecreased $336 million due primarily to
° a decrease of $306 million in sales under the B&8firact, substantially comprised of lower avergag prices on lower volumes

of sales in 2012 due to warmer average temperatiumsg the first quarter of 2012, and
° a net decrease of $31 million due primarily to loaeerage prices, partially offset by higher salgismes to third party custome

Trading Revenuedcreased $33 million in 2012 due to the discorgtron of trading activities in the second quarte2@l1. As a result, the
increase is due primarily to the absence of loeseslectric energy supply contracts recognizedihl2

Operating Expenses

Energy Costsrepresent the cost of generation, which includesdasts for generation as well as purchased enerigpe market, and gas
purchases to meet Power’s obligation under its B&@ract with PSE&G. Energy Costs decreased $66@mdue to

° Gas costslecreased $312 million, principally related to ghations under the BGSS contract, reflecting lowerage gas inventory
costs coupled with lower sales volumes in 2012 ghrearily to warmer average temperatures durindfitisequarter of 2012.

° Generation costslecreased $351 million due primarily to $227 miiliof lower fuel costs, reflecting the utilizatiohlower
volumes of coal and lower average natural gas grigartially offset by the utilization of higherlumes of natural gas and higher
nuclear fuel prices in 2012. The decrease wasatsbutable to $152 million of lower energy purska, primarily in the PIM
region as a result of lower load contract volunme012, and $31 million of lower emission charges tb lower coal generation in
the PIM and NE regions and impairment chargesdedan 2011 related to excess Sgnission allowances. These decreases were
partially offset by an increase of $59 million duémnarily to higher congestion costs in the PIJMaag

Operation and Maintenanceincreased $22 million due primarily to

° an increase of $85 million due to damage from Sstpan Sandy for repairs to certain of our genenggilants, primarily those in
our fossil fleet, and to recognize the estimated lof use of fossil materials and supplies, paytatfset by a $19 million insurance
recovery, and

° a net increase of $64 million due to higher refugltosts in 2012 for refueling outages at our 1@Whed Hope Creek nuclear unit
and our 57%-owned Salem Unit 2 as compared to lirfueutages for both of our 57%-owned Salem nualedts in 2011,

° partially offset by a net decrease of $109 milliargely due to lower fossil planned outages in 284@ lower maintenance costs,
principally at our BEC station, our gas-fired Bergmnd Linden facilities and coal/gas-fired Hudsod Mercer plants in New
Jersey, and 23%-owned Conemaugh plant, as well the tabsence of costs incurred for the cancefiaia renegotiation of a

major contractual agreement for parts and serwic2611.

Depreciation and Amortization increased $14 million due primarily to higher dejiable asset bases at Fossil and Nuclear, inclyzlang
into service the new gas-fired peaking units atrigaNew Jersey and New Haven, Connecticut in 223 and completion of the steam
path retrofit upgrades at our co-owned Peach Botiimits 2 and 3 in October 2012 and October 201sheetively.

Income from Equity Method Investmentsexperienced no material change.
Other Income (Deductions)experienced no material change.
Other-Than-Temporary Impairments decreased $2 million due to lower impairments it26n the NDT and Rabbi Trust Funds.

Interest Expensedecreased $43 million due primarily to a decredskbb million resulting primarily from the maturityf $606 million of
7.75% Senior Notes in early April 2011 and theyesetlemption of $600 million of 6.95% Senior Note®ecember 2011, partially offset by
increases of $12 million due to two $250 milliom&e Notes issuances in September 2011 and $milti higher interest costs since
interest capitalization ceased for our Kearny aetNMaven projects in their June 2012 in-service.dat

Income Tax Expensedecreased $257 million in 2012 due primarily to éoyre-tax income.
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Income (Loss) from Discontinued Operations

In 2011, we sold our two 1,000 MW combined-cyclegrating facilities in Texas in separate transastion March 2011, we completed the
sale of one plant for proceeds of $352 millionragéter-tax gain of $54 million. In July 2011, wenspleted the sale of the second plant for
proceeds of $335 million at an after-tax gain db $2illion. The results of operations for both pkfdar 2011, including the gain on the sales
of the plants, are included in this category. $em 8. Financial Statements and Supplementary DaMate 4. Discontinued Operations and
Dispositions for additional information.

PSE&G
Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
PSE&G 2013 2012 2011 2013 vs. 2012 2012 vs. 2011

Millions Millions % Millions %
Operating Revenues $ 6,658 $ 6,626 $ 7,32¢ $ 29 — 8 (700) (20
Energy Costs 2,841 3,15¢ 3,951 (318 (10) (792) (20)
Operation and Maintenance 1,63¢ 1,50¢ 1,37 131 9 13€ 10
Depreciation and Amortization 872 77¢ 71¢ 94 12 59 8
Taxes Other Than Income Taxes 68 98 13z (30 (32) (35) (26)
Other Income (Deductions) 51 47 21 4 9 26 N/A
Other-Than-Temporary Impairmen — — 1 — — (@D} (200
Interest Expense 293 29t 31C 2 (1) (15) (5)
Income Tax Expense 381 307 34C 74 24 (33 (10

Year Ended December 31, 2013 as compared to 2012

Operating Revenuesdncreased $29 million due primarily to changesetivery, clause, commodity and other operating neres.
Delivery Revenueincreased $223 million due primarily to an incremsgansmission revenues.

° Transmission revenues were $184 million higthee to increased investments in transmission pisc

° Gas distribution revenues increased $24 million phirarily to higher sales volumes of $70 milliohigher Capital Infrastructure
Program (CIP) related revenue of $23 million arghbr revenue from Solar and Energy Efficiency RecpCharges (formerly
RRC and currently Green Program Recovery ChargeR@@) of $5 million , partially offset by lower Weeer Normalization
Clause (WNC) revenue of $67 million due to morenmalrweather compared to the prior year and lowans3itional Energy
Facilities Assessment (TEFA) revenue of $7 millthre to a lower TEFA rate .

° Electric distribution revenues increased $15 millitue primarily to higher GPRC of $37 million andtrer CIP related revenue of
$11 million , partially offset by lower TEFA reveawf $23 million due to a lower TEFA rate and lowates volumes of $10

million .

Clause Revenueinicreased $110 million due primarily to higher S&#@ation Transition Charge (STC) revenues of $tillion , higher
Societal Benefit Charges (SBC) of $47 million arlsigher Solar Pilot Recovery Charge (SPRC) of $lllian . The changes in STC, SBC
and SPRC amounts were entirely offset by the agaiitin of related costs (Regulatory Assets) in O&Mpreciation and Amortization and
Interest Expense. PSE&G does not earn margin on SBC or SPRC collections.

Commodity Revenudecreased $318 million due to lower Electric and @aenues. This is entirely offset as savingsnerfy Costs.
PSE&G earns no margin on the provision of BGS a@®&B to retail customers.

° Electric revenues decreased $308 million due pilynr $169 million in lower BGS revenues and $I8Blion in lower revenues
from the sale of Non-Utility Generation (NUG) engi@nd collections of Non-Utility Generation ChardB&sC) due primarily to
lower prices. BGS sales decreased 4% due primaritystomer migration to third party suppliers (JR8d weather.

° Gas revenues decreased $10 million due to lowerB@&es of $121 million , partially offset by hgghBGSS volumes of $111



million . The average price of natural gas was 1@¥er in 2013 than in 2012.
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Other Operating Revenueacreased $14 million due primarily to increasederaues from our appliance repair business and ttaseeus
electric operating revenues.

Operating Expenses
Energy Costsdecreased $318 million . This is entirely offsetGymmodity Revenue.
° Electric costs decreased $308 million or 14% dug2tb4 million in lower BGS and NUG volumes, $35Imit of lower BGS price:

and $59 million for decreased deferred cost rego\BGS and NUG volumes decreased 1836 primarily to customer migration
TPS.

° Gas costs decreased $10 million or 1% due to $likibmor 12% in lower prices, partially offset 8411 million or 11% in higher
sales volumes due primarily to weather.

Operation and Maintenanceincreased $131 million , of which the most sigrafit components were

° a $131 million increasim costs related to SBC, GPRC and ¢

° a $24 million increasm transmission related costs, .

° a $10 million increasm appliance service cos

° partially offset by the absence of $40 milliontransmission and distribution storm damageditZ
° a $10 million decreasa pension and other postretirement benefits (OREB®ENses, al

° an $11 million decreasa gas bad debt expen

Depreciation and Amortization increased $94 million due primarily to
° a $59 million increasi amortization of Regulatory Assets, |

° a $33 million increas additional plant in servic

Taxes Other Than Income Taxeslecreased $30 million due to a lower TEFA ratertiglly offset by higher sales volumes for gas.
Other Income and (Deductionshet increase of $4 million was due primarily to
° a $5 million increase solar loan interest incon

° partially offset by a $1 million decreaseRabbi Trust interest and gai

Interest Expenseexperienced no material change.

Income Tax Expensencreased $74 million due primarily to higher pag-tncome and the absence of tax benefits relatéuktsettlement of
the 1997-2006 IRS audits in 2012.

Year ended December 31, 2012 as compared to 2011
Operating Revenueslecreased $700 million due to changes in delividayise, commodity and other operating revenues.

Commodity Revenudecreased $792 million due to lower Electric and @&aenues. This is entirely offset as savingsnergy Costs.
PSE&G earns no margin on the provision of BGS a@®&B to retail customers.

° Electric revenues decreased $488 million due pilynr $431 million in lower BGS revenues and $5iflion in lower revenues
from the sale of NUG energy and collections of N@&@ primarily to lower prices. BGS sales decred22d due primarily to
customer migration to TPS; in contrast, delivetesaecreased only 1%.

° Gas revenues decreased $304 million due to loweSB®Ilumes of $115 million and lower BGSS price$189 million. The
average price of natural gas was 15% lower in 2648 in 2011.

Delivery Revenuemcreased $83 million due primarily to an incremsgansmission revenues.
° Transmission revenues were $83 million higher dueadreased investments in transmission proj

° Electric distribution revenues decreased $6 mildae primarily to lower TEFA revenue of $22 millidame to a lower TEFA rate a

lower sales volumes of $13 million, partially offss higher GPRC revenue of $20 million and higG&P revenue of $9 million.

50






Table of Contents

° Gas distribution revenues increased $4 million piimarily to higher WNC revenue of $52 million ahigjher CIP revenue of $8
million, partially offset by lower sales volumes$®43 million, and lower TEFA revenue of $13 millidne to a lower TEFA rate.

Clause Revenueinicreased $12 million due primarily to higher STEvenues of $19 million, partially offset by loweBS of $6 million and
Margin Adjustment Clause (MAC) of $2 million. Theanges in STC, SBC and MAC amounts were entirdgebby the amortization of
related costs (Regulatory Assets) in O&M, Depréaraand Amortization and Interest Expense. PSE&Esdmwt earn margin on SBC, ST(
MAC collections.

Operating Expenses
Energy Costsdecreased $792 million. This is entirely offset@ymmodity Revenue.
° Electric costs decreased $488 million or 18% du®2®8 million in lower BGS and NUG volumes, $20dliom of lower BGS

prices, and $28 million for decreased deferred mstvery. BGS and NUG volumes decreased 10% domaply to customer
migration to TPS.

° Gas costs decreased $304 million or 24% due to $1illibn or 9% in lower sales volumes due primatiyweather and $189
million or 15% in lower prices.

Operation and Maintenanceincreased $136 million, of which the most signifitaomponents were

° a $32 million increase in costs recognized rel&e8BC, GPRC and CI
° a $27 million increase in pension and OPEB expeg

. a $17 million increase in storm dama

° a $10 million increase in transmission related cestt(

° a $7 million increase in payroll cos

Depreciation and Amortization increased $59 million due primarily to
° a $39 million increase in amortization of Regulgtdssets, ar

° a $21 million increase in additional plant in sea

Taxes Other Than Income Taxeslecreased $35 million due to a lower TEFA rate lamer sales volumes for electric and gas.
Other Income and (Deductionshet increase of $26 million was due primarily to

° a $14 million increase in capitalized allowancedquity funds used during constructi
° an $8 million increase in solar loan interest ineg@n:
° a $4 million increase in Rabbi Trust interest anthg

Other-Than-Temporary Impairments experienced no material change.

Interest Expensedecreased $15 million due primarily to the pant&lemption of securitization debt and higher irgeoapitalization related
to higher construction work in progress, partiaffset by interest relating to the new debt issime2i012.

Income Tax Expenselecreased $33 million due primarily to changesiareserves related to settlement of IRS tax audits
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LIQUIDITY AND CAPITAL RESOURCES

The following discussion of our liquidity and caglitesources is on a consolidated basis, notinggbe and contributions, where material, of
our two direct major operating subsidiaries.

Financing Methodology

We expect our capital requirements to be met throntgrnally generated cash flows and externahfiivegs, consisting of short-term debt for
working capital needs and long-term debt for caiteestments.

PSE&G'’s sources of external liquidity include a @60illion multi-year syndicated credit facility. E&G’s commercial paper program is the
primary vehicle for meeting seasonal, intra-montt eemporary working capital needs. PSE&G doesnghge in any intercompany
borrowing or lending. PSE&G maintains back-up fties in an amount sufficient to cover the commedrpaper and letters of credit
outstanding. PSE&G's dividend payments to PSEGansistent with its capital structure objectivegalithave been established to maintain
investment grade credit ratings. PSE&G’s long-téimancing plan is designed to replace maturitigagdfa portion of its capital program and
manage short-term debt balances. Generally, PSEs®G either secured medium-term notes or first raggdonds to raise long-term capital.

PSEG, Power, Energy Holdings, PSEG LI and PSEGi&=r\orporation participate in a corporate moragl,pan aggregation of daily cash
balances designed to efficiently manage their respeshortterm liquidity needs. Long Island Electric Utili§ervco LLC (ServCo), a whol
owned subsidiary of PSEG LI, does not participatthe corporate money pool. ServCo's short-termidity needs are met through an
account funded and owned by LIPA.

PSEG's sources of external liquidity include mykiar syndicated credit facilities totaling $1 loilli. These facilities are available to back-
stop PSEG’s commercial paper program, issue letfersedit and for general corporate purposes. @ lfasilities may also be used to provide
support to PSEG's subsidiaries. PSEG'’s creditifi@siland the commercial paper program are availabsupport PSEG working capital
needs or to temporarily fund growth opportunitiegdvance of obtaining permanent financing. Fronetio time, PSEG may make equity
contributions or provide credit support to its sdizgies.

Power’s sources of external liquidity include $Bilfion of syndicated multi-year credit facilitieddditionally, from time to time, Power
maintains bilateral credit agreements designeai@amce its liquidity position. Credit capacity isnparily used to provide collateral in supg

of Power's forward energy sale and forward fuethase contracts as the market prices for energyumhdluctuate, and to meet potential
collateral postings in the event of a credit ratilogvngrade below investment grade. Power’s divideegments to PSEG are also designed to
be consistent with its capital structure objectimbdch have been established to maintain investmeate credit ratings and provide suffici
financial flexibility. Generally, Power issues seniinsecured debt to raise long-term capital.

Operating Cash Flows

We expect our operating cash flows combined wighaa hand and financing activities to be suffitierfund capital expenditures and
shareholder dividend payments.

For the year ended December 31, 2013, our opgratish flow increased by $371 million . For thery@aded December 31, 2012 , our
operating cash flow decreased by $770 million. fibechanges were due to net changes from our sabsglas discussed below.
Power

Power’s operating cash flow decreased $106 mifiom $1,453 million to $1,347 million for the yeanded December 31, 2013, as
compared to 2012 , primarily resulting from

° lower earnings anc

° higher tax payments

° partially offset by a decrease of $73 millisrated to margin deposits, ¢
° a decrease of $26 millian employee benefit plan fundir

Power’s operating cash flow decreased $364 miftiom $1,817 million to $1,453 million for the yeanded December 31, 2012, as
compared to 201 1primarily resulting from lower earnings and a $iillion decrease from lower net collections ofioterparty receivable
partially offset by
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° a decrease of $57 million in benefit plan fund

° a $73 million decrease in spending for fuel, materand supplies, a

° a $249 million decrease in net payment of countéypeyables
PSE&G

PSE&G's operating cash flow increased $389 milfimm $1,256 million to $1,645 million for the yeanded December 31, 2013, as
compared to 2012 , due primarily to

° higher earnings

° an increase of $134 million due to an increase faomet change in regulatory deferrals primarilated to BGSS gas costs and the
collection of Gas Weather Normalization Charges, an

° a decrease of $47 million in benefit plan fund

° partially offset by $114 million related tagher tax paymen

PSE&G's operating cash flow decreased $520 miliiom $1,776 million to $1,256 million for the yeanded December 31, 2012 , as
compared to 2011 , due primarily to

° a lower tax receipt of $484 million due to lowenkét of accelerated tax depreciation,

° a decrease of $306 million due to lower collectifrosn customer billing:

° partially offset by a decrease of $117 million enkfit plan funding, ar

° a decrease of $88 million in net prepayments diregpily to the application of prior year prepaymeatryforwards towards

current year state tax liabilities

Short-Term Liquidity

We continually monitor our liquidity and seek tadachpacity as needed to meet our liquidity requinets. Each of our credit facilities is
restricted as to availability and use to the specibmpanies as listed below; however, if necessheyPSEG facilities can also be used to
support our subsidiaries’ liquidity needs. Our katadit facilities and available liquidity as oebember 31, 2013 were as follows:

As of December 31, 2013
Total Available
Company/Facility Facility Usage Liquidity
Millions
PSEG $ 1,00 $ 8 $ 99z
Power 2,70C 17C 2,53(
PSE&G 60C 73 527
Total $ 4,300 $ 251 % 4,04¢

As of December 31, 2013, our credit facility capawas in excess of our projected maximum liqyidi#quirements over our 12 month
planning horizon. Our maximum liquidity requiremgmtre based on stress scenarios that incorporabges in commodity prices and the
potential impact of Power losing its investmentdgraredit rating. PSE&G'’s credit facility primargauis to support its Commercial Paper
Program under which as of December 31, 2013, $i6iomwas outstanding. Most of our credit fac#iti expire in 2017 and 2018. For
additional information, see Item 8. Financial Sta¢ats and Supplementary Data— Note 13. CommitrreardsContingent Liabilities and
Note 14. Schedule of Consolidated D.
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Long-Term Debt Financing

PSE&G has $250 million of 5.00% , Series D, Meditienm Notes and $250 million of 0.85% , Series GdMm Term Notes both maturing
in August 2014 .

Power has a $44 million pollution control facilgiban servicing and securing a Pennsylvania EcanBevelopment Financing Authority
(PEDFA) bond due November 2042 . The bond is bablyea three-year letter of credit that expires owBmber 2014 The PEDFA bond he
been reclassified as debt due within the year.

For a discussion of our long-term debt transactéring 2013 and into 2014 , see Item 8. Finarf8fatements and Supplementary Data—
Note 14. Schedule of Consolidated D.

Debt Covenants

Our credit agreements contain maximum debt to ggattos and other restrictive covenants and cariitto borrowing. We are currently in
compliance with all of our debt covenants. Contahaempliance with applicable financial covenanth deépend upon our future financial
position, level of earnings and cash flows, as lctv no assurances can be given.

In addition, under its First and Refunding Mortgdlylortgage), PSE&G may issue new First and Refupdiiortgage Bonds against previous
additions and improvements, provided that its rafiearnings to fixed charges calculated in acamdavith its Mortgage is at least 2 tol ,
and/or against retired Mortgage Bonds. As of Decamdli, 2013 , PSE&G’s Mortgage coverage ratio wagall and the Mortgage would
permit up to approximately $2.7 billiamggregate principal amount of new Mortgage Bondsettssued against additions and improvemel
its property.

Default Provisions

Our bank credit agreements and indentures continuws default provisions that could result in fagential acceleration of payment under
the defaulting company’s agreement. We have naudiefd under these agreements.

PSEG's bank credit agreements contain cross defealisions under which events at Power or PSE&GIpding payment defaults,
bankruptcy events, the failure to satisfy certa&ialfjudgments or other events of default undeir tireancing agreements, would each
constitute an event of default. Under the bankitegteements, it would be an event of defaulbihbPower and PSE&G cease to be wholly
owned by PSEG.

There are no cross default provisions to affiliateBower’'s or PSE&G'’s credit agreements or indesgu

Ratings Triggers

Our debt indentures and credit agreements do maaicoany material ‘ratings triggers’ that wouldusa an acceleration of the required
interest and principal payments in the event aftengs downgrade. However, in the event of a doaagrany one or more of the affected
companies may be subject to increased interest oostertain bank debt and certain collateral reguénts. In the event that we are not able
to affirm representations and warranties on craglieements, lenders would not be required to nkesl

Fluctuations in commodity prices or a deterioratidifPower’s credit rating to below investment gradeld increase Power’s required margin
postings under various agreements entered inteeimoérmal course of business. Power believes istifiigient liquidity to meet the required
posting of collateral which would likely result froa credit rating downgrade at today’s market fsrice

In accordance with BPU requirements under the B&racts, PSE&G is required to maintain an investngeade credit rating. If PSE&G
were to lose its investment grade rating, it wdwddrequired to file a plan to assure continued patrfor the BGS requirements of its
customers.

PSE&G is the servicer for the bonds issued by PSH&&hsition Funding LLC and PSE&G Transition FurgdlhLLC. Cash collected by
PSE&G to service these bonds is commingled with&SE other cash until it is remitted to the bondsiee each month. If PSE&G were to
lose its investment grade rating, PSE&G would lopiired to remit collected cash daily to the bongtee. PSE&G is prohibited from
advancing its own funds to make payments relatediéh bonds.
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Common Stock Dividends

Years Ended December 31,

Dividend Payments on Common Stock 2013 2012 2011
Per Share $ 144 $ 14z $ 1.37
in Millions $ 728 % 71 $ 692

On February 18, 2014, our Board of Directors appdoa $0.370 per share common stock dividend fofitsiequarter of 2014. This reflects
an indicated annual dividend rate of $ 1.48 peresh&/e expect to continue to pay cash dividendswrcommon stock; however, the
declaration and payment of future dividends to bddbf our common stock will be at the discretidthe Board of Directors and will depend
upon many factors, including our financial conditi@arnings, capital requirements of our businesdtesnate investment opportunities, legal
requirements, regulatory constraints, industry ficacand other factors that the Board of Directtgems relevant.

Credit Ratings

If the rating agencies lower or withdraw our cradtings, such revisions may adversely affect theket price of our securities and serve to
materially increase our cost of capital and lintitess to capital. Outlooks assigned to ratingasaifellows: stable, negative (Neg) or positive
(Pos). There is no assurance that the ratingsaiitinue 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 evadlisdependently of the other agencies'
ratings. The ratings should not be construed d@sdication to buy, hold or sell any security.

In April 2013, S&P upgraded the corporate credings on PSEG, Power and PSE&G to BBB+ from BBB B&E&G's Mortgage Bond
rating to A from A-. PSEG's, Power's and PSE&Gtomks were changed to stable from positive. In N8¢3, Moody's published updated
credit opinions on PSEG, Power and PSE&G. PSE®GisePs and PSE&G's ratings and outlooks remainetiamged. In July 2013, Fitch
published updated research on PSEG, Power and PS#ESch kept their ratings and outlooks unchangedldnuary 2014, Moody’s
upgraded PSE&G’s Mortgage Bond Rating from Al t@Aad its commercial paper rating from P2 to PE&GS's outlook is stable.

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 Aa3 A A+

Commercial Paper P1 A2 F2

(A) Moody's ratings range from Aaa (highest) t¢l@vest) for long-term securities and P1 (high&st)NP (lowest) for short-term
securities.

(B) S&P ratings range from AAA (highest) to D (lest) for long-term securities and Al (highest) tddvest) for shorterm securitie:
(C) Fitch ratings range from AAA (highest) to D\{lest) for long-term securities and F1 (highesi) thowest) for shorterm securitie:

Other Comprehensive Income

For the year ended December 31, 2013, we had Qdmaprehensive Income of $293 million on a consaéd basis. Other Comprehensive
Income was due primarily to a $55 million increaseet unrealized gains related to Available-foteS3ecurities, and a $247 milliatecreas
in our consolidated liability for pension and pesitement benefits and was partially

55




Table of Contents

offset by $9 million of unrealized losses on detiwe contracts accounted for as hedges. See Itéfm8ncial Statements and Supplementary
Data— Note 21. Accumulated Other Comprehensiverire¢loss), Net of Tax for additional information.

CAPITAL REQUIREMENTS

It is expected that all of our capital requirememitsr the next three years will come from a comtameof internally generated funds and
external debt financing. Projected capital consioucand investment expenditures, excluding nudiealrpurchases, for the next three years
are presented in the table below. These amountuéject to change, based on various factors. Weavitinue to approach non-regulated
solar and other renewables investments opportoaibtj seeking projects that will provide attraetitisk-adjusted returns for our sharehold

2014 2015 2016

Power: Millions
Baseline $ 21C $ 21C $ 21C
Environmental/Regulatory 8t 55 35
Fossil Growth Opportunities 4C 15 —
Nuclear Expansion 14C 85 25
Solar Expansion 5 — —
Total Power $ 48C $ 365 % 27C
PSE&G:
Transmission

Reliability Enhancements $ 1,43t % 1,29C $ 97t

Facility Replacement 11C 12t 13t

Support Facilities 1C 15 15
Distribution

Reliability Enhancements 9C 85 95

Facility Replacement 14t 16C 16C

Support Facilities 45 45 45

New Business 15¢& 15¢& 16C

Environmental/Regulatory 4C 40 40
Renewables 12t 12t 55
Total PSE&G $ 2,158 $ 2,040 $ 1,68(
Services 45 35 25
Total PSEG $ 2,68 $ 244 % 1,97¢

Power

Power’s projected expenditures for the various #¢isted above are primarily comprised of the fellog:

° Baseline—investments to replace major parts and enhancateal performanc

° Environmental/Regulatory#rvestments made in response to environmentalatmy or legal mandate

° Fossil Growth Opportunitiestvestments associated with upgrades to incredisgeaty and output at combined cycle pla
° Nuclear Expansic—investments associated with certain Nuclear chpitgects, primarily at existing facilities desigphto

increase operating output.

In 2013, Power made $415 million of capital expgemds, excluding $194 million for nuclear fueljmarily related to various projects at
Fossil and Nuclear.
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PSE&G

PSE&G'’s projections for future capital expendituiedude material additions and replacements ttrdissmission and distribution systems to
meet expected growth and to manage reliabilitypfsgect scope and cost estimates develop, PSE&Gnaillify its current projections to
include these required investments. PSE&G's prepteixpenditures for the various items reported alaoe primarily comprised of the
following:

° Reliability Enhancementsivestments made to maintain the reliability arfitiefncy of the system or functic
° Facility Replacementinvestments made to replace systems or equipmeéiridr.
° Support Facilities—ancillary equipment needed topsut the business lines, such as computers, dffitgture and buildings and

structures housing support personnel or equipnmsetfitory.

° New Busines—investments made in support of new business (@add new customer
° Environmental/Regulatory-#rvestments made in response to environmentalatmy or legal mandate
° Renewables-iavestments made in response to regulatory or iegaldates relating to renewable ene

In 2013 , PSE&G made $2,207 million of capital exgitures, including $2,175 million of investmentglant, primarily for transmission and
distribution system reliability and $32 million #olar loan investments. This does not include ediperes for certain energy efficiency and
renewable programs of $8 million or cost of remowalt of salvage, of $93 million , which are incddin operating cash flows.

Additional Projects

In February 2013, we filed a petition with the BBE&bkcribing the improvements we recommend makirautaelectric and gas distribution
systems over a ten year period to improve resiidacthe future. In this petition, we sought apgbto invest $0.9 billion in our gas
distribution system and $1.7 billion in our electiistribution over an initial five year perioduglassociated expenses, and to receive
contemporaneous recovery of and on such investmEis matter is pending. The current estimated aebthe entire program, including the
first five years of investments for which we soughproval in this petition, is $3.9 billion . Wetmipate seeking BPU approval to complete
our investment under the program at a later date.

The estimated project expenditures related tofiling are not included above in our $7.1 billidiwée-year capital forecast table.

Disclosures about Long-Term Maturities, Contractualand Commercial Obligations and Certain Investments

The following table reflects our contractual castigations and other commercial commitments inrdspective periods in which they are
due. In addition, the table summarizes anticipatedurse and non-recourse debt maturities for dlaesyshown. For additional information,
see Item 8. Financial Statements and Supplemebttia— Note 14. Schedule of Consolidated Debt .tabke below does not reflect any
anticipated cash payments for pension obligatiargstd uncertain timing of payments or liabilities fincertain tax positions since we are
unable to reasonably estimate the timing of libjiayments in individual years beyond 12 months wuuncertainties in the timing of the
effective settlement of tax positions. See IterkiBancial Statements and Supplementary Data— Natén2ome Taxes for additional
information.
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Contractual Cash Obligations
Long-Term Recourse Debt Maturities
Power
PSE&G
Transition Funding (PSE&G)
Transition Funding Il (PSE&G)
Long-Term Non-Recourse Project Financing
Other
Interest on Recourse Debt
Power
PSE&G
Transition Funding (PSE&G)
Transition Funding Il (PSE&G)
Interest on Non-Recourse Project Financing
Other
Capital Lease Obligations
Power
Services
Operating Leases
Power
PSE&G
Services
Other
Energy-Related Purchase Commitments
Power
Total Contractual Cash Obligations
Commercial Commitments
Standby Letters of Credit
PSEG
Power
PSE&G
Guarantees and Equity Commitments
Power
Total Commercial Commitments
Liability Payments for Uncertain Tax Positions
PSEG
Power
PSE&G
Other

Total Less
Amount Than 2-3 4-5 Over
Committed 1 Year Years Years 5 Years
Millions
$ 2,55: 44 85% 25C 1,40¢
5,57¢ 50C 471 75C 3,85¢
47¢€ 22E 251 — —
2C 12 8 — —
16 — 16 — —
1,21« 132 24E 182 65E
3,85( 232 417 387 2,81¢
38 27 11 — —
1 1 — — —
2 1 1 — —
7 2 2 1 2
13 7 6 — —
22 1 2 3 16
64 9 13 9 33
214 — 15 26 17z
6 2 3 1 —
3,36¢ 661 1,227 701 77E
$ 17,43¢ 1,85¢ 3,541 2,31(C 9,73
$ 8 8 — — —
$ 21t 21F — — —
$ 13 13 — — —
1C 9 — —
$ 24¢ 24E — —
$ 2 2 — — —
71 71 — — —
11 11 — — —
73 73 — — —
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OFF-BALANCE SHEET ARRANGEMENTS
Power

Power issues guarantees in conjunction with cedfits energy contracts. See Item 8. Financialeégtents and Supplementary Data— Note
13. Commitments and Contingent Liabilities for het discussion.

Other

Through Energy Holdings, we have investments ielaged leases that are accounted for in accordeitit€&AAP Accounting for Leases.
Leveraged lease investments generally involve thegtes: an owner/lessor, a creditor and a le$seetypical leveraged lease arrangement,
the lessor purchases an asset to be leased. Tt¢teaparprice is typically financed 80% with debtyided by the creditor and the balance
comes from equity funds provided by the lessor. dfieglitor provides long-term financing to the tractson secured by the property subject to
the lease. Such long-term financing is non-recotadke lessor and is not presented on our CoratelidBalance Sheets. In the event of
default, the leased asset, and in some casessieelesecures the loan. As a lessor, Energy Haldliag ownership rights to the property and
rents the property to the lessees for use in theiiness operations. For additional informatioe, Isem 8. Financial Statements and
Supplementary Data— Note 7. Long-Term Investments .

In the event that collection of the minimum leaagrpents to be received by Energy Holdings is ngdomeasonably assured, the accounting
treatment for some of the leases may change. Incages, Energy Holdings may deem that a lessee thigh probability of defaulting on tl
lease obligation, and would reclassify the leasmfa leveraged lease to an operating lease andiwoukider the need to record an
impairment of its investment. Should this eventuscthe fair value of the underlying asset andas®ociated debt would be recorded on the
Consolidated Balance Sheets instead of the netyeiguestment in the lease.

CRITICAL ACCOUNTING ESTIMATES

Under GAAP, many accounting standards require feeafl estimates, variable inputs and assumptiaieétively referred to as estimates)
that are subjective in nature. Because of thisedihces between the actual measure realized vifisiestimate can have a material impac
results of operations, financial position and cleivs. We have determined that the following estiseaare considered critical to the
application of rules that relate to the respedtiusinesses.

Accounting for Pensions

PSEG sponsors several qualified and nonqualifiedipa plans and OPEB plans covering PSEG’s arghitiicipating affiliates’ current and
former employees who meet certain eligibility aitie The market-related value of plan assets held

for the qualified pension and OPEB plans is equathé fair value of these assets as of year-ene pldn assets are comprised of investments
in both debt and equity securities which are valugidg quoted market prices, broker or dealer dioots, or alternative pricing sources with
reasonable levels of price transparency. We cédkglansion costs using various economic and dembigrassumptions.

Assumptions and Approach Use¢. Economic assumptions include the discount ratetlamdbng-term rate of return on trust assets.
Demographic assumptions include projections ofriutaortality rates, pay increases and retiremetiépe.

Assumption 201z 201z 2011
Discount Rate 5.0(% 4.2(% 5.0(%
Rate of Return on Plan Assets 8.0(% 8.0(% 8.5(%

The discount rate used to calculate pension oldigats determined as of December 31 each yeameasurement date. The discount rate
used to determine year-end obligations is also tsddvelop the following year’s net periodic p@mscost.

In selecting the annual discount rate to calcutateefit obligations, we utilize a hypothetical golib of high quality corporate bonds with
cash flows that match the benefit plan liabilitheTcomposite yield on the hypothetical bond poidfadflects the rate at which the obligations
could effectively be settled.

Our expected rate of return on plan assets refteotent asset allocations, historical long-termestment performance and an estimate of
future long-term returns by asset class and long-teflation assumptions.

Based on the above assumptions, we have estimatgerodic pension income of approximately $13iomil, net of amounts capitalized,
and no contributions in 2014,
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We utilize a corridor approach that reduces thatidgl of reported pension expense /income. Theidor requires differences between
actuarial assumptions and plan results be defamddamortized as part of expense/income. This eamily when the accumulated differer
exceed 10% of the greater of the pension benditjation or the fair value of plan assets as ohegzar-end. The excess would be amortized
over the average remaining service period of thieeaemployees, which is approximately eight years.

Effect if Different Assumptions Use: As part of the business planning process, we haxaerad future costs assuming an 8.00% rate of
return and a 5.00% discount rate for 2014 , inéngaannually by 25 basis points to 5.75% in 201d@ laeyond. Actual future pension
expense/income and funding levels will depend dar&uinvestment performance, changes in discodes ranarket conditions, funding levels
relative to our projected benefit obligation andwoulated benefit obligation and various otherdextelated to the populations participating
in the pension plans.

The following chart reflects the sensitivities asated with a change in certain assumptions. Tfeztsf of the assumption changes shown
below solely reflect the impact of that specifis@ption.

Impact on Pension Increase to
Benefit Obligation as of Pension Expense
% Change December 31, 2013 in 2014
Assumption Millions
Discount Rate (1)% $ 644 $ 69
Rate of Return on Plan Assets (1)% $ — % 50

See Item 7A. Quantitative and Qualitative DisclesuAbout Market Risk for additional information.

Hedge and MTM Accounting

Current guidance requires us to recognize thevidire of derivative instruments, not designated@asal purchases or normal sales, at their
fair value on the balance sheet. Many non-tradomgracts qualify for normal purchases and normigissexemption and are accounted for
upon settlement.

Assumptions and Approach Use In general, the fair value of our derivative instients is determined by reference to quoted marietg
from contracts listed on exchanges or from brok&ane of these derivative contracts are long-terdhraly on forward price quotations over
the entire duration of the derivative contracts.

For a small number of contracts where quoted mamikegs are not available, we utilize mathematicatels that rely on historical data to
develop forward pricing information in the deteratiion of fair value. Because the determinationairf ¥alue using such models is subject to
significant assumptions and estimates, we develoggetve policies that are consistently applieshdalel-generated results to determine
reasonable estimates of the fair value to recottérfinancial statements.

We have entered into various derivative instrumémtsanage risk from changes in commodity pricekiaterest rates. In accordance with
our hedging strategy, derivatives that are heddiege risks and qualify are designated as eittsr itew hedges or fair value hedges. For
derivatives designated as hedges, the change irathe of a derivative instrument is measured ajadire offsetting change in the value of
underlying contract, anticipated transaction oeotiusiness condition that the derivative instrunieimtended to hedge. This is known as
measure of hedge effectiveness. Changes in thedhie of the effective portion of a derivativetmsnent designated as a fair value hedge,
along with changes in the fair value of the hedaggskt or liability that are attributable to the dredi risk, are recorded in current period
earnings. Changes in the fair value of the effectiortion of derivative instruments designatedashdlow hedges, are reported in
Accumulated Other Comprehensive Income (Loss)phtx, until earnings are affected by the varipivf cash flows of the hedged
transaction. Any hedge ineffectiveness is incluidecurrent period earnings. During periods of exteeprice volatility, there will be
significant changes in the value recorded in Acclaned Other Comprehensive Income (L0sS).

For our wholesale energy business, many of thedahsale, forward purchase, option and other cotstrare derivative instruments that
hedge commaodity price risk, but do not meet theiiregnents for either cash flow or fair value hedgeounting. The changes in value of <
derivative contracts are marked to market throwayhiags as the related commodity prices fluctuasea result, our earnings may experience
significant fluctuations depending on the volafilitt commaodity prices.

Effect if Different Assumptions Use: Any significant changes to the fair market valueswr derivatives instruments could result in a
material change in the value of the assets ofliligisirecorded on our Consolidated Balance Shemdscould result in a material change to
unrealized gains or losses recorded in our CorstgliiStatements of Operations.
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For additional information regarding Derivative &irtial Instruments, see Item 8. Financial Statesnand Supplementary Data— Note 16.
Financial Risk Management Activities .

Lease Investments

Our Investments in Leases, included in Long-Termestments on our Consolidated Balance Sheetsparprised of Lease Receivables (net
of non-recourse debt), the estimated residual vaflleased assets, and unearned and deferred in€osignificant portion of the estimated
residual value of leased assets is related to raptgower plants leased to other energy compaBessitem 8. Financial Statements and
Supplementary Data — Note 7. Long-Term Investmeatsl Note 8. Financing Receivables .

Assumptions and Approach Use Residual values are the estimated values of tleedbassets at the end of the respective lease. fEnms
estimated values are calculated by discountingdisé flows related to the leased assets afteettselterm. For the merchant power plants,
the estimated discounted cash flows are depengemt various assumptions, including:

° estimated forward power and capacity prices inytha's after the lea:
° related prices of fuel for the plar

° dispatch rates for the plar

° future capital expenditures required to maintain pglants

° future operation and maintenance expenses

° discount rate

Residual valuations are performed annually for gdaht subject to lease using specific assumptiaifgred to each plant. Those annual
valuations are compared to the recorded residuaésdo determine if an impairment is warranted.

Effect if Different Assumptions Use: A significant change to the assumptions, suchlasge decrease in near-term power prices thattaffec
the market’s view of long-term power prices, otharmge in the credit rating or bankruptcy of a cetpdrty, could result in an impairment of
one or more of the residual values, but not necégsa all of the residual values. However, if da@ise of changes in assumptions, all the
residual values related to the merchant energytplaare deemed to be zero, we would recognizetantafx charge to income of
approximately $179 million .

NDT Fund

Our NDT Fund is comprised of both debt and equetyusities. The assets in the NDT Fund are claslséfgeavailable-for-sale securities and
are marked to market with unrealized gains andcelsscorded in Accumulated Other Comprehensiventiec@.oss) unless securities with
such unrealized losses are deemed to be otherte¢hgpoerarily impaired. Realized gains, losses amtfidhd and interest income are recorded
in our Consolidated Statements of Operations asr@titome and Other Deductions. Unrealized lodssisare deemed to be other-than-
temporarily impaired are charged against earniatiger than Accumulated Other Comprehensive Incdmss] and reflected as a separate
line in the Consolidated Statement of Operations.

Assumptions and Approach Use The NDT Fund investments are valued using quotetdkeb@rices, broker or dealer quotations, or
alternative pricing sources with reasonable lewélsrice transparency. See Item 8. Financial Statémand Supplementary Data— Note 17.
Fair Value Measurements for additional information.

Effect if Different Assumptions Use: Any significant changes to the fair market valuéthe fund securities could result in a material
change in the value of our NDT Fund with a corresfiog impact to earnings, which could potentiaigult in additional funding
requirements to satisfy our decommissioning ohiigest See Item 7A. Quantitative and Qualitativeclisures About Market Risk for
additional information.

Asset Retirement Obligations (ARO)

Power, PSE&G and Services recognize liabilitiesttier expected cost of retiring long-lived assetsafbich a legal obligation exists. These
AROs are recorded at fair value in the period inciwlthey are incurred and are capitalized as dateocarrying amount of the related long-
lived assets. PSE&G, as a radgiulated entity, recognizes regulatory assetmbilities as a result of timing differences betwekee recordin
of costs and costs recovered through the ratemattimgess. We accrete the ARO liability to refldet passage of time.

Assumptions and Approach Use. Because quoted market prices are not availablaREs, we estimate the initial fair value of an AR®
calculating discounted cash flows that are depengeon various assumptions, including:
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° estimation of dates for retireme

° amounts and timing of future cash expendituresaatsa with retirement, settlement or remediatiotivéies,
° discount rate

° cost escalation ratt

° market risk premiun

° inflation rates, an

° if applicable, past experience with government latgus regarding similar obligatiol

We obtain updated cost studies every three yedessinew information necessitates more frequenrategd The most recent cost study was
done in 2012. When we revise any assumptions wsealc¢ulate fair values of existing AROs, we adjist ARO balance and corresponding
long-lived asset which impacts the amount of atmneind depreciation expense recognized in futarsgs.

Nuclear Decommissioning AROs

AROs related to the future decommissioning of Pésweunclear facilities comprised 92% of Power’s t&#8ROs as of December 31, 2013 .
Power determines its AROs for its nuclear unitabgigning probability weighting to various discadtash flow outcomes for each of its
nuclear units that incorporate the assumptions abswvell as:

° license renewal

° early shutdowr

° safe storage for a period of time after retiremant

° recovery from the federal government of costs iredifor spent nuclear fu

Effect if Different Assumptions Use: Changes in the assumptions could result in a nahighange in the ARO balance sheet obligation and
the period over which we accrete to the ultimability. For example, a 1% decrease in the discoatetwould result in a $137 million
increase in the Nuclear ARO as of December 31, 2@13% increase in the inflation rate would resala $353 million increase in the
Nuclear ARO as cDecember 31, 2013 . Also, if we did not assumewreatvould recover from the federal government &t incurred for
spent nuclear fuel, the Nuclear ARO would increas8289 million at December 31, 2013 .

Accounting for Regulated Businesses

PSE&G prepares its financial statements to comjitly BAAP for rate-regulated enterprises, whicheli#f in some respects from accounting
for non-regulated businesses. In general, accayifinrate-regulated enterprises should reflecettenomic effects of regulation. As a result,
a regulated utility is required to defer the redtign of costs (Regulatory Asset) or recognize gdiions (Regulatory Liability) if the rates
established are designed to recover the costs #imel competitive environment makes it probabld thech rates can be charged or collected.
This accounting results in the recognition of raxemand expenses in different time periods tharofhenterprises that are not regulated.

Assumptions and Approach Use PSE&G recognizes Regulatory Assets where it isgistebthat such costs will be recoverable in future
rates from customers and Regulatory Liabilities netieis probable that refunds will be made to on®rs in future billings. The highest
degree of probability is an order from the BPU eitapproving recovery of the deferred costs ovieitiae period or requiring the refund of a
liability over a future period.

Virtually all of PSE&G’s regulatory assets and lidkes are supported by BPU orders. In the absefi@n order, PSE&G will consider the
following when determining whether to record a Ratpry Asset or Liability:

° past experience regarding similar items with théJt

° treatment of a similar item in an order by the Bi®Uanother utility
° passage of new legislation,

° recent discussions with the BF

All deferred costs are subject to prudence revieywthe BPU. When the recovery of a Regulatory Assg@tayment of a Regulatory Liability
is no longer probable, PSE&G charges or creditsiegs, as appropriate.
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Effect if Different Assumptions Use: A change in the above assumptions may result iatemal impact on our results of operations or our
cash flows. See Item 8. Financial Statements apgl8mentary Data— Note 6. Regulatory Assets andilifi@s for a description of the
amounts and nature of regulatory balance sheet atsiou

Accounting for Insurance Proceeds

In late October 2012, strong winds and the resyistorm surge from Superstorm Sandy caused sewerage to our transmission and
distribution system throughout our service tergitas well as to some of our generation infrastmgctB SE&G has recognized $6 million in
insurance proceeds. Power received total insunarazeeds of $44 million related to their expenSe Item 8. Financial Statements and
Supplementary Data— Note 13. Commitments and CgetinLiabilities for additional information.

Assumptions and Approach Use As of December 31, 2013, we recovered approxim&®0 million in total from our insurance carriehs.
June 2013, PSEG, Power and PSE&G filed suit in Nessey state court against the insurance careeisrg) legal interpretation of certain
terms in the insurance policies regarding lossam flamage caused by Superstorm Sandy's storm smyegust 2013, the insurance carr
filed an answer in which they denied most of tHegations made in the complaint. Discovery is ongoWe believe that any further proce
to be received under our policies are not estimabl@ecember 31, 2013.

Effect if Different Assumptions Use: If we were to use different assumptions regardihgdjteonal insurance proceeds, there would be a
dollar for dollar effect on Operation and MaintecarExpense and Operating Income for Power. If wew@recognize any additional
insurance proceeds for PSE&G, we would allocatediproceeds between Operation and Maintenance &g costs that have been
deferred for regulatory recovery or capitalizedeitiher case, we would not recognize insurancegee in excess of actual costs incurred.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT
MARKET 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 Consolidated FinaSta&bments. It is our policy to use derivati

to manage risk consistent with business plans amdept practices. We have a Risk Management Comnitbmprised of executive officers
who utilize a risk oversight function to ensure gdiance with our corporate policies and risk mamaget practices.

Additionally, we are exposed to counterparty crémises in the event of non-performance or non-gaygmVe 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 sastweather, environmental policies,
changes in supply and demand, state and fedenahtegy policies, market rules and other eventsréthice price risk caused by market
fluctuations, we enter into supply contracts andvdéve contracts, including forwards, futuresaps 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, priilpnaur generating facilities and some load
serving activities.

The VaR models used are variance/covariance madgisted for the change of positions with 95% a8.&% confidence levels and a one-
day holding period for the MTM activities. The mdéglassume no new positions throughout the holdergpgds; however, we actively mane
our portfolio.
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MTM VaR
Millions
Years Ended December 31, 2013 2012
95% Confidence Level, Loss could exceed VaR oneid&@0 days
Period End $ 12 8 18
Average for the Period $ 15 $ 1€
High $ 29 $ 29
Low $ 8 $ 7
99.5% Confidence Level, Loss could exceed VaR caeid 20 days
Period End $ 18 $ 28
Average for the Period $ 23 % 25
High $ 46 $ 4€
Low $ 13 $ 11

See Item 8. Financial Statements and Supplemebi@a— Note 16. Financial Risk Management Activifiesa discussion of credit risk.

Interest Rates

We are subject to the risk of fluctuating intenegées in the normal course of business. We mamageest rate risk by targeting a balanced
debt maturity profile which limits refinancing imy given period or interest rate environment. Idiidn, we use a mix of fixed and floating
rate debt, interest rate swaps and interest rakedgreements.

As of December 31, 2013, a hypothetical 10% irsxen market interest rates would result in
° less than $1 million of additional annual interess$ts related to both the current and long-terntiggoof longterm debt, ar

° a $288 million decrease in the fair value of defitluding a $68 million decrease at Power and &$%8#lion decrease at PSE&

Debt and Equity Securities

We have $5.4 billion of assets in our pension plasts. Although fluctuations in market prices e€srities within this portfolio do not
directly affect our earnings in the current periddanges in the value of these investments cotddtaf

° our future contributions to these ple

° our financial position if our accumulated benefitigation under our pension plans exceeds thes&dire of the pension trust funds,
and

L future earnings, as we could be required to agjession expense and the assumed rate of r

The NDT Fund is comprised of both fixed income andity securities totaling $1.7 billion as of Ded®n31, 2013 . As of December 31,
2013, the portfolio includes $897 million of equdtecurities and $720 millian fixed income securities. The fair market valdi¢he assets |
the NDT Fund will fluctuate primarily depending upthe performance of equity markets. As of Decen3ieR013 , a hypothetical 10%
change in the equity market would impact the valiihe equity securities in the NDT Fund by appnaxiely $90 million .

We use duration to measure the interest rate satysif the fixed income portfolio. Duration issummary statistic of the effective average
maturity of the fixed income portfolio. The benchinéor the fixed income component of the NDT Fundrently has duration of 5.55 years
and a yield of 2.48% . The portfolio’s value wiireciate or depreciate by the duration with a h#nge in interest rates. As of December
31, 2013, a hypothetical 1% increase in inter@stsrwould result in a decline in the market vétuehe fixed income portfolio of
approximately $40 million .
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Credit Risk

See Item 8. Financial Statements and Supplemebiaia— Note 16. Financial Risk Management Activifiesa discussion of credit risk and
a discussion about Power’s credit risk.

BGS suppliers expose PSE&G to credit losses ireteat of non-performance or non-payment upon aulteféthe BGS supplier. Credit
requirements are governed under BPU-approved B@GBamts.

Energy Holdings has credit risk related to its stwgents in leases, which totaled $98 million ,afedeferred taxes of $727 million , as of
December 31, 2013 . These leveraged leases arertoated in the United States energy industry.l®ee 8. Financial Statements and
Supplementary Data — Note 8. Financing Receivablesounterpartiestredit ratings and other information. The credp@sure to the lesse

is partially mitigated through various credit enbament mechanisms within the lease transactioreselbredit enhancement features vary
from lease to lease. Some of the leasing transeciti@lude covenants that restrict the flow of dérids from the lessee to its parent, over-
collateralization of the lessee with non-lease@@shistorical and forward cash flow coveragestésat prohibit discretionary capital
expenditures and dividend payments to the paresgkif stated minimum coverages are not met amithsicash flow restrictions if ratings
are not maintained at stated levels. These covemaatdesigned to maintain cash reserves in theaction entity for the benefit of the non-
recourse lenders and the lessor/equity particigarttee event of a temporary market downturn ordégtion in operating performance of the
leased assets.

In any lease transaction, in the event of a def&mérgy Holdings would exercise its rights anérapt to seek recovery of its investment.
results of such efforts may not be known for aqubof time. A bankruptcy of a lessee and failuresttover adequate value could lead to a
foreclosure of the lease. Under a worst-case sitgliba foreclosure were to occur, Energy Holdimgsuld record a pre-tax write-off up to its
outstanding gross investment, including deferradgain these facilities. Also, in the event ofcagmtial foreclosure, the net tax benefits
generated by Energy Holdings’ portfolio of investitsecould be materially reduced in the period inclvlgains associated with the potential
forgiveness of debt at these projects occurs. Tieuat and timing of any potential reduction in taet benefits is dependent upon a number
of factors including, but not limited to, the timéa potential foreclosure, the amount of leasd datstanding, any cash trapped at the pra
and negotiations during such potential forecloguoeess. The potential loss of earnings, impairraadfor tax payments could have a
material impact to our financial position, resufoperations and net cash flows.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

This combined Form 18-is separately filed by PSEG, Power and PSE&Gorimftion contained herein relating to any individe@mmpany i
filed by such company on its own behalf. Power B&E&G each make representations only as to itedlih@ake no representations as to any
other company.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of
Public Service Enterprise Group Incorporated:

We have audited the accompanying consolidated balsimeets of Public Service Enterprise Group lramated and subsidiaries (the
"Company") as of December 31, 2013 and 2012 , aeddlated consolidated statements of operati@mspoehensive income, stockholders'
equity, and cash flows for each of the three yauatse period ended December 31, 2013 . Our aatfitsincluded the consolidated financial
statement schedule listed in the Index at Iltem J&{BThese consolidated financial statements andalidated financial statement schedule
are the responsibility of the Company's managen@unt.responsibility is to express an opinion ondbesolidated financial statements and
consolidated financial statement schedule basesipaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disds in the financial statements. An
audit also includes assessing the accounting ptexiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2013 and 2012 , and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2013, in conformity with accounting principles geally accepted in the United States of AmericaoAln our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetsi¢gken as a whole, presents fairly, in all
material respects, the information set forth therei

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the Company's
internal control over financial reporting as of Batber 31, 2013, based on the criteria establishedernal Control - Integrated Framework
(1992) issued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report datdaeey 26, 2014 expressed
an unqualified opinion on the Company's internaitaal over financial reporting.

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 26, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Sole Member and Board of Directors of
PSEG Power LLC:

We have audited the accompanying consolidated balsineets of PSEG Power LLC and subsidiaries Goenpany") as of December 31,
2013 and 2012, and the related consolidated statEesnof operations, comprehensive income, meméeuiy, and cash flows for each of the
three years in the period ended December 31, 2018 audits also included the consolidated findrate@tement schedule listed in the Index
at Iltem 15(B)(b). These consolidated financialestegnts and consolidated financial statement scaealthe responsibility of the Compar
management. Our responsibility is to express aniopion the consolidated financial statements am$alidated financial statement schec
based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigrandit procedures that are appropriate in
the circumstances, but not for the purpose of esging an opinion on the effectiveness of the Coryiganternal control over financial
reporting. Accordingly, we express no such opinin.audit also includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significannestties made by management, as well as
evaluating the overall financial statement pred@rmaWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2013 and 2012 , and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2013, in conformity with accounting principles geally accepted in the United States of AmericaoAIn our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetm¢aken as a whole, presents fairly in all
material respects the information set forth therein

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 26, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Sole Stockholder and Board of Directors of
Public Service Electric and Gas Company:

We have audited the accompanying consolidated balsimeets of Public Service Electric and Gas Cosnpad subsidiaries (the "Compan
as of December 31, 2013 and 2012 , and the retatesblidated statements of operations, comprehemsdome, common stockholder’s
equity, and cash flows for each of the three yauatse period ended December 31, 2013 . Our aatfitsincluded the consolidated financial
statement schedule listed in the Index at Item }(6JBThese consolidated financial statements andaidated financial statement schedule
are the responsibility of the Company's managen@unt.responsibility is to express an opinion ondbesolidated financial statements and
consolidated financial statement schedule basesipaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigrandit procedures that are appropriate in
the circumstances, but not for the purpose of esging an opinion on the effectiveness of the Cotyiganternal control over financial
reporting. Accordingly, we express no such opinin.audit also includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significannesttes made by management, as well as
evaluating the overall financial statement pred@maWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2013 and 2012 , and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2013, in conformity with accounting principles geally accepted in the United States of AmericaoAIn our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetm¢aken as a whole, presents fairly in all
material respects the information set forth therein

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 26, 2014
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED STATEMENTS OF OPERATIONS
Millions, except per share data

Years Ended December 31,
2013 2012 2011
OPERATING REVENUES $ 9,96¢ $ 9,781 $ 11,07¢
OPERATING EXPENSES
Energy Costs 3,53¢ 3,71¢ 4,747
Operation and Maintenance 2,887 2,632 2,481
Depreciation and Amortization 1,17¢ 1,054 97€
Taxes Other Than Income Taxes 68 98 13¢
Total Operating Expenses 7,66¢ 7,50: 8,331
OPERATING INCOME 2,29¢ 2,27¢ 2,742
Income from Equity Method Investments 11 12 4
Other Income 213 26C 22C
Other Deductions (54) (98) (85)
Other-Than-Temporary Impairments (12 (18) (22
Interest Expense (402) (429 (47%)
INCOME FROM CONTINUING OPERATIONS BEFORE INCON
TAXES 2,05¢ 2,011 2,38¢
Income Tax (Expense) Benefit (812) (73€) (977)
INCOME FROM CONTINUING OPERATIONS 1,24: 1,27¢ 1,407
Income (Loss) from Discontinued Operations, inahgdGain on
Disposal, net of tax (expense) benefit of $0, $0 $fH1) for the year
ended 2013, 2012 and 2011, respectively — — 96
NET INCOME $ 1,247 % 1,27 $ 1,50z
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING
(THOUSANDS):
BASIC 505,88 505,93: 505,94¢
DILUTED 507,52! 507,08t 506,98
EARNINGS PER SHARE:
BASIC
INCOME FROM CONTINUING OPERATIONS $ 2.4¢ % 252 % 2.7¢
NET INCOME $ 2.4€ $ 252 % 2.97
DILUTED
INCOME FROM CONTINUING OPERATIONS $ 24§ 251 $ 2.71
NET INCOME $ 245 % 251 $% 2.9¢

See Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
Years Ended December 31,
2013 2012 2011

NET INCOME $ 1,24: % 1,278 $ 1,50¢
Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges, net of tay

(expense) benefit of $(54), $(24) and $43 for tharg ended 2013,

2012 and 2011, respectively 55 19 (39)

Unrealized Gains (Losses) on Cash Flow Hedgesfriak (expense

benefit of $7, $18 and $54 for the years ended 2282 and 2011,

respectively 9 (29 (80)

Pension/Other Postretirement Benefit Costs (OPER)sément, net

of tax (expense) benefit of $(172), $32 and $44leryears ended

2013, 2012 and 2011, respectively 247 (46) (62

Other Comprehensive Income (Loss), net of tax 29: (51 (181)
COMPREHENSIVE INCOME $ 1,53¢ $ 1,22¢ % 1,322

See Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED

CONSOLIDATED BALANCE SHEETS

Millions
December 31,
2013 2012
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 49 $ 37¢
Accounts Receivable, net of allowances of $56$66 in 2013 and 2012, respectively 1,20: 1,06¢
Tax Receivable 10¢ 227
Unbilled Revenues 30C 314
Fuel 54k 588
Materials and Supplies, net 47¢ 422
Prepayments 89 282
Derivative Contracts 98 13¢
Deferred Income Taxes 24 49
Regulatory Assets 242 34¢
Other 31 56
Total Current Assets 3,61¢ 3,86¢
PROPERTY, PLANT AND EQUIPMENT 29,71 27,40:
Less: Accumulated Depreciation and Amortization (8,069 (7,666
Net Property, Plant and Equipment 21,64¢ 19,73¢

NONCURRENT ASSETS
Regulatory Assets 2,612 3,83(
Regulatory Assets of Variable Interest EntifiékEs) 47¢€ 713
Long-Term Investments 1,31 1,32¢
Nuclear Decommissioning Trust (NDT) Fund 1,701 1,54(C
Other Special Funds 613 191
Goodwill 16 16
Other Intangibles 33 34
Derivative Contracts 162 15z
Restricted Cash of VIEs 24 23
Other 312 29¢€
Total Noncurrent Assets 7,26: 8,12(
TOTAL ASSETS $ 32,52: $ 31,72¢

See Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED BALANCE SHEETS
Millions

December 31,

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 183
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 1,000,000,000esh&@sued, 2013 and 2012—
533,556,660 shares

Treasury Stock, at cost, 2013— 27,699,398 shafdo— 27,664,188 shares
Retained Earnings
Accumulated Other Comprehensive Loss

Total Common Stockholders’ Equity
Noncontrolling Interest

Total Stockholders’ Equity

Total Capitalization

TOTAL LIABILITIES AND CAPITALIZATION $

2013 2012
544 $ 1,02¢
237 22€

60 262
1,222 1,30¢
76 46

95 91

37 17

— 72
142 152
11¢ 122
43 67
48¢ 39¢
3,06¢ 3,771
7,107 6,54z
232 20¢
11 10
677 627
1,09t 1,28¢
121 87¢€
414 537
31 122
18C 164
11¢ 10¢
9,98¢ 10,48(
7,581 6,14¢
25¢ 49¢
16 43
7,862 6,681
4,861 4,83:
(615) (607)
7,457 6,94z
(95) (38¢)
11,60¢ 10,78(
1 1
11,60¢ 10,78:
19,47: 17,46¢
3252 $ 31.72¢




See Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
Years Ended December 31,
2013 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,247 $§ 127 $ 1,50:
Adjustments to Reconcile Net Income to Net CashwElfxom Operating Activities:
Gain on Disposal of Discontinued Operations — — (122)
Depreciation and Amortization 1,17¢ 1,05¢ 982
Amortization of Nuclear Fuel 192 17z 152
Provision for Deferred Income Taxes (Other thansesgand ITC 27C 721 811
Non-Cash Employee Benefit Plan Costs 243 271 17t
Leveraged Lease Income, Adjusted for Rents Recainddeferred Taxes 31 93 (55)
Loss on Leases, net of tax — — 17C
Net (Gain) Loss on Lease Investments 2 (49 (55)
Net Realized and Unrealized (Gains) Losses on Br@ogtracts and Other Derivatives 79 63 (16x5)
Change in Accrued Storm Costs (90) (90) (60)
Net Change in Regulatory Assets and Liabilities 2 (132 (130)
Cost of Removal (93 (11€) (62
Net Realized (Gains) Losses and (Income) Expermse RDT Fund (1049 (11¢) (119
Net Change in Tax Receivable 19 (217) 673
Net Change in Certain Current Assets and Liabdlitie 29¢ 97 247
Employee Benefit Plan Funding and Related Payments (231) (319 (508)
Other 11€ 70 117
Net Cash Provided By (Used In) Operating Activities 3,15¢ 2,781 3,551
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (2,817 (2,579 (2,087)
Proceeds from Sale of Discontinued Operations — — 687
Proceeds from Sale of Capital Leases and Invesment 50 58 17¢
Proceeds from Sales of Available-for-Sale Secuwritie 1,15¢ 1,66¢ 1,35t
Investments in Available-for-Sale Securities (2,170 (2,700 (1,386)
Other (29 (75) (21)
Net Cash Provided By (Used In) Investing Activities (2,807 (2,625 (1,269)
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Commercial Paper and Loans (203 263 (64)
Issuance of Long-Term Debt 2,00¢ 90C 794
Redemption of Long-Term Debt (1,025 (787) (1,519
Redemption of Securitization Debt (22€) (21€) (20€)
Repayment of Non-Recourse Debt — (@D} (D)
Cash Dividend Paid on Common Stock (72¢) (718 (693)
Other (62) (58) (50
Net Cash Provided By (Used In) Financing Activities (249 (617 (1,739
Net Increase (Decrease) in Cash and Cash Equigalent 114 (45%) 554
Cash and Cash Equivalents at Beginning of Period 37¢ 834 28C
Cash and Cash Equivalents at End of Period $ 493 $ 37¢ % 834
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 241 $ 121 $ (219
Interest Paid, Net of Amounts Capitalized $ 38t $ 40z $ 47¢

Accrued Property, Plant and Equipment Expenditures $ 33€ $ 37C  $ 33€




See the Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Millions
Common Treasury Accumulated
Stock Stock . Other .
Retained Comprehensive  Noncontrolling
Shs.  Amount Shs.  Amount  Earnings Income (Loss) Interest Total

Balance as of January 1, 2011 534 $ 4,801 28) ¢ (599 $ 557 % (15¢) $ 8 $ 9,641

Net Income — — — — 1,502 — — 1,50:

Other Comprehensive Income (Los

net of tax (expense) benefit of $141 — — — — — (183) — (281)

Comprehensive Income 1,322

Cash Dividends on Common Stock — — — — (693) — = (693

Noncontrolling Interest in Losses of

Consolidated Entity — — — — — — (6) (6)

Other — 1€ — (8) — — — 8
Balance as of December 31, 2011 534 $ 4,82: (28) ¢ (601) $ 6,38 $ (337) ¢ 2 $10,27:

Net Income — — — — 1,27¢ — — 1,27¢

Other Comprehensive Income (Loss),

net of tax (expense) benefit of $26 — — — — — (57) — (59)

Comprehensive Income 1,224

Cash Dividends on Common Stock — — — — (718 — — (71€)

Noncontrolling Interest in Losses of

Consolidated Entity — — — — — — (@) (D)

Other — 1C — (6) _ _ — 4
Balance as of December 31, 2012 534 $ 4,83: (28) ¢ (607) $ 694: $ (38¢) ¢ 1 $10,78:

Net Income — — — — 1,247 — — 1,24:

Other Comprehensive Income (Los

net of tax (expense) benefit of $(21! — — — — — 293 — 298

Comprehensive Income 1,53¢

Cash Dividends on Common Stock — — — — (728 — — (72€)

Other — 28 — (8) — — — 2C
Balance as of December 31, 2013 534 $ 4,861 (28) ¢ (615 $ 7,451 S 95 $ 1 $ 11,60¢

See Notes to Consolidated Financial Statements.
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PSEG POWER LLC
CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
Years Ended December 31,
2013 2012 2011
OPERATING REVENUES $ 506! $ 487 $ 6,15(
OPERATING EXPENSES
Energy Costs 2,49¢ 2,381 3,044
Operation and Maintenance 1,22¢ 1,125 1,10¢
Depreciation and Amortization 273 247 22¢
Total Operating Expenses 3,99¢ 3,75( 4,37
OPERATING INCOME 1,07( 1,12 1,77:
Income from Equity Method Investments 1€ 15 14
Other Income 154 201 19C
Other Deductions (49 (90) (79
Other-Than-Temporary Impairments (12 (18) (20
Interest Expense (11€) (132) (A75)
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME
TAXES 1,06: 1,09¢ 1,70%
Income Tax (Expense) Benefit (419 (439) (690
INCOME FROM CONTINUING OPERATIONS 644 66€ 1,01z
Income (Loss) from Discontinued Operations, inahgdain on Disposal,
net of tax (expense) benefit of $0, $0 and $(54}He years ended 2013,
2012 and 2011, respectively — — 96
NET INCOME $ 644 $ 66€ $ 1,10¢

See disclosures regarding PSEG Power LLC includékea Notes to Consolidated Financial Statements.
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PSEG POWER LLC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions

NET INCOME
Other Comprehensive Income (Loss), net of tax

2012 and 2011, respectively

respectively

Other Comprehensive Income (Loss), net of tax
COMPREHENSIVE INCOME

Unrealized Gains (Losses) on Available-for-Saleusiges, net of tay
(expense) benefit of $(55), $(24) and $45 for tharg ended 2013,

Unrealized Gains (Losses) on Cash Flow Hedgesfriak (expense
benefit of $7, $18 and $54 for the years ended 2282 and 2011,

Pension/OPEB adjustment, net of tax (expense) harief(151), $32
and $40 for the years ended 2013, 2012 and 204fiecavely

Years Ended December 31,

2013 2012 2011
644 $ 66€ $ 1,10¢
57 18 (42)
(10) (24) (80)
21¢ (46) (59)
26t (52) (181)
90¢ $ 614 $ 92¢

See disclosures regarding PSEG Power LLC includélda Notes to Consolidated Financial Statements.
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PSEG POWER LLC
CONSOLIDATED BALANCE SHEETS

Millions
December 31,
2013 2012
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents 6 $ 7
Accounts Receivable 33¢ 27C
Accounts Receivable—Affiliated Companies, net 333 34C
Short-Term Loan to Affiliate 79C 574
Fuel 54& 588
Materials and Supplies, net 362 307
Derivative Contracts 57 11¢€
Prepayments 13 17
Deferred Taxes 30 —
Other 2 20
Total Current Assets 2,47¢ 2,23¢
PROPERTY, PLANT AND EQUIPMENT 10,27¢ 9,91«
Less: Accumulated Depreciation and Amortization (2,917 (2,692
Net Property, Plant and Equipment 7,367 7,22z

NONCURRENT ASSETS
Nuclear Decommissioning Trust (NDT) Fund 1,701 1,54(
Long-Term Investments 12¢ 12t
Goodwill 16 16
Other Intangibles 33 34
Other Special Funds 13¢ 36
Derivative Contracts 72 49
Other 75 65
Total Noncurrent Assets 2,15¢ 1,86t
TOTAL ASSETS 12,00: $ 11,32

See disclosures regarding PSEG Power LLC includékea Notes to Consolidated Financial Statements.
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PSEG POWER LLC
CONSOLIDATED BALANCE SHEETS
Millions

LIABILITIES AND MEMBER'S EQUITY
CURRENT LIABILITIES
Long-Term Debt Due Within One Year
Accounts Payable
Derivative Contracts
Deferred Income Taxes
Accrued Interest
Other
Total Current Liabilities
NONCURRENT LIABILITIES
Deferred Income Taxes and Investment Tax Credii€)|
Asset Retirement Obligations
Other Postretirement Benefit (OPEB) Costs
Derivative Contracts
Accrued Pension Costs
Long-Term Accrued Taxes
Other
Total Noncurrent Liabilities
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 13
LONG-TERM DEBT
Total Long-Term Debt
MEMBER'S EQUITY
Contributed Capital
Basis Adjustment
Retained Earnings
Accumulated Other Comprehensive Loss
Total Member’s Equity
TOTAL LIABILITIES AND MEMBER'S EQUITY

December 31,

2013 2012
44 % 30C
51€ 49¢
76 46
— 16
28 26
13€ 81
80C 96¢
2,031 1,66¢
40¢ 374
20€ 221
31 15
35 272
53 50
91 84
2,847 2,68¢
2,497 2,04(
2,21¢ 2,19(
(986) (98€)
4,69: 4,75t
(63) (329
5,85¢ 5,63(
12,00: $ 11,32:

See disclosures regarding PSEG Power LLC includékea Notes to Consolidated Financial Statements.
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PSEG POWER LLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
Years Ended December 31,
2013 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 644 $ 66€ $ 1,10¢
Adjustments to Reconcile Net Income to Net CashwElfxom Operating Activities:
Gain on Disposal of Discontinued Operations — — (122)
Depreciation and Amortization 278 242 23t
Amortization of Nuclear Fuel 192 17z 152
Provision for Deferred Income Taxes and ITC 122 397 237
Interest Accretion on Asset Retirement Obligation 23 21 18
Net Realized and Unrealized (Gains) Losses on Br@ogtracts and Other Derivatives 79 63 (165)
Non-Cash Employee Benefit Plan Costs 66 70 41
Net Realized (Gains) Losses and (Income) Expermse RDT Fund (1049 (118§ (117)
Net Change in Certain Current Assets and Liabdlitie
Fuel, Materials and Supplies (8) 47 (26)
Margin Deposit (43 (11€) 49
Accounts Receivable 4) 24 19¢
Accounts Payable 28 93 (15¢)
Accounts Receivable/Payable-Affiliated Compganinet — (40 45¢
Accrued Interest Payable 2 (6) (8
Other Current Assets and Liabilities 70 ()] 34
Employee Benefit Plan Funding and Related Payments (46) (72 (129)
Other 53 26 9
Net Cash Provided By (Used In) Operating Activities 1,34 1,45 1,817
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (609) (770 (757)
Proceeds from Sale of Discontinued Operations — — 687
Proceeds from Sales of Available-for-Sale Secwitie 1,08¢ 1,47¢ 1,35¢
Investments in Available-for-Sale Securities (1,109 (1,506 (2,380
Short-Term Loan—Affiliated Company, net (21€) 33: (509
Other (18) (7) 26
Net Cash Provided By (Used In) Investing Activities (861) (472) (57¢)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of Recourse Long-Term Debt 50C — 544
Cash Dividend Paid (705) (619 (5117)
Redemption of Long-Term Debt (300 (419 (1,250
Contributed Capital 24 69 6
Cash Payment on Debt Redemption/Exchange — (15) 17
Other (6) (7) (20
Net Cash Provided By (Used In) Financing Activities (487) (98¢€) (1,239
Net Increase (Decrease) in Cash and Cash Equisalent (1) (5) 1
Cash and Cash Equivalents at Beginning of Period 7 12 11
Cash and Cash Equivalents at End of Period $ 6 $ 7 % 12
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 291 $ 81 § 17z
Interest Paid, Net of Amounts Capitalized $ 106 $ 11¢ $  17¢€




Accrued Property, Plant and Equipment Expenditures $ 90 $ 95 $ 132

See disclosures regarding PSEG Power LLC includélda Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF MEMBER'S EQUITY

PSEG POWER LLC

Millions
Accumulated
Other
Contributed Basis Comprehensive
Capital Adjustment Income (Loss) Total

Balance as of January 1, 2011 2,11t % (986) $ (95) 5,14:

Net Income — — — 1,10¢

Other Comprehensive Income (Los

net of tax (expense) benefit of $13¢ — — (1871) (281)

Comprehensive Income 92¢

Contributed Capital 6 — 6

Cash Dividends Paid — — (517
Balance as of December 31, 2011 2,121 % (98€) $ (27¢€) 5,56¢

Net Income — — — 66€

Other Comprehensive Income (Los

net of tax (expense) benefit of $26 — — (52) (52)

Comprehensive Income 614

Contributed Capital 69 — 69

Cash Dividends Paid — — (619)
Balance as of December 31, 2012 2,19C $ (986) $ (32¢) 5,63(

Net Income — — — 644

Other Comprehensive Income (Los

net of tax (expense) benefit of $(19 — — 265 265

Comprehensive Income 90¢

Contributed Capital 24 — 24

Cash Dividends Paid — — (705)
Balance as of December 31, 2013 2212 % (986) $ (63 5,85¢

80

See disclosures regarding PSEG Power LLC includélda Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
Years Ended December 31,
2013 2012 2011

OPERATING REVENUES $ 6,65 $ 6,62¢ $ 7,32¢

OPERATING EXPENSES
Energy Costs 2,841 3,15¢ 3,951
Operation and Maintenance 1,63¢ 1,50¢ 1,37z
Depreciation and Amortization 872 77€ 71¢
Taxes Other Than Income Taxes 68 98 138
Total Operating Expenses 5,42( 5,54: 6,17¢
OPERATING INCOME 1,23t 1,08t 1,151
Other Income 54 52 25
Other Deductions 3 (5) (4)
Other-Than-Temporary Impairments — — @
Interest Expense (293) (295) (310
INCOME BEFORE INCOME TAXES 99z 83t 861
Income Tax (Expense) Benefit (387) (307) (340
NET INCOME $ 61z $ 52¢ % 521

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

Millions
Years Ended December 31,
2013 2012 2011

NET INCOME $ 61z $ 52¢ $ 521
Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges, net of tay

(expense) benefit of $1, $0 and $(1) for the yeaded 2013, 2012

and 2011, respectively (D) — 2
COMPREHENSIVE INCOME $ 611 $ 52¢ $ 522

See disclosures regarding Public Service Electiit@as Company included in the Notes to ConsolitiBieancial Statements.

82




Table of Contents

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED BALANCE SHEETS

Millions
December 31,
2013 2012
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 18 $ 11€
Accounts Receivable, net of allowances of $56 &&lifi 2013 and 2012,
respectively 83z 783
Unbilled Revenues 30C 314
Materials and Supplies 11t 114
Prepayments 24 29
Regulatory Assets 243 34¢
Derivative Contracts 25 5
Deferred Income Taxes 16 49
Other 12 24
Total Current Assets 1,58t 1,78
PROPERTY, PLANT AND EQUIPMENT 19,07: 17,00¢
Less: Accumulated Depreciation and Amortization (4,969 (4,726)
Net Property, Plant and Equipment 14,10 12,28(
NONCURRENT ASSETS
Regulatory Assets 2,612 3,83(
Regulatory Assets of VIEs 47¢€ 71z
Long-Term Investments 361 34¢
Other Special Funds 354 61
Derivative Contracts 69 62
Restricted Cash of VIEs 24 23
Other 132 12:
Total Noncurrent Assets 4,02¢ 5,16(
TOTAL ASSETS $ 19,72( $ 19,22

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

Millions

Other

Other

December 31,

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

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

Total Noncurrent Liabilities
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 13
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

2013 2012
$ 50C $ 725
237 22¢
60 268
53¢ 63C
19C 73
67 65
142 15¢
30 60
11¢ 12z
43 67
314 26¢
2,231 2,65:%
4,40¢ 4,22:
83¢ 1,011
27 465
23¢ 20¢
11 10
368 48¢
274 25C
— 107
72 32
47 38
6,272 6,82¢
5,06¢ 4,07C
25¢ 49¢€
5,32¢ 4,56¢
892 892
52C 42C
98¢ 98¢
3,481 2,87¢
1 2
5,88¢ 5,17¢
11,21 9,741
$ 19,72C $ 19,22

See disclosures regarding Public Service Electric@as Company included in the Notes to Consolilairancial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income

Adjustments to Reconcile Net Income to Net CashwElfxom Operating Activities:

Depreciation and Amortization
Provision for Deferred Income Taxes and ITC
Non-Cash Employee Benefit Plan Costs
Cost of Removal
Change in Accrued Storm Costs
Net Change in Regulatory Assets and Liabilities
Net Change in Certain Current Assets and Liabdlitie
Accounts Receivable and Unbilled Revenues
Materials and Supplies
Prepayments
Net Change in Tax Receivable
Accounts Payable
Accounts Receivable/Payable-Affiliated Comganinet
Other Current Assets and Liabilities
Employee Benefit Plan Funding and Related Payments
Other
Net Cash Provided By (Used In) Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment
Proceeds from Sales of Available-for-Sale Secwritie
Investments in Available-for-Sale Securities
Solar Loan Investments
Other
Net Cash Provided By (Used In) Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Short-Term Debt
Issuance of Long-Term Debt
Redemption of Long-Term Debt
Redemption of Securitization Debt
Cash Dividend Paid
Contributed Capital
Other
Net Cash Provided By (Used In) Financing Activities
Net Increase (Decrease) in Cash and Cash Equigalent
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received)
Interest Paid, Net of Amounts Capitalized
Accrued Property, Plant and Equipment Expenditures

Years Ended December 31,

2013 2012 2011
$ 612 $ 526 $ 521
872 77¢ 71¢
19¢ 44z 571
15€ 17¢ 11¢
(93) (116) (62)
(90) (90) (60)

2 (132) (130)

(5) (54) 252

1) (20) 4

5 88 —

— 16 (16)
19 (25) 9
10C (132) 197
40 37 (49)
(16€) (219 (330)
@) (30) 40
1,64¢ 1,25¢ 1,77€
175 (1,770 (1,309
38 77 —
(20) (77) —
(19 (79) (51)
— () 1)
(2179 (1,845 (1,359
(209) 26 —
1,50( 90C 25C
(725) (379 (264)
(226) (216) (20€)
— — (300)
10C — —
(17) (12 4
42¢ 562 (524)
(98) 27) (102)
11€ 142 24F

$ 18 $ 11€ $ 147
$ 84 $ (30 $ (519
$ 275 $ 28C $ 297
$ 246 $ 275 $ 204




See disclosures regarding Public Service Electrit@as Company included in the Notes to Consolilairancial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQU ITY

Millions
Accumulated
Other
Common Contributed Basis Retained Comprehensive
Stock Capital Adjustment Earnings Income (Loss) Total

Balance as of January 1, 2011 $ 89z $ 42C $ 98¢ $ 2,12¢ $ — $ 442

Net Income — — — 521 — 521

Other Comprehensive Income, net «

tax (expense) benefit of $(1) — — — — 2 2

Comprehensive Income 52¢

Cash Dividends on Common Stock — — — (300) — (300
Balance as of December 31, 2011 $ 89z $ 42C % 98¢ $ 2347 % 2 $ 464

Net Income — — — 52¢ — 52¢

Other Comprehensive Income, net of

tax (expense) benefit of $0 — — — — — —

Comprehensive Income 52¢
Balance as of December 31, 2012 $ 89z % 42C  $ 98¢ $ 287t $ 2 $ 517t

Net Income — — — 612 — 612

Other Comprehensive Income, net of

tax (expense) benefit of $1 — — — — Q) (1)

Comprehensive Income 611

Contributed Capital — 10C — — — 10C
Balance as of December 31, 2013 $ 89z $ 52C $ 98¢ $ 3487 $ 1 $ 5,88¢t

See disclosures regarding Public Service Electrit@as Company included in the Notes to ConsolitlBieancial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Organization, Basis of Presentation and Sumary of Significant Accounting Policies

Public Service Enterprise Group Incorporated, (PBE@ holding company with a diversified business within the energy industry. Its
operations are primarily in the Northeastern and Kilantic United States and in other select markeBEG's principal direct wholly owned
subsidiaries are:

° PSEG Power LLC (Power)—which is a multi-regional, wholesale energy supgiynpany that integrates its generating asset
operations and gas supply commitments with its egake energy, fuel supply and energy trading fonstthrough three principal
direct wholly owned subsidiaries. Power’s subsid&are subject to regulation by the Federal EnBeggulatory Commission
(FERC), the Nuclear Regulatory Commission (NRC) @redstates in which they operate.

° Public Service Electric and Gas Company (PSE&G)-which is an operating public utility engaged prpally in the transmissic
of electricity and distribution of electricity amatural gas in certain areas of New Jersey. PSE&Saject to regulation by the N
Jersey Board of Public Utilities (BPU) and the FERGE&G also invests in solar generation projectstzas implemented energy
efficiency and demand response programs in Neveyewghich are regulated by the BPU.

PSEG's other direct wholly owned subsidiaries idel®SEG Energy Holdings L.L.C. (Energy Holdingshjck primarily has investments in
leveraged leases; PSEG Long Island LLC (PSEG Lijchy effective January 1, 2014, operates the Uskagnd Power Authority's
transmission and distribution system under a conhted agreement; and PSEG Services Corporatiowi¢®s), which provides certain
management, administrative and general servicBSEG and its subsidiaries at cost.

Basis of Presentation

The respective financial statements included hdraire been prepared pursuant to the rules andatemng of the Securities and Exchange
Commission (SEC) applicable to Annual Reports omT+80-K and in accordance with accounting guidagereerally accepted in the United
States (GAAP).

On December 31, 2013, Energy Holdings distribubeddutstanding equity of its 50% interest in ampenghip that owns and operates a
generation facility in Hawaii and its wholly ownéederest in PSEG Solar Source LLC to PSEG. PSE@rincontributed this distribution to
Power as an additional equity investment. Thisdagtion was accounted for as a noncash transtagufy interest between entities under
common control. Power recognized the related assetdiabilities at their carrying amounts (histadi cost) at the date of transfer. In addit
as required under current guidance, Power accodoteke transaction to include the earnings arsgtssand liabilities related to the transfer
as if the transfer had occurred at the beginninth@fyear, and prior years have been retrospegtadjlisted to furnish comparative
information. This resulted in an increase to Pow@perating Revenues of $15 million , $8 milliord &Y million for the years ended
December 31, 2013, 2012 and 2011, respectivelf, avitincrease to Power’s Net Income of $16 milli@i9 million and $11 million for
those years. The adjustments also resulted inaiaare of $351 million and $291 million to Powerttal Assets as of December 31, 2013
and 2012, respectively, primarily comprised of Rmyp, Plant and Equipment of the transferred saleitities and the partnership investment
in the generation facility in Hawaii.

Significant Accounting Policies
Principles of Consolidation

Each company consolidates those entities in whibhs a controlling interest or is the primary Han&ry. See Note 3. Variable Interest
Entities. Entities over which the companies exhsignificant influence, but do not have a contrajlinterest and/or are not the primary
beneficiary, are accounted for under the equityhabbf accounting. For investments in which sigifit influence does not exist and the
investor is not the primary beneficiary, the costinod of accounting is applied. All significanténtompany accounts and transactions are
eliminated in consolidation, except as discussedadte 24. Related-Party Transactions .

Power and PSE&G also have undivided interestsritaicgjointly-owned facilities, with each resporisitior paying its respective ownership
share of construction costs, fuel purchases anchtipg expenses. Power and PSE&G consolidated pbetion of any revenues and expenses
related to their respective jointly-owned facilitim the appropriate revenue and expense categories
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Accounting for the Effects of Regulation

In accordance with accounting guidance for ratedisgd entities, PSE&G'’s financial statements meféct the economic effects of
regulation. PSE&G is required to defer the recagnibf costs (a Regulatory Asset) or record th@gadion of obligations (a Regulatory
Liability) if it is probable that, through the rateaking process, there will be a correspondingeiase or decrease in future rates. Accordingly,
PSE&G has deferred certain costs and recoverigshveine being amortized over various future peridasthe extent that collection of any
such costs or payment of liabilities is no longertyable as a result of changes in regulation arabiorpetitive position, the associated
Regulatory Asset or Liability is charged or credite income. Management believes that PSE&G’s magson and distribution businesses
continue to meet the accounting requirements fermagulated entities. For additional informatisee Note 6. Regulatory Assets and
Liabilities .

Derivative Financial Instruments

Each company uses derivative financial instrummteanage risk from changes in interest rates, coditsnprices, congestion costs and
emission credit prices, pursuant to its busineasghand prudent practices.

Derivative instruments, not designated as normedlmses or sales, are recognized on the balaneeatéeir fair value. Changes in the fair
value of a derivative that is highly effective asldhat is designated and qualifies as a fair vakdge, along with changes of the fair value of
the hedged asset or liability that are attributablthe hedged risk, are recorded in current pezarings. Changes in the fair value of a
derivative that is highly effective as and thatlésignated and qualifies as a cash flow hedgesameded in Accumulated Other
Comprehensive Income (Loss) until earnings arectdteby the variability of cash flows of the hedgehsaction. Any hedge ineffectiveness
is included in current period earnings. For defixatontracts that do not qualify nor are desigtha@te cash flow or fair value hedges or as
normal purchases or sales, changes in fair vakieeaorded in current period earnings.

Many non-trading contracts qualify for the normaftghases and normal sales exemption and are aecbiamtupon settlement.
For additional information regarding derivativedirtial instruments, see Note 16. Financial Risk ad@ment Activities .
Revenue Recognition

The majority of Power’s revenues relate to bildtecatracts, which are accounted for on the acdraals as the energy is delivered. Power’s
revenue also includes changes in the value of ragtiig energy derivative contracts that are noigthesed as normal purchases or sales or as
cash flow or fair value hedges of other positidPswer records margins from energy trading on dasis. See Note 16. Financial Risk
Management Activities for further discussion.

PSE&G's revenues are recorded primarily based ovicgs rendered to customers. PSE&G records udhidigenues for the estimated
amount customers will be billed for services rerddrom the time meters were last read to the émlgeorespective accounting period. The
unbilled revenue is estimated each month basedageuper day, the number of unbilled days in thmgeestimated seasonal loads based
upon the time of year and the variance of actugteledays and temperature-humidity-index hoursefunbilled period from expected
norms.

Depreciation and Amortization

Power calculates depreciation on generation-relassdts under the straight-line method based oasgets’ estimated useful lives. The
estimated useful lives are:

° general plant assets— 3 years toy2ar:

° fossil production assets— 19 years toyéar:

° nuclear generation assets—approximately&r:
° pumped storage facilities— F@ar:

° solar assets— 2fear:

PSE&G calculates depreciation under the straigig-fhethod based on estimated average remainirggdiviie several classes of depreciable
property. These estimates are reviewed on a periadiis and necessary adjustments are made avegpthe BPU or the FERC. The
depreciation rate stated as a percentage of oligisa of depreciable property was as follows:

2013 2012 2011
Avg Rate Avg Rate Avg Rate
PSE&G Depreciation Rate 2.48% 2.48% 2.4€%
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Taxes Other Than Income Taxes

Excise taxes and transitional energy facilitieeassient (TEFA) collected from PSE&G’s customerspaesented in the financial statements
on a gross basis. For the years ended Decemb20383,, 2012 and 2011 , TEFA is included in thedfelhg captions in the Consolidated
Statements of Operations:

Years Ended December 31,

2013 2012 2011
Millions
TEFA included in:
Operating Revenues $ 74 $ 106 $ 14€
Taxes Other Than Income Taxes $ 68 $ 98 $ 13z

Interest Capitalized During Construction (IDC) and Allowance for Funds Used During Construction (AFUDQ

IDC represents the cost of debt used to financetoaction at Power. AFUDC represents the cost bt dad equity funds used to finance the
construction of new utility assets at PSE&G. Theant of IDC or AFUDC capitalized as Property, Plantl Equipment is included as a
reduction of interest charges or other incomelerdquity portion. The amounts and average ratss toscalculate IDC or AFUDC for the
years endeDecember 31, 2013, 2012 and 2011 were as follows:

IDC/AFUDC Capitalized

2013 2012 2011
Millions Avg Rate Millions Avg Rate Millions Avg Rate
Power $ 23 5.3t% $ 29 5.1¢% $ 3C 5.91%
PSE&G $ 34 8.11% $ 33 84% $ 13 6.5€%

Income Taxes

PSEG and its subsidiaries file a consolidated fddecome tax return and income taxes are allocat@®SEG’s subsidiaries based on the
taxable income or loss of each subsidiary. Investrtax credits deferred in prior years are beinguized over the useful lives of the related
property.

Uncertain income tax positions are accounted forgua benefit recognition model with a two-step raggh, a more-likely-than-not
recognition criterion and a measurement attribliét tneasures the position as the largest amouak difenefit that is greater than 50% likely
of being realized upon ultimate settlement. I6itbt more-likely-than-not that the benefit will §@stained on its technical merits, no benefit
will be recorded. Uncertain tax positions that telanly to timing of when an item is included ota& return are considered to have met the
recognition threshold. See Note 20. Income Taxefufther discussion.

Impairment of Long-Lived Assets

In accordance with accounting guidance, managemaitates londived assets for impairment whenever events or gasin circumstance
such as significant adverse changes in regulaiosiness climate or market conditions, could paéintindicate an asset’s or asset group’s
carrying amount may not be recoverable. In sucavamt, an undiscounted cash flow analysis is pedrto determine if an impairment
exists. When a long-lived asset's carrying amoxo¢eds the undiscounted estimated future cash fieasciated with the asset, the asset is
considered impaired to the extent that the ads@t'galue is less than its carrying amount. An @nment would result in a reduction of the
long-lived asset value through a non-cash chargamoings.

Cash and Cash Equivalents
Cash equivalents consist of short-term, highlyitignvestments with original maturities of threemttws or less.
Accounts Receivable—Allowance for Doubtful Accounts

PSE&G’s accounts receivable are reported in the balamset &s gross outstanding amounts adjusted fotfdbalscounts. The allowance f
doubtful accounts reflects PSE&G’s best estimatéssses on the accounts receivable balances. [ldveaace is based on accounts
receivable aging, historical experience, writefofecasts and other currently available evidence.
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Accounts receivable are charged off in the pendhich the receivable is deemed uncollectible.dvedes of accounts receivable are
recorded when it is known they will be received.

Materials and Supplies and Fuel

Materials and supplies for Power are valued atdiver of average cost or market. Fuel inventori?@iver includes the weighted average
costs of stored natural gas, coal, fuel oil angppne used to generate power and to satisfy oldigatinder Power’s gas supply contracts with
PSE&G. The costs of fuel, including transportatiosts, are included in inventory when purchasedciiadged at average cost to Energy
Costs when used or sold. PSE&G’s materials andligsgpgre carried at average cost consistent wélrdke-making process.

Restricted Funds

PSE&G's restricted funds represent revenues celteitbm its retail electric customers that mustibed to pay the principal, interest and
other expenses associated with the securitizatow$of PSE&G Transition Funding LLC (Transitionmnling) and PSE&G Transition
Funding Il LLC (Transition Funding II).

Property, Plant and Equipment

Power capitalizes costs which increase the capacigtend the life of an existing asset, repreaemwly acquired or constructed asset or
represent the replacement of a retired asset. d$teof maintenance, repair and replacement of niteors of property is charged to
appropriate expense accounts as incurred. Envirotaheosts are capitalized if the costs mitigatprewvent future environmental
contamination or if the costs improve existing &&senvironmental safety or efficiency. All otheméronmental expenditures are expensed as
incurred.

PSE&G’s additions to and replacements of existiraperty, plant and equipment are capitalized afioal cost. The cost of maintenance,
repair and replacement of minor items of propestghiarged to expense as incurred. At the time ohitiepreciable property are retired or
otherwise disposed of, the original cost, adjusbechet salvage value, is charged to accumulatpdedétion.

Available-for-Sale Securities

These securities are comprised of the Nuclear Degesioning Trust (NDT) Fund, a master independgtdreal trust account maintained to
provide for the costs of decommissioning upon teation of operations of Power’s nuclear facilittgsl amounts comprising Other Special
Funds that are deposited to fund a Rabbi Trustlmvias established to meet the obligations relatewh-qualified pension plans and
deferred compensation plans.

Realized gains and losses on available-for-salgrgies are recorded in earnings and unrealizedsgand losses on such securities are
recorded as a component of Accumulated Other Cdmepséve Income (Loss) (except credit losses on skhirities which are recorded in
earnings). Securities with unrealized losses tfetlaemed to be other-than-temporarily impairedecerded in earnings. See Note 9.
Available-for-Sale Securities for further discussio

Pension and Other Postretirement Benefits (OPEB) Bh Assets

The market-related value of plan assets held ®qtralified pension and OPEB plans is equal tdahievalue of those assets as of year-end.
Fair value is determined using quoted market précesindependent pricing services based upon theigetype as reported by the trustee at
the measurement dates (December 31) for all plsgisisSee Note 12. Pension, Other Postretiremerdfize(OPEB) and Savings Plans for
further discussion.

Basis Adjustment

Power and PSE&G have recorded a Basis Adjustmehtinrespective Consolidated Balance Sheetsetlatthe generation assets that v
transferred from PSE&G to Power in August 2000hatprice specified by the BPU. Because the trangsrbetween affiliates, the
transaction was recorded at the net book valubeofssets and liabilities rather than the trarmiee. The difference between the total
transfer price and the net book value of the geaimeraelated assets and liabilities, $986 milliaref of tax, was recorded as a Basis
Adjustment on Power’s and PSE&G’s Consolidated Be#aSheets. The $986 million is a reduction of Rtsadember’s Equity and an
addition to PSE&G’s Common Stockholder’s Equitye$h amounts are eliminated on PSEG'’s consolidataddial statements.

Use of Estimates

The process of preparing financial statements imaranity with GAAP requires the use of estimated assumptions regarding certain types
of assets, liabilities, revenues and expenses. Sstahates primarily relate to unsettled transastiand events as of the date of the financial
statements.
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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 positod
e to present both net (offset amounts) and grossnmdtion in the notes to the financial statementsdtevant assets and liabiliti

We adopted this standard retrospectively effeclarguary 1, 2013. As this standard requires disggsonly, it did not have any impact on
consolidated financial position, results of openasi or cash flows. For additional information, dle 16. Financial Risk Management
Activities .

Reclassification Adjustments out of Accumulated Oter Comprehensive Income

This accounting standard requires entities to dgscthe following information about reclassificatiadjustments related to Accumulated
Other Comprehensive Income:

e changes in Accumulated Other Comprehensive Incatanbes 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 reclasktfienet income in their entirety in the same répgrperiod).

We adopted this standard prospectively effectiveidey 1, 2013. As this standard requires disclasardy, it did not have any impact on our
consolidated financial position, results of operasi or cash flows. For additional information, dlge 21. 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 ogrézed tax benefit or a portion thereof on theaBak Sheet as a reduction to a deferred tax
asset for a net operating loss carryforward, alaimeax loss, or a tax credit carryforward.

However, the unrecognized tax benefit will be pnésd on the Balance Sheet as a liability and vatllre combined with deferred tax asse
cases where that tax benefit cannot or will ngbeifmissible, be used to settle any additionalnmedaxes that would result from the
disallowance of a tax position.

The standard is effective for fiscal years andrintgoeriods beginning after December 15, 2013. \8lele the impact of adopting this
standard will be immaterial.

Note 3. Variable Interest Entities (VIES)
VIEs for which PSE&G is the Primary Beneficiary

PSE&G is the primary beneficiary of and consoliddteo marginally capitalized VIEs, Transition Fumgliand Transition Funding II, which
were created for the purpose of issuing transiionds and purchasing bond transitional properfyRE&G, which is pledged as collateral to
the trustee for these bonds. PSE&G acts as th&sefer these entities to collect securitizaticamsition charges authorized by the BPU.
These funds are remitted to the trustee for TrimmsEunding and Transition Funding Il and are ugednterest and principal payments on
transition bonds and related costs.

The assets and liabilities of these VIEs are piteseseparately on the face of the Consolidatedrigal&heets of PSEG and PSE&G because
the Transition Funding and Transition Funding Bets are restricted and can only be used to slettierespective obligations. The Transition
Funding and Transition Funding Il creditors do hate any recourse to the general credit of PSE&Barevent the transition charges are
sufficient to cover the bond principal and intenggyments of Transition Funding and Transition Fogdl, respectively.
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PSE&G’s maximum exposure to loss is equal to itstgdnvestment in these VIEs which was $16 millas of December 31, 2013 and
2012 . PSE&G considers the risk of actual lossatodmote. PSE&G did not provide any financial suppmTransition Funding or Transition
Funding Il in 2013 or 2012 . Further, PSE&G doeshave any contractual commitments or obligati@ngrovide financial support to
Transition Funding and Transition Funding II.

Note 4. Discontinued Operations and Dispositions
Discontinued Operations
Power

In March 2011, Power completed the sale of its @ MOV gas-fired Guadalupe generating facility fdotal sale price of $ 352 million ,
resulting in an after-tax gain of $ 54 million .

In July 2011, Power completed the sale of its 1 00 gas-fired Odessa generating facility for a tste price of $ 335 million , resulting in
an after-tax gain of $ 25 million .

PSEG Texas’ operating results for the year endextidber 31, 2011 , which were reclassified to Disooled Operations, are summarized
below:

Year Ended December

31, 2011

Millions
Operating Revenues $ 112
Income Before Income Taxes $ 26
Net Income (Loss) $ 17

Dispositions
Leveraged Leases

For the year ended December 31, 2011 , Energy kigddsold its leveraged lease investment in aneoffiglding in Denver, Colorado for
gross proceeds of $ 215 million . Proceeds nealesscosts were $ 175 million with an after-taxngafi $34 million .

Other Leases

In June 2013, Energy Holdings closed on the saits @fivestments in a commercial office complexgooceeds of $41 million , resulting in
an after-tax gain of $6 million .
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Note 5. Property, Plant and Equipment and Jointly-Qvned Facilities
Information related to Property, Plant and Equiptanof December 31, 2013 and 2012 is detailedabelo

2013

Generation:

Fossil Production

Nuclear Production

Nuclear Fuel in Service

Other Production-Solar
Construction Work in Progress
Total Generation
Transmission and Distribution:
Electric Transmission

Electric Distribution

Gas Transmission

Gas Distribution

Construction Work in Progress
Plant Held for Future Use
Other

Other
Total

Total Transmission and Distribution

PSEG
Power PSE&G Other Consolidated
Millions
6,92¢ $ — 3 —  $ 6,92¢
1,63¢ — — 1,63¢
857 — — 857
273 46¢ — 742
48¢ — — 48¢
10,17¢ 46¢ — 10,64¢
_ 4,03 — 4,037
— 7,10¢ — 7,10¢
— 8¢9 — 89
— 5,23( — 5,23(
— 1,60t — 1,60t
— 3 — 3
— 372 — 372
— 18,44" — 18,44*
99 157 364 62C
10,27¢ $ 19,07: $ 364 $ 29,71
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2012

Generation:

Fossil Production

Nuclear Production

Nuclear Fuel in Service

Other Production-Solar
Construction Work in Progress
Total Generation
Transmission and Distribution:
Electric Transmission

Electric Distribution

Gas Transmission

Gas Distribution

Construction Work in Progress
Plant Held for Future Use
Other

Total Transmission and Distribution

Other
Total

PSEG
Power PSE&G Other Consolidated
Millions

6,88¢ $ —  $ — 6,88¢
1,41¢ — — 1,41¢
852 — — 852
217 434 — 651
45(C 7 — 457
9,821 441 — 10,26:
— 3,05z — 3,05:
— 6,807 — 6,801
— 89 — 8¢9
— 5,06t — 5,06t
— 1,04¢ — 1,04¢
— 6 — 6
— 38C — 38C
— 16,44¢ — 16,44¢

93 117 482 692
991« $ 17,00¢ $ 482 27,40:

Power and PSE&G have ownership interests in andeaponsible for providing their respective sharfethe necessary financing for the
following jointly-owned facilities. All amounts rkdct the share of Power’'s and PSE&G'’s jointly-owpedjects and the corresponding direct
expenses are included in the Consolidated Statenoé@perations as operating expenses.

As of December 31,
2013 2012
Ownership Accumulated Accumulated
Interest Plant Depreciation Plant Depreciation
Millions
Power:
Coal Generating
Conemaugh 23% $ 374 % 13¢ % 321 % 132
Keystone 23% $ 38 % 14C % 387 % 12¢
Nuclear Generating
Peach Bottom 50% $ 88¢ $ 21t % 73C $ 192
Salem 57% $ 897 $ 254 % 865 $ 20¢
Nuclear Support Facilities Various $ 205 % 37 % 191 $ 29
Pumped Storage Facilities
Yards Creek 50% 36 $ 23 % 35 23
Merrill Creek Reservoir 14% 1 8 — 1 —
PSE&G:
Transmission Facilities Various 161 $ 66 % 15€ 63
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Power holds undivided ownership interests in tletlp-owned facilities above. Power is entitledstoares of the generating capability and
output of each unit equal to its respective ownigratterests. Power also pays its ownership shbaglditional construction costs, fuel
inventory purchases and operating expenses. Poslaie of expenses for the jointly-owned faciliiescluded in the appropriate expense
category. Each owner is responsible for any finagevith respect to its pro rata share of capit@lesxitures.

Power co-owns Salem and Peach Bottom with Exelametation. Power is the operator of Salem and Ex@leneration is the operator of
Peach Bottom. A committee appointed by the co-ospenvides oversight. Proposed Operation and Maamtee (O&M) budgets and
requests for major capital expenditures are reviearal approved as part of the normal Power govemprocess.

GenOn Northeast Management Company is a co-ownkthenoperator for Keystone Generating Station@oidemaugh Generating Station.
A committee appointed by the co-owners providegsight. Proposed O&M budgets and requests for negpital expenditures are reviewed
and approved as part of the normal Power governaress.

Power is a co-owner in the Yards Creek Pumped §toGeneration Facility. Jersey Central Power & Ligbmpany (JCP&L) is also a co-
owner and the operator of this facility. JCP&L sutsnseparate capital and O&M budgets, subject tweP's approval as part of the normal
Power governance process.

Power is a minority owner in the Merrill Creek Reg®r and Environmental Preserve in Warren Couligyw Jersey. Merrill Creek Owners
Group is the owner-operator of this facility. Theecator submits separate capital and O&M budgatgest to Power's approval as part of the
normal Power governance process.

Note 6. Regulatory Assets and Liabilities

PSE&G prepares its financial statements in accagarith GAAP accounting for regulated utilitiesdescribed in Note 1. Organization,
Basis of Presentation and Summary of Significantcdniting Policies . PSE&G has deferred certainscbased on rate orders issued by the
BPU or the FERC or based on PSE&G's experience wvithr rate cases. Most of PSE&G’s Regulatory Assetd Liabilities as of
December 31, 2013 are supported by written or@étser explicitly or implicitly through the BPU’sdatment of various cost items. These
costs will be recovered and amortized over varfatisre periods.

Regulatory Assets are subject to prudence reviemian be disallowed in the future by regulatorthatities. PSE&G believes that all of its
Regulatory Assets are probable of recovery. Teettient that collection of any Regulatory Assetpayments of Regulatory Liabilities is no
longer probable, the amounts would be chargededfited to income.
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PSE&G had the following Regulatory Assets and Liabs:

As of December 31,
2013 2012 Recovery/Refund Period
Millions

Regulatory Assets
Current
Non-Ultility Generation Charge (NGC) $ 6 $ — Annual filing for recovery (1) (2)
Societal Benefits Charges (SBC) 16 74 Annual filing for recovery (1) (2)
Solar and Energy Efficiency Recovery Charges (falyr
RRC and currently Green Program Recovery Charge
(GPRQ)) 41 33 Annual filing for recovery (1) (2)
Solar Pilot Recovery Charge (SPRC) 12 14  Annual filing for recovery (1) (2)
Capital Stimulus Undercollection 3 34 Annual filing for recovery (1) (2)
Weather Normalization Clause (WNC) 20 30 Annual filing for recovery (2)
New Jersey Clean Energy Program 142 154 Annual filing for recovery (1) (2)
Other 3 10 Various

Total Current Regulatory Assets $ 243 % 34¢
Noncurrent
Stranded Costs To Be Recovered $ 701 $ 1,112 Through December 2016 (1) (2)
Manufactured Gas Plant (MGP) Remediation Costs 44% 58¢& Various (2)
Pension and Other Postretirement Benefit Costs 637 1,55C Various
Deferred Income Taxes 444 40t Various
Remediation Adjustment Charge (RAC) (Other SBC) 144 88 Through 2019 (1) (2)
Mark-to-Market (MTM) Contracts — 107 See MTM Contracts below
Unamortized Loss on Reacquired Debt and Debt
Expense 81 89 Over remaining debt life (1)
Conditional Asset Retirement Obligation 12% 11C Various
Gas Margin Adjustment Clause — 7 Through July 2015 (2)
GPRC 151 14z Various (2)
WNC — 27 Annual filing for recovery (2)
Storm Damage Deferral 24t 244  To be determined
Other 117 74 Various

Total Noncurrent Regulatory Assets $ 3,08¢ $ 4,54
Total Regulatory Assets $ 3331 % 4,89:
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As of December 31,
2013 2012 Recovery/Refund Period
Millions
Regulatory Liabilities
Current
Deferred Income Taxes $ 31 % 32 Various
Overrecovered Gas and Electric Costs—Basic Gaslypupp
Service (BGSS) and Basic Generation Service (BGS) 9 21 Annual filing for recovery (1) (2)
FERC Formula Rate True-up — 5 Annual filing for recovery (1) (2)
NGC — 9 Annual filing for recovery (1) (2)
Other 3 — Various
Total Current Regulatory Liabilities $ 43 $ 67
Noncurrent
Electric Cost of Removal $ 137 % 16€ Reduced as cost is incurred
MTM Contracts 74 40 Various
Other 33 13 Various
Total Noncurrent Regulatory Liabilities $ 244 % 21¢
Total Regulatory Liabilities $ 287 % 28¢€

(1)
(2)

Recovered/Refunded with intert
Recoverable/Refundable per specific rate o

All Regulatory Assets and Liabilities are excludezin PSE&G's rate base unless otherwise noted.Rémulatory Assets and
Liabilities in the table above are defined as foto

NGC: Represents the difference between the cost of tiity-generation and the amounts realized frontisglthat energy at
market rates through PJM and ratepayer collections.

SBC: The SBC, as authorized by the BPU and the New y&tigetric Discount and Energy Competition Act,lirdes costs related
to PSE&G's electric and gas business as followsh@ USF; (2) Energy Efficiency and Renewable Bypétrograms; (3) Electric
bad debt expense; and (4) the RAC for incurred M&mRediation expenditures. All components accruer@st on both over and
underrecoveries.

GPRC: These costs are amounts associated with varioesvedte energy and energy efficiency programs. Caorapts of the
GPRC include: Carbon Abatement, Energy Efficiencgitomic Stimulus Program, Energy Efficiency Econoiktension
Program, the Demand Response Program, Solar Gemelatestment Program (Solar 4 All), Solar 4 Akténsion, Solar Loan Il
Program and Solar Loan Il Program.

SPRC: This charge is designed to recover the revenudrergants associated with the PSE&G Solar Pilot Romg(Solar Loan |)
per a BPU Order, less the net proceeds from tleeadalssociated Solar Renewable Energy Certifiq®@B&Cs) or cash received in
lieu of SRECs. The net recovery is subject to adeteaccounting. Interest at the two-year constattirity treasury rate plus 60
basis points will be accrued monthly on any undemwever-recovered balances.

Capital Stimulus Undercollection: PSE&G has received approval from the BPU for progr#hat provide for accelerated
investment in utility infrastructure. The goal bEte accelerated capital investments is to imptteeeliability of PSE&G's
infrastructure and New Jersey's economy througltiehtion.

WNC Deferral: This represents the over- or under- collectionasf margin refundable or recoverable under the BREaher

normalization clause. The WNC requires PSE&G taudate, at the end of each October-to-May periog |ével by which margin



revenues differed from what would have resultetbifmal weather had occurred.

New Jersey Clean Energy ProgramThe BPU approved future funding requirements foergy Efficiency and Renewable Enet
Programs through the first half of 2013. Once ttes are measured, they are recovered througtBtGe S

Stranded Costs To Be Recoveredthis reflects deferred costs, which are being reoed through the securitization transition

charges authorized by the BPU in irrevocable filragporders and being collected by PSE&G, as service
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on behalf of Transition Funding and Transition Fagdl, respectively. Collected funds are remitted'ransition Funding and
Transition Funding Il and are used for interest pridcipal payments on the transition bonds anateel costs and taxes.

Transition Funding and Transition Funding Il areolifyhnowned, bankruptcy-remote subsidiaries of PSBER& purchased certain
transition property from PSE&G and issued transitionds secured by such property. The transitiopgaty consists principally of
the rights to receive electricity consumption-bagedkilowatt-hour (kwWh) charges from PSE&G's dlieatlistribution customers,
which represent irrevocable rights to receive anmsafficient to recover certain of PSE&G's traiositcosts related to
deregulation, as approved by the BPU.

° MGP Remediation Costs:Represents the low end of the range for the remgienvironmental investigation and remediation
program cleanup costs for manufactured gas plaatsare probable of recovery in future rates. Qhese costs are incurred, they
are recovered through the RAC in the SBC.

° Pension and Other Postretirement Benefit Costfursuant to the adoption of accounting guidancemaployers' defined benefit
pension and OPEB plans, PSE&G recorded the unrézejoosts for defined benefit pension and otheE®Plans on the balance
sheet as a Regulatory Asset. These costs repisteatrial gains or losses, prior service coststantsition obligations as a result
adoption, which have not been expensed. These aestamortized and recovered in future rates.

° Deferred Income TaxesThese amounts represent the portion of deferregimedaxes that will be recovered or refunded thihoug
future rates, based upon established regulatoitipes.

° RAC (Other SBC): Costs incurred to clean up manufactured gas plalnish are recovered over seven ye

° MTM Contracts: The estimated fair value of gas hedge contracsscggeneration supply contracts and long-term srahoiffer
capacity agreements (SOCAS) as provided in Neveyartong-Term Capacity Agreement Pilot ProgramAP®). The regulatory
asset/liability is offset by a derivative asseblliy and, with respect to the gas hedge contrantg, an intercompany
receivable/payable on the Consolidated BalancetShas a result of a federal court ruling that hibld LCAPP to be
unconstitutional, the SOCAs were terminated anddlated derivative liability and regulatory assmtersed in the fourth quarter of
2013.

° Unamortized Loss on Reacquired Debt and Debt ExpeasRepresents losses on reacquired long-term debtgehses
associated with issuances of new debt, which a@vered through rates over the remaining life efdebt.

° Conditional Asset Retirement Obligation: These costs represent the differences betweenegutated cost of removal accounting
and asset retirement accounting under GAAP. Thests avill be recovered in future rates.

° Gas Margin Adjustment Clause:PSE&G defers the margin differential received froransportation Gas Service Non-Firm
Customers versus bill credits provided to BGSS-Fiustomers.

° Storm Damage Deferral:Costs incurred in the cleanup of major storms ih22@011 and 2010, including Hurricane Irene and
Superstorm Sandy under a BPU Order received inleee2012 authorizing the deferral of incremental atherwise
unreimbursed costs.

° Overrecovered Gas and Electric CostsThese costs represent the net overrecovered amassusiated with BGSS and BGS, as
approved by the BPU. For BGS, interest is accruedath overrecovered and underrecovered balanoe®8ESS, interest is

accrued only on overrecovered balances from resal@ustomers.

° FERC Formula Rate True-up: Overcollection or undercollection of transmissi@mréngs calculated using a FERC approved
formula.
° Electric Cost of Removal:PSE&G accrues and collects for cost of removahtes. The liability for non-legally required co$t o

removal is classified as a Regulatory Liability.ig hability is reduced as removal costs are inedrrAccumulated cost of remova



a reduction to the rate base.

Significant 2013 regulatory orders received frord aorrently pending rate filings with the FERC a@hd BPU are as follows:

Transmission Formula Rates—PSE&G’s 2013 Annual Formula Rate Update with tBRE provided for approximately $174
million in increased annual transmission revenues effedtiweiary 1, 2013. In October 2013, PSE&G file@@$4 Annual Formul
Rate Update with the FERC, which provided for agprately $176 million in increased annual transmoissevenues effective
January 1, 2014. PSE&G subsequently reached arragré with certain customers providing for a dowrdaedjustment of

postretirement benefits other than pension includets Formula Rate, and in December 2013 subthittehe FERC a Modified

Annual Update for 2014 and a request
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that the FERC authorize the agreed-upon revenuease. Under this modified proposal, annual trassiom revenues would
increase by $171 million rather than $176 millieffective January 1, 2014. In mid-January 2014 RERC issued an order
authorizing the proposed tariff.

° BGSS—In October 2013, PSE&G filed a self-implementiagptmonth BGSS residential customer bill credit wihe BPU. This
bill credit was 35 cents per therm for the monthSBlavember and December 2013 and provided apprdei;&115 million in total
credits to residential customers over the two mantiducing the BGSS deferred balance. The BG®Sewérted back to the
current rate on January 1, 2014. In January 203&&/5 filed a self-implementing one-month BGSS restiial customer bill credit
with the BPU. This bill credit is 25 cents per timefior the month of February 2014 and is expectgutdvide approximately $50
million in total credits to residential customerseothe month, reducing the BGSS deferred baldndeebruary 2014, PSE&G filed
an additional self-implementing one-month BGSSdwssiial customer bill credit with the BPU which dbntinue the 25 cents per
therm credit through the month of March 2014. Tddslitional credit is expected to provide approxeha$43 million in total
credits to residential customers, reducing therdedeBGSS balance. On April 1, 2014, the BGSSwaélteevert back to the current
rate.

° RAC—On February 19, 2014, the BPU approved PSE&QGSfilvith respect to its RAC 20 petition allowingoxery of net MGP
expenditures through July 31, 2012.

° GPRC—In May 2013, PSE&G received BPU approval for remmgvof GPRC program costs incurred through Nover3Be2012.

In July 2013, PSE&G filed a petition with the BP@Jrecover GPRC program costs incurred after Nover2®&2. On
February 19, 2014, the BPU approved that requegthwdilowed recovery of GPRC program costs incuthedugh
September 30, 2013.

° WNC —In April 2013, the BPU approved PSE&G's filing vitespect to deficiency revenues from the 20012 Winter Period. A
a result, final rates were approved to recoveri§dlion from customers during the 2012-2013 Wirfeariod, with a
carryover deficiency of $24 million to the 2013-20&/inter Period. In September 2013, the BPU prowiaily approved
PSE&G's filing with respect to deficiency revenfiesn the 2012-2013 Winter Period, inclusive of $&4 million
carryover deficiency from the 2011-2012 Winter BdriAs a result, a total of $26 million of deficanrevenues will be
recovered from customers during the 2013-2014 WiRgiod (October 1 through May 31).

° Universal Service Fund (USF)/Lifeline—The USF is an energy assistance program mandgtéeiBPU and funded through the
SBC clause mechanism to provide payment assistarioes income customers. The Lifeline program separate
mandated energy assistance program to provide payassistance to elderly and disabled customeiSeptember 2013,
the BPU approved rates set to recover costs intwméer the Program. PSE&G earns no margin ondhection of the
USF and Lifeline programs resulting in no impacth\et Income.

° Capital Stimulus Infrastructure Programs (CIP I1}—In November 2013, PSE&G filed a petition with tBBU to recover program

costs incurred for its CIP Il investments througdp@mber 30, 2013. The discovery phase of thisggdiog is underway.

° SBC—In November 2013, PSE&G filed a petition with BBBU to recover NGC and SBC costs incurred througiteSnber 30,
2013 under its Energy Efficiency & Renewable EndPgggrams, Social Programs and NGC. The discoveageof this proceedi

is underway.
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Note 7. Long-Term Investments
Long-Term Investments as of December 31, 2013 i@ ihcluded the following:

Power
Partnerships and Corporate Joint Ventures (Equiyhild Investments) (A)
PSE&G
Life Insurance and Supplemental Benefits
Solar Loan Investments
Other Investments
Energy Holdings
Lease Investments
Partnerships and Corporate Joint Ventures:
Equity Method Investments (A)
Cost Method Investments (B)
Total Long-Term Investments

As of December 31,

2013 2012
Millions

12¢ 12&

15€ 161

19¢€ 18C

7 7

82t 84C

3 9

1 2

1,31 $ 1,32¢

During the three years ended December 31, 2@032 and 2011 , the amount of dividends fronse¢hiavestments was $11 millign

$17 million and $3 million , respectively.

Reflects Energy Holdings' investments in dartsompanies in which it does not have the abibitgxercise significant influence.

Such investments are accounted for under the cetstau.

Leases

Energy Holdings has investments in domestic enarglyreal estate assets subject primarily to lewstéepse accounting. A leveraged lea:
typically comprised of an investment by an equityestor and debt provided by a third party debégtor. The debt is recourse only to the
assets subject to lease and is not included on BRSEghsolidated Balance Sheets. As an equity inveEnergy Holdingséquity investment

in the leases are comprised of the total expeet@skl receivables over the lease terms plus tieatst residual values at the end of the lease
terms, reduced for any income not yet earned ofetiges. This amount is included in Long-Term ltwesits on PSEG’s Consolidated
Balance Sheets. The more rapid depreciation oftreed property for tax purposes creates tax dawstifiat will be repaid to the taxing
authority in later periods. As such, the liability such taxes due is recorded in Deferred Incoae3 on PSEG’s Consolidated Balance
Sheets. The following table shows Energy Holdirggs'ss and net lease investment as of Decembe023B,&hd 2012 , respectively.

Lease Receivables (net of Non-Recourse Debt)
Estimated Residual Value of Leased Assets
Total Investment in Rental Receivables
Unearned and Deferred Income

Gross Investments in Leases

Deferred Tax Liabilities

Net Investments in Leases

As of December 31,

2013 2012
Millions

701 $ 721

52¢ 53t

1,23( 1,25¢
(405) (41€)

82t 84C
(727) (72%)

98 $ 117
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The pre-tax income and income tax effects, exclydiains and losses on sales, related to investrirelgases were as follows:

Years Ended December 31,

2013 2012 2011
Millions
Pre-Tax Income (Loss) from Leases $ 11 $ 78 % (22¢)
Income Tax Expense (Benefit) on Pre-Tax IncoramfLeases $ 6 $ 34 % (77)

Equity Method Investments
Power and Energy Holdings had the following equigthod investments as of December 31, 2013 :

%
Name Location Owned

Power

Keystone Fuels, LLC PA 23%
Conemaugh Fuels, LLC PA 23%
Kalaeloa HI 50%
Energy Holdings

GWF CA 50%
Hanford L. P. (Hanford) CA 50%

Note 8. 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 SRECs geneffabed the installed solar electric system. The failng table reflects the outstanding loans
by class of customer, none of which would be carsid “non-performing.”

Credit Risk Profile Based on Payment Activity
As of December 31,

Consumer Loans 2013 2012
Millions
Commercial/Industrial $ 192 % 174
Residential 15 15
$ 207 $ 18¢

Energy Holdings

Energy Holdings had a net investment in domesté&rggnand real estate assets subject to leveragsd secounting of $98 million and $117
million as of December 31, 2013 and 2012 , respelstiSee Note 7. Long-Term Investments ).

The corresponding receivables associated withethgel portfolio are reflected below, net of non-uese debt. The ratings in the table
represent the ratings of the entities providingnpemnt assurance to Energy Holdings. “Not Ratsalinterparties represent investments in |
receivables related to coal-fired assets and cowciadeeal estate properties.
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Lease Receivables, Net of
Non-Recourse Debt

As of December 31,

Counterparties’ Credit Rating (S&P) as of Decembei31, 2013 2013 2012
Millions

AA $ 19 $ 21

AA- 5€ 73

BBB+ - BB+ 31€ 31€

B 16€ 16€

Not Rated 144 14t
$ 701 % 721

The “B” rating and the "Not Rated" above includade receivables related to coal-fired assets ing3#rania and lllinois, respectively. As of
December 31, 2013, the gross investment in treeteaf such assets, net of non-recourse debt, »ésrillion ( $7 million , net of deferred
taxes). A more detailed description of such asseder lease is presented in the following table.

Counterparties’
Gross % Total  Fuel S&P Credit
Asset Location Investment Owned MW  Type Ratings Counterparty
Millions
Powerton Statiol
Units 5 and 6 IL $ 134 64% 1,53t Coal Not Rated Edison Mission Energy
Joliet Station
Units 7 and 8 IL $ 84 64% 1,042 Coal Not Rated Edison Mission Energy
Keystone Statior
Units 1 and 2 PA $ 11€ 17% 1,711 Coal B GenOn REMA, LLC
Conemaugh
Station Units 1
and 2 PA $ 117 17% 1,711 Coal B GenOn REMA, LLC
Shawville
Station Units 1,
2,3and 4 PA $ 11C 10C% 605 Coal B GenOn REMA, LLC

The credit exposure for lessors is partially migghthrough various credit enhancement mechanisthinwhe lease transactions. These
credit enhancement features vary from lease t@laad may include letters of credit or affiliateagantees. Upon the occurrence of certain
defaults, indirect subsidiary companies of Energydithgs would exercise their rights and attempeek recovery of their investment,
potentially including stepping into the lease dikgto protect their investments. While these awdicould ultimately protect or mitigate the
loss of value, they could require the use of sigaift capital investments and trigger certain niakésix obligations. A bankruptcy of a lessee
would likely delay any efforts on the part of tlesdors to assert their rights upon default anddcdellay the monetization of claims. Failure to
recover adequate value could ultimately lead toradlosure on the assets under lease by the lenfiEneclosures were to occur, Energy
Holdings could potentially record a pre-tax writi-ap to its gross investment in these facilitieslanay also be required to pay significant
cash tax liabilities to the Internal Revenue Ser(IRRS).

Indirect subsidiary companies of Energy Holdingsskethree coal-fired generation facilities in Pgtuaia (Keystone, Conemaugh and
Shawville) to GenOn REMA, LLC (GenOn REMA), a subary of GenOn Energy Inc. (GenOn), which was aegliby NRG Energy, Inc.
(NRG) in December 2012. With respect to addresgargus environmental controls: Keystone has itedted flue gas desulfurization (FGD)
system for sulfur dioxide (S@), selective catalytic reduction (SCR) equipmenmtrfitrogen oxide (NQ ) and mercury control; Conemaugh
has a FGD system, while SCR and mercury contrapegent are scheduled to be installed and operdtmnthe first quarter of 2015; and
GenOn has disclosed its plan to place Shawvilke ‘flong-term protective layupy April 2015. GenOn has stated that it is evahgtvhethe
to continue to pay the required rent and maintaénfacility in accordance with the lease termsominate the lease for obsolescence in w
case the lessee would be required, among otheysthio pay the contractual termination value stmgtt to recover Energy Holdings' indirect
subsidiaries' lease investment as specified itehee agreement.
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Although all lease payments from the GenOn REMAésaare current, no assurances can be given thet fuayments in accordance with
lease contracts will continue. Factors which magant future lease cash flows include, but areinutdd to, new environmental legislation
and regulation regarding air quality, water anceotfischarges 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
affiliate of Citigroup, and, together with Nesbitie "Equity Investors"). These facilities are kethso Midwest Generation (MWG), an indirect
subsidiary of Edison Mission Energy (EME).

MWG has substantially completed investments in mmgreemoval (Activated Carbon Injection) and N@&mission controls (low N®
burners and Selective Non-Catalytic Reduction sgsjeln April 2013, MWG obtained approval from tiiéois Pollution Control Board to
defer capital investments for up to two additiopedirs to meet upcoming air emission compliance ldesdunder lllinois law. Also, in July
2013, the U.S. Court of Appeals affirmed the judgtraf the lower court dismissing claims broughttbg U.S. Environmental Protection
Agency (EPA) and the State of lllinois against Eltiel MWG for alleged violations of the Clean Air Act

In December 2012, EME and MWG filed for relief un@hapter 11 of the U.S. Bankruptcy Code. Immetligigor to that filing, EME,

MWG and the Equity Investors, as well as certafiiaied owner lessors, entered into a forbearaagreement with holders of a majority of
the lease debt that financed the original salecle@sk transaction. As part of this agreement, Wy®lwill make partial lease payments of $4
million each month during the extension periodtsigrin July 2013, (ii) MWG will continue to maketain environmental capital
expenditures at the units, and (iii) the partieree their rights, claims, and defenses with retsjpewhether the leases are secured financ
rent amounts due under the leases, and the ctagsifi of claims under the leases, among othegshin

In October 2013, NRG, EME, MWG, the Equity Investand other creditor parties involved in the baptey executed a new agreement,
which was approved by the Bankruptcy Court. The agreement contains the terms and conditions umbigh NRG would acquire
substantially all of EME’s assets, including theM@aon and Joliet leased assets. As part of thegsexd transaction, (i) the leases for the
Powerton and Joliet coal units would be assumetth@in existing terms, (i) all past due rent unter leases would be paid in full, (i) NRG
would assume EME'’s tax indemnity and guaranteegahiins, and (iv) NRG would invest up to $350 roiiliin the Powerton and Joliet coal
units so they could be operated in compliance alitenvironmental regulations. The proposed tratiza@lso requires approval by the FE
and other regulatory bodies, and there can be surasces that the above transaction will be consatetn NRG and EME have stated that
they expect the transaction to close in March 20h4. terms of the aforementioned forbearance aggaereamain in effect until such time as
the NRG acquisition is consummated or terminated.

In December 2011, indirect subsidiary companieSradrgy Holdings and Dynegy Incorporated (Dyneggched a settlement agreement
resolving disputes that had arisen between themnegard to Dynegy Holding’s (DH) rejection of tBgnegy leases. The original terms of
the settlement agreement included an allowed dlaiBankruptcy Court of $110 million against DH.December 2011, upon the effective
date of the court order authorizing the Dynegyde@gections, the leases no longer qualified feetaged lease accounting treatment under
GAAP. As a result, Energy Holdings wrote off thes82million gross lease investment against the presly recorded reserve. The Energy
Holdings' indirect subsidiary companies that areess/lessors of the two plants ceased leveraged lacounting and recorded the
generation assets and related nonrecourse prabtbd their balance sheets at their respectiveddiies (See Note 17. Fair Value
Measurements).

In June 2012, an amended and restated settlemem@nagnt entered into by DH, Dynegy and their coedi{including indirect subsidiary
companies of Energy Holdings) was approved by thekBuptcy Court. In October 2012, Dynegy emergecthfbankruptcy and distributed
cash and stock settlements to the claimants. Ttaerecovery of Energy Holdings' indirect subsigiaompanies from the Dynegy leases was
approximately $63 million , which was recorded ipeBating Revenues in 2012.

In December 2013, Energy Holdings executed a lestnsion for its share of the Grand Gulf nucledt im Mississippi with the lessee,
System Energy Resources, Inc., an affiliate of Egyt€orporation. The lease terms are for $14 mmltsd annual rent commencing at the end
of the current lease in July 2015 and extendingugi July 2036.

Note 9. Available-for-Sale Securities
NDT Fund

In accordance with NRC regulations, entities owrangnterest in nuclear generating facilities @&guired to determine the costs and funding
methods necessary to decommission such facilipes termination of operation. As a general praceeeh nuclear owner places funds in
independent external trust accounts it maintaingewide for decommissioning. Power is
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required to file periodic reports with the NRC demsrating that the NDT Fund meets the formula-baseimum NRC funding
requirements.

Power maintains an external master NDT to funghire of decommissioning for its five nuclear fitie$ upon their respective terminatior
operation. The trust contains two separate fundstadified fund and a non-qualified fund. Secti@8A of the Internal Revenue Code limits
the amount of money that can be contributed irqaalified fund. Power’s share of decommissioningtseelated to its five nuclear units was
estimated to be between $2.2 billion and $2.4dyilliincluding contingencies. The liability for @@emissioning recorded on a discounted
basis as of December 31, 2013 was approximatel9 $8ion and is included in the Asset Retiremeili@ation. The trust funds are
managed by third-party investment advisors who atgeunder investment guidelines developed by Power.

Power classifies investments in the NDT Fund adaa-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 December 31, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 60 $ 29C $ 2 $ 897
Debt Securities

Government Obligations 43¢ 3 (12 42¢

Other Debt Securities 28t 10 (4) 291
Total Debt Securities 723 13 (16) 72C
Other Securities 84 — — 84
Total NDT Available-for-Sale Securities $ 1,41¢ $ 305 % (18 $ 1,701

As of December 31, 2012
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 64¢ $ 147 $ 6 9 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 iedledeivables and payables for NDT Fund transagtidrich have not settled at the end of
each period. Such amounts are included in Accdrateivable and Accounts Payable on the Consolidzatathce Sheets as shown in the
following table.

As of December As of December
31, 2013 31, 2012

Millions
Accounts Receivable $ 39 $ 18
Accounts Payable $ 36 $ 53
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The following table shows the value of securitie$hie NDT Fund that have been in an unrealizedposgion for less than 12 months and
greater than 12 months:

As of December 31, 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) $ 3C $ 2 $ 2 % — $ 13¢ % ® $ — ¢ =
Debt Securities
Government Obligations (B) 30C (12) 1 @ 34 — 1 —
Other Debt Securities (C) 107 4 3 — 31 — 6 —
Total Debt Securities 407 (15) 4 (1) 65 — 7 —
NDT Available-for-Sale
Securities $ 437 $ @an $ 6 % 1 $ 204 % ®© $ 7 3 —
(A) Equity Securities—Investments in marketableiggsecurities within the NDT Fund are primaritygommon stocks within a broad

range of industries and sectors. The unrealizeskkare distributed over companies with limitedaimpent durations. Power does
not consider these securities to be other-than-oeaniy impaired as of December 31, 2013 .

(B) Debt Securities (Government)—Unrealized losse®ower’'s NDT investments in United States Treasbligations and Federal
Agency mortgage-backed securities were causedtesest rate changes. Since these investments arargeed by the United
States government or an agency of the United Sgaesrnment, it is not expected that these seearitiill settle for less than their
amortized cost basis, since Power does not insdlt nor will it be more-likely-than-not requiréal sell. Power does not consider
these securities to be other-than-temporarily ingohas of December 31, 2013 .

(C) Debt Securities (Corporate)—Power’s investmentsomporate bonds are primarily in investment graetaisties. It is not expected that
these securities would settle for less than thewréized cost. Since Power does not intend tatlsele securities nor will it be more-
likely-than-not required to sell, Power does natsider these debt securities to be other-than-teamipoimpaired as of
December 31, 2013 .

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

Years Ended December 31,
2013 2012 2011
Millions

Proceeds from Sales $ 1,07C $ 1,43 $ 1,35¢
Net Realized Gains

Gross Realized Gains $ 11z $ 15z % 144

Gross Realized Losses (26) (52 (45)
Net Realized Gains (Losses) on NDT Fund $ 86 $ 101 $ 99

Gross realized gains and gross realized losselwsistin the above table were recognized in Othesrhe and Other Deductions,
respectively, in PSEG’s and Power's ConsolidatedeBtents of Operations. Net unrealized gains ol $#lion (after-tax) are included in
Accumulated Other Comprehensive Loss on PSEG'®aner’s Consolidated Balance Sheets as of Decefih&@013 .
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The available-for-sale debt securities held asetdinber 31, 2013 had the following maturities:

Time Frame Fair Value
Millions

Less than one year $ 44
1-5years 18C
6 - 10 years 18C
11 - 15 years 45
16 - 20 years 26
Over 20 years 24¢
Total NDT Available-for-Sale Debt Securities $ 72C

The cost of these securities was determined obadkis 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 sevedthd duration of the loss. For fixed income semsgjtmanagement considers its intent to sell
or requirement to sell a security prior to expectszbvery. In those cases where a sale is expeatgdmpairment would be recorded through
earnings. For fixed income securities where thereoiintent to sell or likely requirement to sellinagement evaluates whether credit los:
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 $12 wrillivere recognized on securities
in the NDT Fund. Any subsequent recoveries in tlee of these securities would be recognized iruAmdated Other Comprehensive
Income (Loss) unless the securities are sold, iiclmbase, any gain would be recognized in inconhe. 8ssessment of fair market value
compared to cost is applied on a weighted averagis lbaking into account various purchase datesrdtial cost of the securities.

Rabbi Trust

PSEG maintains certain unfunded nonqualified bépédins to provide supplemental retirement andrdedecompensation benefits to certain
key employees. Certain assets related to these pkare been set aside in a grantor trust commardwR as a “Rabbi Trust.”

PSEG classifies investments in the Rabbi Truswvasable-for-sale. The following tables show the fealues, gross unrealized gains and
losses and amortized cost bases for the secuniidsn the Rabbi Trust.

As of December 31, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 14 $ 9 % — 3 23
Debt Securities
Government Obligations 10¢ — 2 107
Other Debt Securities 46 1 (@D} 46
Total Debt Securities 15t 1 ©) 15¢
Other Securities 3 — — 3
Total Rabbi Trust Available-for-Sale Securities $ 172 $ 10 $ 3 $ 17¢
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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 % —  $ 18t

These amounts in the preceding tables do not iedledeivables and payables for Rabbi Trust Fums#etions which have not settled at the
end of each period. Such amounts are included doéats Receivable and Accounts Payable on the idatzdl Balance Sheets as show in
the following table.

As of December As of December

31, 2013 31, 2012
Millions
Accounts Receivable $ 1 % 4
Accounts Payable $ 2 3 5

The following table shows the value of securitie$hie Rabbi Trust Fund that have been in an ueghloss position for less than 12 months
and greater than 12 months:

As of December 31, 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) $ — 9 — $ — 3 — $ — 3 — $ — 9 —
Debt Securities
Government Obligations (B) 47 2 2 — — — — —
Other Debt Securities (C) 18 (0] 1 — — — — —
Total Debt Securities 65 (3) 3 — — — — —
Rabbi Trust Available-for-Sale
Securities $ 65 9 R $ 3 % —  $ — 3 — $ — % —
(A) Equity Securities—Investments in marketableiggsecurities within the Rabbi Trust Fund is tigb a mutual fund which invests

primarily in common stocks within a broad rangeénofustries and sectors. PSEG does not considez Heeurities to be other-than-
temporarily impaired as of December 31, 2013 .

(B) Debt Securities (Government)—Unrealized logse®SEG’s Rabbi Trust investments in United Stateasury obligations and
Federal Agency mortgage-backed securities wereecdlong interest rate changes. Since these invessraemguaranteed by the
United States government or an agency of the UiSitates government, it is not expected that theseriies will settle for less
than their amortized cost basis, since PSEG doesitend to sell nor will it be more-likely-than-nequired to sell. PSEG does not
consider these securities to be other-than-temiomapaired as of December 31, 2013 .
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(C) Debt Securities (Corporate)—PSEG'’s investment®iparate bonds are primarily in investment gradeisges. It is not expected that
these securities would settle for less than thepréized cost. Since PSEG does not intend tolsedle securities nor will it be more-
likely-than-not required to sell, PSEG does notsidar these debt securities to be other-than-teaniypimpaired as of
December 31, 2013 .

The proceeds from the sales of and the net reatjaat on securities in the Rabbi Trust Fund were:

Years Ended December 31,
2013 2012 2011
Millions

Proceeds from Rabbi Trust Sales $ 8 ¢ 23: % =
Net Realized Gains (Losses):

Gross Realized Gains $ 4 $ 6 $ —

Gross Realized Losses 3 — —
Net Realized Gains (Losses) on Rabbi Trust $ 1 $ 6 $ —

Gross realized gains and gross realized lossel®siggtin the above table were recognized in Othesrhe and Other Deductions,
respectively, in the Consolidated Statements ofr@mns. Net unrealized gains of $4 million (aftax) were recognized in Accumulated
Other Comprehensive Loss on the Consolidated Bal@heets as of December 31, 2013 . The Rabbi avafible-for-sale debt securities
held as of December 31, 2013 had the following mids:

Time Frame Fair Value
Millions

Less than one year $ —
1-5years 58
6 - 10 years 3C
11 - 15 years 7
16 - 20 years 4
Over 20 years 54
Total Rabbi Trust Available-for-Sale Debt Securities $ 152

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

PSEG periodically assesses individual securitiesseHair value is less than amortized cost to deter whether the investments are
considered to be other-than-temporarily impaireat. dguity securities, the Rabbi Trust is invested commingled indexed mutual fund. Due
to the commingled nature of this fund, PSEG doddawge 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 expectambvery. In those cases where a sale is expectgdmgairment would be recorded through
earnings. For fixed income securities where thereiintent to sell or likely requirement to sellinagement evaluates whether credit los:
component of the impairment. If so, that portiomésorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss).adsessment of fair market value compared to cegtdbed on a weighted average
basis taking into account various purchase datesratial cost of the securities. In 2013 , therer&vno other-than-temporary impairments
recognized on investments of the Rabbi Trust.
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The fair value of the Rabbi Trust related to PSE@&yer and PSE&G are detailed as follows:

As of December  As of December
31, 2013 31, 2012
Millions
Power $ 39 $ 36
PSE&G 42 61
Other 98 88
Total Rabbi Trust Available-for-Sale Securities $ 17¢ $ 18t

Note 10. Goodwill and Other Intangibles

As of each of December 31, 2013 and 2012 , Powegtgbadwill of $ 16 million related to the Bethlehdéinergy Center facility. Power
conducted an annual review for goodwill impairmasitof October 31, 2013 and concluded that goodva#l not impaired. No events
occurred subsequent to that date which would requiurther review of goodwill for impairment.

In addition to goodwill, as of December 31, 2018 2012 , Power had intangible assets of $ 33 milliod $ 34 million , respectively, related
to emissions allowances and renewable energy srégtitissions expense includes impairments of eamssllowances and costs for
emissions, which is recorded as emissions occulo@sis served under contracts requiring energyfrenewable sources, the related
expense is recorded. Such expenses for the yedesl @ecember 31, 2013, 2012 and 2011 were asv&llo

Years Ended December 31,
2013 2012 2011
Millions
Emissions Expense $ 6 $ 5 % 35
Renewable Energy Expense $ 26 $ 34 $ 43

Note 11. Asset Retirement Obligations (AROS)

PSEG, Power and PSE&G have recorded various AR@shwépresent legal obligations to remove or dispafsan asset or some component
of an asset at retirement.

Power’s ARO liability primarily relates to the denmissioning of its nuclear power plants in accoogawith NRC requirements. To estimate
this decommissioning obligation related to its eaclpower plants, Power uses a probability weightetounted cash flow model which, on
a unit by unit basis, considers multiple outcomenseios that include significant estimates andragsions, and are based on third party
decommissioning cost estimates, cost escalaties ratflation rates and discount rates. Power hasdependent external trust that is
intended to fund decommissioning of its nucleailifees upon termination of operation. For addi@imformation, see Note 9. Available-for-
Sale Securities . Power also identified conditioh@Os primarily related to Power’s fossil generatimits, including liabilities for

° removal of asbestos, stored hazardous liquid nzdtend underground storage tanks from industrialgrcsites

° restoration of leased office space to rentable itimmdupon lease terminatic

° permits and authorizatiol

L restoration of an area occupied by a reservoir vihemeservoir is no longer needed,

° demolition of certain plants, and the restoratibthe sites at which they reside, when the plargsha longer in servic

PSE&G has conditional AROs primarily for legal galtions related to the removal of treated woodspated the requirement to seal natural
gas pipelines at all sources of gas when the pipglare no longer in service. PSE&G did not reaordRO for its protected steel and poly-
based natural gas transmission lines, as managdmalies that these categories of transmissi@s lirave an indeterminable life.
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The changes to the ARO liabilities for PSEG, Poarsd PSE&G during 2012 and 2013 are presented ifotlosving table:

PSEG Power PSE&G Other
Millions
ARO Liability as of January 1, 2012 $ 48¢ % 261 $ 226 % 2
Liabilities Settled (5) (1) (5) 1
Liabilities Incurred 11 4 7 —
Accretion Expense 21 21 — —
Accretion Expense Deferred and Recovered in Rase Ba) 14 — 14 —
Revisions to Present Values of Estimated Cash Flows 97 89 8 —
ARO Liability as of December 31, 2012 $ 627 $ 374 $ 25C % 3
Liabilities Settled (5) (D )] —
Liabilities Incurred 17 4 13 —
Accretion Expense 23 23 — —
Accretion Expense Deferred and Recovered in Rase Ba) 15 — 15 —
ARO Liability as of December 31, 2013 $ 677 $ 40C $ 274 $ 3

(A) Not reflected as expense in Consolidated Statenoéi@peration

During 2012, Power recorded an increase in its Aiglities, primarily due to an increase in the¢imsited cost to decommission its nuclear
power plants and increased accretion. The incri@atbe estimated costs to decommission Power'sauglants resulted primarily from the
receipt of updated decommissioning cost studi@d? and the impact of lower discount rates. Thange in the ARO did not result in any
material impact in Power's Consolidated Statemeih@perations.

Note 12. Pension, Other Postretirement Benefits (B) and Savings Plans

PSEG sponsors several qualified and nonqualifiedipa plans and OPEB plans covering PSEG’s anghitiicipating affiliates’ current and
former employees who meet certain eligibility aite Eligible employees participate in non-conttidmy pension and OPEB plans sponsored
by PSEG and administered by Services. In additiegresented and nonrepresented employees ardesfigilparticipation in PSEG’s two
defined contribution plans described below.

PSEG, Power and PSE&G are required to record tHeruor over funded positions of their defined bémmefnsion and OPEB plans on their
respective balance sheets. Such funding positibeaah PSEG company are required to be measur@ttias date of its respective year-end
Consolidated Balance Sheets. For under funded plamdiability is equal to the difference betweba plan’s benefit obligation and the fair
value of plan assets. For defined benefit pensiansp the benefit obligation is the projected bermdfligation. For OPEB plans, the benefit
obligation is the accumulated postretirement beéwéligation. In addition, accounting guidance rieggithat the total unrecognized costs for
defined benefit pension and OPEB plans be recaadeath after-tax charge to Accumulated Other Congmraikie Income (Loss), a separate
component of Stockholders’ Equity. However, for R&E because the amortization of the unrecognizestiscis being collected from
customers, the accumulated unrecognized costeapeded as a Regulatory Asset. The unrecognized m@esent actuarial gains or losses,
prior service costs and transition obligationsiaggrom the adoption of the revised accountingdgace for pensions and OPEB, which had
not been expensed.

For Power, the charge to Accumulated Other Commigtie Income (Loss) is amortized and recorded aperéodic pension cost in the
Consolidated Statements of Operations. For PSER&REegulatory Asset is amortized and recorded agar®dic pension cost in the
Consolidated Statements of Operations.

The following table provides a roll-forward of thhanges in the benefit obligation and the fair gafiplan assets during each of the two
years in the periods endDecember 31, 2013 and 2012 . It also providesuhddd status of the plans and the amounts recaaized
amounts not recognized on the Consolidated Bal8heets at the end of both years.
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Pension Benefits Other Benefits
2013 2012 2013 2012
Millions
Change in Benefit Obligation
Benefit Obligation at Beginning of Year (A) $ 523t $ 4,57 $ 1,53t % 1,33¢
Service Cost 11€ 101 21 17
Interest Cost 21¢F 227 63 65
Actuarial (Gain) Loss (501) 58€ (144) 182
Gross Benefits Paid (259 (24¢) (64) (69)
Medicare Subsidy Receipts — — — 5
Special Termination Benefits — 1 — —
Benefit Obligation at End of Year (A) $ 4812 $ 5,23t $ 1,412 % 1,53¢
Change in Plan Assets
Fair Value of Assets at Beginning of Year $ 4357 $ 3,831 $ 252 % 211
Actual Return on Plan Assets 857 541 52 31
Employer Contributions 15t 23¢ 78 75
Gross Benefits Paid (259 (24 (64) (69)
Medicare Subsidy Receipts — — — 5
Fair Value of Assets at End of Year $ 511¢ $ 4,357 $ 31¢ % 25¢
Funded Status
Funded Status (Plan Assets less Benefit Obligation) $ 304 $ (87¢) $ (1,099 $ (1,28
Additional Amounts Recognized in the Consolidated Blance
Sheets
Noncurrent Assets $ 434 % 6 $ — % —
Current Accrued Benefit Cost 9 (8 — —
Noncurrent Accrued Benefit Cost (127) (87¢) (2,09 (1,28
Amounts Recognized $ 304 $ (87¢) $ (1,099 $ (1,289
Additional Amounts Recognized in Accumulated OthetComprehensive Income (Loss), Regulated Assets
and Deferred Assets (B)
Prior Service Cost $ (120 $ (139 $ (53 $ (67)
Net Actuarial Loss 977 2,17¢ 31C 527
Total $ 857 $ 2,03t $ 257 $ 46(

(A) Represents projected benefit obligation for penbiemefits and the accumulated postretirement besigfgation for Other benefit

(B) Includes $ 408 million ($ 238 million , aftéaix) and $ 827 million ($ 485 million , after-taix) Accumulated Other Comprehensive
Loss related to Pension and OPEB as of Decemb&(3B and 2012 , respectively.

The pension benefits table above provides infomnatélating to the funded status of all qualifiedi amonqualified pension plans and OPEB
plans on an aggregate basis. As of December 3B, 2PSEG had funded approximately 106% of its ptef benefit obligation. This
percentage does not include $ 179 million of assetse Rabbi Trust as of December 31, 2013 whiehewused partially to fund the
nonqualified pension plans. As of December 31, 2ei8nonqualified pension plans included in thedfi¢ obligation in the above table and
in the projected benefit obligation were $130 roilli. The fair values of the Rabbi Trust assetsrenleded in Other Special Funds on the
Consolidated Balance Sheets.
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Accumulated Benefit Obligation

The accumulated benefit obligation for all PSEGa§imkd benefit pension plans was $ 4.5 billion BBecember 31, 2013 and $ 4.9 billion as
of December 31, 2012 .

The following table provides the components ofperiodic benefit cost for the years ended DecerB8heP013 , 2012 and 2011 .

Pension Benefits Other Benefits
Years Ended December 31, Years Ended December 31,
2013 2012 2011 2013 2012 2011
Millions
Components of Net Periodic Benefit Cost
Service Cost $ 11€ $ 101 % 92 % 21 % 17 3 14
Interest Cost 21¢ 227 22¢ 63 65 61
Expected Return on Plan Assets (34¢) (30¢€) (339 (22) ()] (18)
Amortization of Net
Transition Obligation — — — — 2 4
Prior Service Cost (29 (18 (11 (14) (14) 13
Actuarial Loss 18¢ 167 11¢ 42 31 14
Net Periodic Benefit Cost $ 152 % 167 $ 94 % 91 % 84 % 62
Special Termination Benefits — 1 — — — —
Effect of Regulatory Asset — — — — 19 19
Total Benefit Costs, Including Effect of Regulatory
Asset $ 15z $ 16 $ 94 $ 91 $ 10¢ % 81

Pension costs and OPEB costs for PSEG, Power a8 ®are detailed as follows:

Other Benefits
Years Ended December 31,

Pension Benefits
Years Ended December 31,

2013 2012 2011 2013 2012 2011
Millions
Power $ 43 % 52 $ 29 $ 23 % 18 $ 12
PSE&G 91 97 51 65 82 67
Other 18 18 14 3 3 2
Total Benefit Costs $ 152 % 16¢ $ 94 $ 91 $ 102 % 81

The following table provides the pre-tax change®gmized in Accumulated Other Comprehensive Incflmss), Regulatory Assets and
Deferred Assets:

Amortization of Transition Asset
Total

Pension OPEB
2013 2012 2013 2012
Millions
Net Actuarial (Gain) Loss in Current Period $ (1,009 $ 35C $ (175 $ 16¢
Amortization of Net Actuarial Gain (Loss) (18¢) (167) (42 (32
Amortization of Prior Service Credit 19 19 14 14

= B B @)
$ (1,179 $ 202 0 $ (209 $  14c
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Amounts that are expected to be amortized from Aedated Other Comprehensive Loss, Regulatory AssetDeferred Assets into Net
Periodic Benefit Cost in 2014 are as follows:

Pension Other
Benefits Benefits
2014 2014
Millions
Actuarial (Gain) Loss $ 56 $ 23
Prior Service Cost $ (19 $ (14)

The following assumptions were used to determirebimefit obligations and net periodic benefit spst

Pension Benefits Other Benefits
2013 2012 2011 2013 2012 2011
Weighted-Average Assumptions Used to Determine BefiteObligations as of December 31
Discount Rate 5.0(% 4.2(% 5.0(% 5.01% 4.2(% 5.0(%
Rate of Compensation Increase 4.61% 4.61% 4.61% 4.61% 4.61% 4.61%
Weighted-Average Assumptions Used to Determine Neeriodic Benefit Cost for Years Ended December 31
Discount Rate 4.2(% 5.0(% 5.4(% 4.2(% 5.0(% 5.3¢%
Expected Return on Plan Assets 8.0(% 8.0(% 8.5(% 8.0(% 8.0(% 8.5(%
Rate of Compensation Increase 4.61% 4.61% 4.61% 4.61% 4.61% 4.61%
Assumed Health Care Cost Trend Rates as of Decembgt
Administrative Expense 3.0(% 3.0(% 5.0(%
Dental Costs 5.0(% 6.0(% 6.0(%
Pre-65 Medical Costs
Immediate Rate 8.0(% 8.8¢% 8.0(%
Ultimate Rate 5.0(% 5.0(% 5.0(%
Year Ultimate Rate Reached 2021 202z 201¢
Post-65 Medical Costs
Immediate Rate 7.88% 7.98% 8.25%
Ultimate Rate 5.0(% 5.0(% 5.0(%
Year Ultimate Rate Reached 2021 201¢ 2017
Effect of a 1% Increase in the Assumed Rate of Inease in Health Care Benefit Costs
Millions
Total of Service Cost and Interest Cost $ 12 % 12 % 11
Postretirement Benefit Obligation $ 161 % 18C % 15t
Effect of a 1% Decrease in the Assumed Rate of Inease in Health Care Benefit Costs
Total of Service Cost and Interest Cost $ 9 9 9 9 (9)
Postretirement Benefit Obligation $ (139 $ (149 $ (129
Plan Assets

All the investments of pension plans and OPEB p&nasheld in a trust account by the Trustee andisbaf an undivided interest in an
investment account of the Master Trust. The investiin the pension and OPEB plans are measufatt galue within a hierarchy that
prioritizes the inputs to fair value measurements three levels. See Note 17. Fair Value Measunésrfer more information on fair value
guidance. Use of the Master Trust permits the camglimg of pension plan assets and OPEB plan a&seisvestment and administrative
purposes. Although assets of both plans are comedrg the Master Trust, the Trustee maintains supyg records for the purpose of
allocating the net gain or loss of the investm&cbant to the respective participating plans. Taéeimvestment income of the investment
assets is allocated by the Trustee to each patiogpplan based on the relationship of the intesEeach plan to the total of the interests of
the participating
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plans. As of December 31, 2013, the pension piterest and OPEB plan interest in such assetedfldster Trust were approximately 94%
and 6% , respectively.

The following tables present information about itheestments measured at fair value on a recurrasiskas of December 31, 2013 and 2012 ,
including the fair value measurements and the seokinputs used in determining those fair values.

Recurring Fair Value Measurements as of December 32013
Quoted Market Prices Significant Other Significant
for Identical Assets Observable Inputs Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Millions

Temporary Investment Funds (A) $ 93 $ 52 % 41 $ =
Common Stocks (B)

Commingled—United States 2,26¢ 2,26¢ — —

Commingled—International 1,01¢ 1,01¢ — —

Other 704 704 — —
Bonds (C)

Government (United States & Foreign) 59¢€ — 59¢€ —

Other 737 — 737 —
Private Equity (D) 25 — — 25
Total $ 543t $ 4,03¢ $ 1,372 $ 25

Recurring Fair Value Measurements as of December 32012
Quoted Market Prices Significant Other Significant
for Identical Assets  Observable Inputs Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Millions

Temporary Investment Funds (A) $ 67 $ —  $ 67 $ =
Common Stocks (B)

Commingled—United States 1,92¢ 1,92¢ — —

Commingled—International 83¢ 83¢ — —

Other 431 431 — —
Bonds (C)

Government (United States & Foreign) 623 — 623 —

Other 691 — 691 —
Private Equity (D) 31 — — 31
Total $ 4,61C $ 3,19¢ % 1,381 $ 31

(A) Certain open-ended mutual funds with mainlgrsiterm investments are valued based on unadjugtettd prices in active market
(Level 1). Certain temporary investments are valusidg inputs such as time-to-maturity, coupon, ratrlity rating and current
yield (Level 2).

(B) Wherever possible, fair values of equity inwesnts in stocks and in commingled funds are ddrf@m quoted market prices as
substantially all of these instruments have aatinaekets (primarily Level 1). Most investments inats are priced utilizing
the principal market close price or in some casielpaint, bid or ask price.

(C) Investments in fixed income securities inchglbond funds are priced using an evaluated prigppyoach or the most recent
exchange or quoted bid (primarily Level 2).
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(D) Limited partnership interests in private egdiinds are valued using significant unobservatypeiis as there is little, if any, market
activity. In addition, there may be transfer regitons on private equity securities. The processlétermining the fair value of such
securities relied on commonly accepted valuatichn&ues, including the use of earnings multiplesdal on comparable public

securities, industry-specific non-earnings-basettipteis and discounted cash flow models. Thesetgprqguire significant

management judgment or estimation (primarily Le3)el

Reconciliations of the beginning and ending balarafehe Pension and OPEB Plans’ Level 3 assethiéoyears ended December 31, 2013

and 2012 are as follows:

Actual
Actual Return on Balance as of
Balance as of Purchases/ Transfer Return on Assets Still December 31,
January 1, 2013 (Sales) In/ (Out) Asset Sales Held 2013
Millions
Private Equity $ 31 % 1) $ — 3 11 $ 6) $ 25
Actual
Actual Return on Balance as of
Balance as of Purchases/ Transfer Return on Assets Still December 31,
January 1, 2012 (Sales) In/ (Out) Asset Sales Held 2012
Millions
Pooled Real Estate $ 3€ $ 38 $ — $ 2 3 — $ =
Private Equity $ 37 % 6) $ — % 5 8 5 $ 31

The following table provides the percentage of Vailue of total plan assets for each major categbpfan assets held for the qualified

pension and OPEB plans as of the measurementRiatember 31:

As of December 31,

Investments 2013 2012
Equity Securities 73% 69%
Fixed Income Securities 25 29
Other Investments 2 2
Total Percentage 10C% 10C%

PSEG utilizes forecasted returns, risk, and caimglaf all asset classes in order to develop #@ar designed to produce the maximum
return opportunity per unit of risk. In 2011 , PSE@npleted its latest asset/liability study. Theutts from the study indicated that a long-

term target asset allocation of 70% equities artd 88ed income is consistent with the funds’ finemhobjectives. Derivative financial

instruments are used by the plans’ investment nensggimarily to adjust the fixed income duratidrthe portfolio and hedge the currency
risk component of foreign investments. The expetdad-term rate of return on plan assets was 8.88%f December 31, 2013 and will

remain unchanged for 2014 . This expected retushdedermined based on the study discussed abaWagiimg a premium for active

management and considered the plans’ historicalaized rate of return since inception, which wa$®.
Plan Contributions

PSEG does not anticipate making additional contigims into its pension plans during 2014. PSEG omatribute up to $14 million into its

OPEB plan during 2014 .
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Estimated Future Benefit Payments
The following pension benefit and postretirememdf payments are expected to be paid to plandgizents.

Pension Other
Year Benefits Benefits
Millions

2014 $ 25€ $ 77

2015 263 78

2016 272 80

2017 282 82

2018 292 84
2019-2023 1,64 45¢
Total $ 3,01: % 85¢

Long Island Electric Utility Servco LLC (ServCo) Pension and OPEB

PSEG Long Island (PSEG LI) and the Long Island RoMwehority (LIPA) entered into a twelve year Amettland Restated Operations
Services Agreement (OSA) effective January 1, 201agberate LIPA'’s electric transmission and disttibn (T&D) system in Long Island,
New York. ServCo, a wholly owned subsidiary of PSHGhas created benefit plans that provide sultistiynthe same benefits to i
employees as those previously provided by Nati@ral Electric Services LLC (NGES), the predece§s®b manager for LIPA. Such
benefits include defined benefit and cash balaeeeipn plans and health and welfare plans for ymonunion and management employees.
Since the vast majority of ServCo's employees hadk@d under NGES' T&D operations services arrangemvéh LIPA, ServCo's plans
provide certain of those employees with pension@R&B vested credit for prior years' services ehmigile working for NGES. The OSA
provides for all of these employee benefit costsedunded by LIPA. ServCo amounts are not includeahy of the preceding pension and
OPEB disclosures.

401(k) Plans

PSEG sponsors two 401(K) plans, which are Empl&atgement Income Security Act defined contributietirement plans. Eligible
represented employees of PSEG's subsidiaries ipatédn the PSEG Employee Savings Plan (Savirgs)Pivhile eligible non-represented
employees of PSEG's subsidiaries participate ilP®EG Thrift and Tax-Deferred Savings Plan (THI&n). Eligible employees may
contribute up to 50% of their compensation to th@aas. PSEG matches 50% of such employee cornititsutip to 7% of pay for Savings
Plan participants and up to 8% of pay for ThrifafPparticipants.

The amount paid for employer matching contributitmthe plans for PSEG, Power and PSE&G are ddtasefollows:

Thrift Plan and Savings Plan
Years Ended December 31,

2013 2012 2011
Millions
Power $ 10 $ 10 $ 8
PSE&G 19 18 14
Other 4 4 2
Total Employer Matching Contributions $ 33 % 32 % 24

Note 13. 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 bsakett may require cash, cash-related
instruments or guarantees.
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Power has unconditionally guaranteed paymentsuateoparties by its subsidiaries in commaodity-redatransactions in order to
° support current exposure, interest and other aystsims due and payable in the ordinary coursesifibss, ar

° obtain credi

Under these agreements, guarantees cover lingedif between entities and are often reciprocaliture. 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 suli@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 exposustsmf the net of accounts receivable and
accounts payable and the forward value on operi@os;j 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 contradteh are posted and received
primarily in the form of cash and letters of cre®ibwer also routinely enters into futures andastitransactions for electricity and natural
gas as part of its operations. These futures ottstissually require a cash margin deposit with erskwhich can change based on market
movement and in accordance with exchange rules.

In addition to the guarantees discussed above, Poagealso provided payment guarantees to thiriegasn behalf of its affiliated
companies. These guarantees support various adthecammaodity related contractual obligations.

The face value of outstanding guarantees, cursgrdseire and margin positions as of December 313 208 2012 are shown below:

As of December As of December
31,2013 31, 2012
Millions

Face Value of Outstanding Guarantees $ 1,63¢ $ 1,50¢
Exposure under Current Guarantees $ 24 % 22¢
Letters of Credit Margin Posted $ 13z % 124
Letters of Credit Margin Received $ 25 % 69
Cash Deposited and Received

Counterparty Cash Margin Deposited $ — 3 15

Counterparty Cash Margin Received $ — 3 (4)

Net Broker Balance Deposited (Received) $ 8C $ 26
In the Event Power were to Lose its Investmenatd® Rating

Additional Collateral that could be Required $ 691 $ 654
Liquidity Available under PSEG's and Power’s ditd-acilities to Post Collateral $ 3,52: $ 3,531
Additional Amounts Posted

Other Letters of Credit $ 45 3 45
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As part of determining credit exposure, Power netgivables and payables with the correspondingmetgy contract balances. See Note 16.
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. The remaining balances of net cash (recgdegabsited after allocation are generally inclugedccounts Payable and Receivable,
respectively.

In the event of a deterioration of Power’s creditrrg to below investment grade, which would repnes three level downgrade from its
current S&P, Moody’s and Fitch ratings, many ofstan@agreements allow the counterparty to demanleuperformance assurance. See table
above.

The SEC and the Commaodity Futures Trading Commis&ld-TC) continue efforts to implement new rulegti@ct stricter regulation over
swaps and derivatives, including imposing reporting record-keeping requirements. In August 208E® began reporting its swap
transactions to a CFT@pproved swap data repository. PSEG continues totaralevelopments in this area, as the CFTC censiddditione
requirements such as a new position limits rulesfegrgy commaodity swaps.

In addition to amounts for outstanding guaranteegent exposure and margin positions, PSEG ancPbad posted letters of credit to
support Power's various other non-energy contrbatuenvironmental obligations. See table above.

Environmental Matters
Passaic River

Historic operations of PSEG companies and the ¢ipesaof hundreds of other companies along thedfassd Hackensack Rivers are
alleged by Federal and State agencies to haveailgeth substantial contamination into the PassaierRiewark Bay Complex in violation of
various statutes as discussed below.

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

The EPA has determined that a 17 -mile stretchefassaic River from Newark to Clifton, New Jerisey “Super Fund” site under
CERCLA. This designation allows the EPA to clearsuph sites and to compel responsible partiesrfonpe cleanups or reimburse the
government for cleanups led by the EPA.

The EPA has determined the need to perform a cdmepsive study of the entire 17 -miles of the loRassaic River. PSE&G and certain of
its predecessors conducted operations at propéarttbs area of the Passaic River. The propeitielsided one operating electric generating
station (Essex Site), which was transferred to Ppame former generating station and four formenufactured gas plant (MGP) sites.

Seventy-thre®otentially Responsible Parties (PRPs), includiagé and PSE&G, agreed to assume responsibilitgdoducting a Remedi
Investigation and Feasibility Study (RI/FS) andnfied the Cooperating Parties Group (CPG) to diviideaissociated costs according to a
mutually agreed upon formula. The CPG group, ctly&¥Y members, is presently conducting the RI/&@roximately seven percent of the
RI/FS costs are currently attributable to PSE&®@'srfer MGP sites and approximately one percent welPe generating stations. Power has
provided notice to insurers concerning this potdrmtiaim. The RI/FS is expected to be completetheyend of 2014 at an estimated cost of
approximately $125 million .

In 2007, the EPA released a draft “Focused Fedtyiitudy” (FFS) that proposed six options to addréhe contamination cleanup of the
lower eight miles of the Passaic River. The EPAnestied costs for the proposed remedy ranged fro lillion to $3.7 billion . The work
contemplated by the draft FFS is not subject tccthst sharing agreement discussed above. The E®Ased proposed FFS is scheduled t
released for public comment in the first quartee@14.

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. Tierra/Maxus have reserved thgitsito seek contribution for these removal castsfthe other PRPs, including Power
PSE&G.

At the EPA's direction, the CPG, with the exceptibTierra and Maxus, which are no longer membiess,commenced the removal of cel
contaminated sediments at Passaic River Mile 1t0a9 &stimated cost of $25 million to $30 millioRSEG’s share of the cost of that effort is
approximately three percent.

Except for the Passaic River 10.9 mile removal, &cand PSE&G are unable to estimate their portidhepossible loss or range of loss
related to the Passaic River matters.
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New Jersey Spill Compensation and Control Act ($pitt)

In 2005, the New Jersey Department of Environmdpitatection (NJDEP) filed suit in the New Jersep&ior Court seeking damages and
reimbursement for costs expended by the State of Mesey to address the effects of a certain P&Btharge of hazardous substances into
both the Passaic River and the balance of the NeBay Complex. In 2009, third party complaints wéked against some 320 third party
defendants, including Power and PSE&G, claiming ¢aeh of the third party defendants is responddilé@s proportionate share of the clean-
up costs for the hazardous substances it allegisitharged into the Passaic River and the Newayk@®emplex. Power and PSE&G are
alleged to have owned, operated or contributedttded of 11 sites or facilities that impacted thegter bodies. The third party complaints
sought statutory contribution and contribution unithe Spill Act to recover past and future remax@dts and damages. In December 201
Court approved a settlement of the entire thirdypaction. Power and PSE&G's contributions to tflament, either individually or in the
aggregate, were immaterial.

Natural Resource Damage Claims

In 2003, the NJDEP directed PSEG, PSE&G andthér PRPs to arrange for a natural resource daasmgssment and interim compensa
restoration of natural resource injuries alongltiveger Passaic River and its tributaries pursuarhéoSpill Act. The NJDEP alleged that
hazardous substances had been discharged frons$le& Bite and the Harrison Site. The NJDEP estartatecost of interim natural resoul
injury restoration activities along the lower Pas$iver at approximately $950 million . In 200geacies of the United States Department of
Commerce and the United States Department of tieeidn (the Passaic River federal trustees) set@rteto PSE&G and other PRPs inviting
participation in an assessment of injuries to rattesources that the agencies intended to perfor@008, PSEG and a number of other P
agreed to share certain immaterial costs the gadtave incurred and will incur going forward, amavork with the trustees to explore
whether some or all of the trustees’ claims caneselved in a cooperative fashion. That effortastgiuing. PSE&G is unable to estimate its
portion of the possible loss or range of loss egldb this matter.

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 August 2006, the EPA s&8EG and 11 other entities notices that it comsitleach of the entities to be a PRP with
respect to contamination in the Study Area. Thécadetter requested that the PRPs fund an EPAsapgrstudy in the Newark Bay Study
Area. The notice stated the EPA’s belief that hdaas substances were released from sites owne8B¢ Rompanies and located on the
Hackensack River, including two operating eleagmerating stations (Hudson and Kearny sites) aedarmer MGP site. PSEG has
participated in and partially funded the secondsphaf this study. Notices to fund the next phasteitudy have been received but PSE(
not consented to fund the third phase. Power atRESare unable to estimate their portion of thegiue loss or range of loss related to this
matter.

MGP Remediation Program

PSE&G is working with the NJDEP to assess, invastigind remediate environmental conditions abitsér MGP sites. To date, 38 sites
requiring some level of remedial action have belemiified. Based on its current studies, PSE&Gdssrmined that the estimated cost to
remediate all MGP sites to completion could rangevieen $445 million and $521 million through 208ince no amount within the range is
considered to be most likely, PSE&G has recordiabdity of $445 million as of December 31, 2010f this amount, $92 million was
recorded in Other Current Liabilities and $353 iorllwas reflected as Environmental Costs in Norentrkiabilities. PSE&G has recorded a
$445 million Regulatory Asset with respect to thessts. PSE&G periodically updates its studiesniglmto account any new regulations or
new information which could impact future remediatcosts and adjusts its recorded liability accuaytyi.

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 obtaingafs, in some circumstances, when those sourcesgomd “major modification,” as defined
in the regulations. The federal government may ocdenpanies that are not in compliance with the /REER regulations to install the best
available control technology at the affected plamtd to pay monetary penalties ranging from $25t0GkB7,500 per day for each violation,
depending upon when the alleged violation occurred.

In 2009, the EPA issued a notice of violation tevE@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 consitisrodifications (or major
modifications) causing significant net emissionr@ases of PSD/NSR air pollutants, beginning in 1f@8%&eystone Unit 1 and in 1984 for
Keystone Unit 2. The notice of violation statest thane of these modifications underwent the PSD/Ig8mnitting process prior to being put
into service, which the EPA alleges was requiredenrthe CAA. The notice of violation states tha EPA may issue an order requiring
compliance with the relevant CAA provisions and rsagk injunctive relief and/or civil penalties. Rovewns approximately 23% of the
plant. Power cannot predict the outcome of thisenat
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Hazardous Air Pollutants Regulation

I n accordance with a ruling of the U.S. Court of Aals of the District of Columbia (D.C. Court), tBPA published a Maximum Achievable
Control Technology (MACT) regulation on February, 2612. These Mercury Air Toxics Standards (MATE&) scheduled to go into effect
on April 16, 2015 and establish allowable emisdauels for mercury as well as other hazardous@lufants 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#S)aidch 2012, PSEG filed a
motion to intervene with the D.C. Court in suppafrthe EPA's implementation of MATS. Oral argumentse held in December 2013. A
final decision remains pending and the impact enitfplementation schedule is unknown at this time.

Power believes that it will not be necessary ttathginy material controls at its New Jersey féieidi. Additional controls may be necessary at
Power’s Bridgeport Harbor coal-fired unit at an iaterial cost. In December 2011, to comply withM&CT regulations, the co-owners
group, including Power, agreed to upgrade the presly planned two flue gas desulfurization scrublzerd install Selective Catalytic
Reduction (SCR) systems at Power’s jointly owneal-dioed generating facility at Conemaugh in Perwveyia. This installation is expected
to be completed in the first quarter of 2015. Pdsvelnare of this investment is approximately $11l6an .

NO «Regulation

In 2009, the NJDEP finalized revisions to N@mission control regulations that impose new @ission reduction requirements and limits
for New Jersey fossil fuel-fired electric generatimits. The rule has an impact on Power's germrdleet, 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 ungsr(ximately 400 MW) by May 30, 201R etirement notifications for the combustion
turbines have been submitted to PIJM. PJM was adttfiat the Salem Unit 3 combustion turbine willolwger be available as a capacity
resource and will be transitioned to an emergemrerator for site use only. Based upon Power'snthceompleted evaluations of its steam
electric generation units, a minimal investment i required to consistently reduce Némnissions below required limits beginning on May
1, 2015.

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 cargito operate, an owner or operator must file
a permit application no later than six months ptioexpiration of the permit. States with delegdtateral authority for this program manage
these permits. The New Jersey Department of Enwiesrial Protection manages the permits under the Mdesey Pollutant Discharge
Elimination System (NJPDES) program. Connecticut dew York also have permits to manage their respepollutant discharge
elimination system programs.

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 February 2006, Power filed with the NPDErenewal application allowing Salem to continperating under its existing NJPDES
permit until a new permit is issued.

In April 2011, the EPA published a proposed rulestablish marine life mortality standards for &rig cooling water intake structures with a
design flow of more than two million gallons peryd The EPA is currently scheduled to issue a fink@ on April 17, 2014.

Power is unable to predict the outcome of this psagl rulemaking, the final form that the propossgiifations may take and the effect, if ¢
that they may have on its future capital requiretsiimancial condition, results of operations asla 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 SewarenNa 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 Posvapplication to renew its Salem peri
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%omi The filing has not been updated. Currenpigtential costs associated with any
closed cycle cooling requirements are not includdélower’s forecasted capital expenditures.

On October 1, 2013, the Delaware Riverkeeper Nétwod several other environmental groups filedasltat in the Superior Court in New
Jersey seeking to compel the NJDEP to take actidhawer's pending application for permit renewé@aem either by denying the
application or issuing a draft for public commemsthe NJDEP's request, the case was transfeoritetAppellate Division on December .
2013. Power is unable to predict the outcome &f phoceeding.
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Basic Generation Service (BGS) and Basic Gas Supervice (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 apfiéPU rules, PSE&G enters into the Supplier Ma&treement with the winners of
these BGS auctions following the BPU’s approvaihaf auction results. PSE&G has entered into cotstraith Power, as well as with other
winning BGS suppliers, to purchase BGS for PSE&G&sI requirements. The winners of the auction @idiclg Power) are responsible for
fulfilling all the requirements of a PJM Load SewyiEntity including the provision of capacity, egygrancillary services, transmission and
any other services required by PJM. BGS supplisssime all volume risk and customer migration ris#t emust satisfy New Jersey’s
renewable portfolio standards.

Power seeks to mitigate volatility in its resulisdontracting in advance for the sale of most ®fitticipated electric output as well as its
anticipated fuel needs. As part of its objectivewBr has entered into contracts to directly sulie&G and other New Jersey electric
distribution companies (EDCs) with a portion ofithhespective BGS requirements through the NeweJeBs5S auction process, described
above.

PSE&G has contracted for its anticipated BGS-FiRede eligible load, as follows:

Auction Year

2011 2012 2013 2014
36-Month Terms Ending May 201/ May 201¢ May 201¢ May 2017 (A)
Load (MW) 2,80( 2,90( 2,80( 2,80(
$ per kWh 0.0943( 0.0838t 0.0921¢ 0.0973¢

(A) Prices set in the 2014 BGS auction will becomeatiffe on June 1, 2014 when the 2011 BGS auctioeesqyents expir

PSE&G has a full requirements contract with Poweaneet the gas supply requirements of PSE&G’s gamers. Power has entered into
hedges for a portion of these anticipated BGSSjahtins, 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 thrabgBGSS tariff. Current plans call for
Power to hedge on behalf of PSE&G approximatelpillidn cubic feet or 50% of its residential gapply annual requirements. For
additional information, see Note 24. Related-Pargnsactions .

Minimum Fuel Purchase Requirements

Power has various long-term fuel purchase commitsnm coal through 2018 to support its fossil getien stations and for supply of
nuclear fuel for the Salem, Hope Creek and Pead¢toBionuclear generating stations and for firm tpamtation and storage capacity for
natural gas.

Power’s fuel strategy is to maintain certain levalsiranium and to make periodic purchases to supeh levels. 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 2018 at Salem, Hope Creek and PBattiom.

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

As of December 31, 2013, the total minimum purehasgjuirements included in these commitments wefellws:

Power's Share of
Commitments through
Fuel Type 2018
Millions
Nuclear Fuel
Uranium $ 532
Enrichment $ 454
Fabrication $ 137
Natural Gas $ 1,061
Coal $ 40¢
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Regulatory Proceedings
New Jersey Clean Energy Program

In June 2013, the BPU established the funding Irdiscal 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 &0® million . PSE&G has a remaining
current liability of $142 million as of December,2D13 for its outstanding share of the fiscal 28&d remaining fiscal 2013 funding. The
liability is reduced as normal payments are madie. [fability has been recorded with an offsettirggRlatory Asset, since the costs assoc
with this program are recovered from PSE&G ratepagleough 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 2,000 MW of
new combined-cycle generating facilities locatetlew Jersey. Each of the New Jersey EDCs, incluBiBB&G, was directed to execute a
standard offer capacity agreement (SOCA) with #lected generators, providing for the EDCs to gueraspecified annual capacity
payments to the generators subject to the termsamditions of the agreement, but did so undergstqtreserving their legal rights. The
SOCA contracts, which had a 15 -year term, wer¢hieraggregate notional amount of approximatel@@MW of installed capacity. PSE&
was to have been responsible for the positive miffee of the contract price and the annual RPMidgarice for approximately 52% or 676
MW of this amount, assuming generator satisfaatibits contractual obligations.

In July 2013, one of the SOCA contracts was terteth@arly as a result of a default by the gener&tddovember 2013, as a result of a
federal court decision finding (i) the LCAPP Actlie unconstitutional and (ii) the SOCA contractbéovoid, invalid and unenforceable, and
a subsequent decision denying a request to steigéltision pending appeal, PSE&G terminated therawto SOCA contracts by providing
written notice to both counterparties. The SOCAggators have appealed the federal court decisidritas appeal remains pending.

As a result of the federal court's decision and &SE subsequent termination of the contracts, Htienated fair value of the SOCAs that had
been recorded as a Derivative Asset or Liabilitthvein offsetting Regulatory Asset or Liability oB8IP&G’s Consolidated Balance Sheets
were removed in the fourth quarter of 2013. SeeeNat Fair Value Measurements for additional infation.

Superstorm Sandy

In late October 2012, Superstorm Sandy causedseaenage to PSE&G's transmission and distributistesn throughout its service
territory as well as to some of Power's generdtifrastructure in the northern part of New Jersgtyong winds and the resulting storm surge
caused damage to switching stations, substatichg@merating infrastructure.

As of December 31, 2012 , PSE&G had incurred apprately $295 million of costs to restore servicd®E&G's distribution and
transmission systems and $5 million to repairifsaistructure and return it to pre-storm conditid@&the costs incurred, approximately $40
million was recognized in Operation and Maintenaf@@&M) Expense, $75 million was recorded as Propd?tant and Equipment and $180
million was recorded as a Regulatory Asset becausk costs were deferred as approved by the BPEr@mdOrder received in December
2012. PSE&G recognized $6 million of insurance pemts. There were no significaiftanges to these amounts in 2013. PSE&G madeg
with the BPU to review the prudency of unreimburgentemental storm restoration costs, including O&Ml capital expenditures associated
with certain extreme weather events, for recovergur next base rate case or sooner through a Biptd@ed cost recovery mechanism. The
BPU is currently conducting a review regarding @hsount, prudency, cost effectiveness and costiefity of PSE&G's unreimbursed
incremental storm restoration costs for extremetlezaevents from 2010-2012.

Power incurred $79 million of storm-related expeftsehe year ended December 31, 2013 primarilyépairs at certain generating stations
in Power's fossil fleet. Power had incurred $83iamilof costs in 2012 . These costs were recogniz€&M Expense, offset by $25 million
and $19 million of insurance recoveries in the selcguarter of 2013 and the fourth quarter of 20&8pectively.

PSEG maintains insurance coverage against losanoage to plants and certain properties, subjemrain exceptions and limitations, to the
extent such property is usually insured and instgas available at a reasonable cost. PSEG isrsged&covery from its insurers for the
property damage, above its self-insured retentibogiever, no assurances can be given relativeettirtting or amount of such recovery.
PSEG has recorded proceeds of $50 million frorm@srance carriers as advance payments, $25 mdfievhich was recognized in 2013 and
$25 million was recognized in 2012. PSEG does pbiebe that it has a basis for estimating additipmabable insurance recoveries at this
time. In June 2013, PSEG, Power and PSE&G filetisiNlew Jersey state court against the insuraaogéecs seeking legal interpretation of
certain terms in the insurance policies regardisgés resulting from damage caused by SuperstandySatorm surge. The dispute conc
whether certain sub-limits in the policies applydamage to property caused by Superstorm Sandyra strge. In that lawsuit, PSEG stated
that its estimate of the total costs required staiee damaged facilities to their pre-Superstormdga
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condition was approximately $426 million . Of thesests, $364 million and $62 million related to Rovand PSE&G, respectively. In August
2013, the insurance carriers filed an answer irclwitiey denied most of the allegations made irCimplaint. Discovery is ongoing.

Nuclear Insurance Coverages and Assessments

Power is a member of an industry mutual insuramecepany, Nuclear Electric Insurance Limited (NENhich provides the primary propel
and decontamination liability insurance at Saleropél Creek and Peach Bottom. NEIL also providesexpeoperty insurance through its
decontamination liability, decommissioning liakjlénd excess property policy and replacement poaetrage through its accidental outage
policy. NEIL policies may make retrospective premiassessments in case of adverse loss experiemger'® maximum potential liabilities
under these assessments are included in the tadbleodes below. Certain provisions in the NEIL pi@ls provide that the insurer may susg
coverage with respect to all nuclear units on@without notice if the NRC suspends or revokesotherating license for any unit on that site,
issues a shutdown order with respect to such ungisaes a confirmatory order keeping such unitrdow

The American Nuclear Insurers (ANI) and NEIL padisiboth include coverage for claims arising owdai of terrorism. NEIL makes a
distinction between certified and non-certifiedsaat terrorism, as defined under the Terrorism Rislirance Act, and thus its policies
respond accordingly. For non-certified acts ofdasm, NEIL policies are subject to an industry meggte limit of $3.2 billion plus any
amounts available through reinsurance or indenfoitjpon-certified acts of terrorism. For any acteafrorism, Power’s nuclear liability
policies will respond similarly to other covereceats. For certified acts, Power’s nuclear propBitL policies will respond similarly to
other covered events.

The Price-Anderson Act sets the “limit of liabilitior claims that could arise from an incident itwing any licensed nuclear facility in the
United States. The “limit of liability” is based @he number of licensed nuclear reactors and isséelj at least every five years based on the
Consumer Price Index. The current “limit of liabjfiis $13.6 billion . All owners of nuclear reac$p including Power, have provided for this
exposure through a combination of private insuraame mandatory participation in a financial pratipool as established by the Price-
Anderson Act. Under the Price-Anderson Act, eadftypaith an ownership interest in a nuclear reactor be assessed its share of $127
million per reactor per incident, payable at $19ion per reactor per incident per year. If the dames exceed the “limit of liability,” the
President is to submit to Congress a plan for pliagi additional compensation to the injured part@sngress could impose further revenue-
raising measures on the nuclear industry to pagnslaPower's maximum aggregate assessment peeindis $401 million (based on Power’
ownership interests in Hope Creek, Peach BottomSaieim) and its maximum aggregate annual assesg@eincident is $60 million .
Further, a decision by the U.S. Supreme Courtimativing Power, has held that the Price-Andersah did not preclude awards based on
state law claims for punitive damages.

Power’s insurance coverages and maximum retrosgeatisessments for its nuclear operations ardlag/$o

Total Site Retrospective
Type and Source of Coverages Coverage Assessments
Millions
Public and Nuclear Worker Liability (Primary Layer) :

ANI $ 37t (A $ =
Nuclear Liability (Excess Layer):

Price-Anderson Act 13,241 (B) 401
Nuclear Liability Total $ 13,61¢  (C) $ 401
Property Damage (Primary Layer):

NEIL Primary (Salem/Hope Creek/Peach Bottom) $ 50C $ 24
Property Damage (Excess Layers)

NEIL Il (Salem/Hope Creek/Peach Bottom) 75C 8

NEIL Blanket Excess (Salem/Hope Creek/Peach Bottom) 85C (D) 5
Property Damage Total (Per Site) $ 2,10C (E) $ 37
Accidental Outage:

NEIL | (Peach Bottom) $ 248 (F) $ 6

NEIL | (Salem) 281 (F) 7

NEIL | (Hope Creek) 49C (F) 6
Replacement Power Total $ 1,01¢ $ 19
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The primary limit for Public Liability is a pesite aggregate limit with no potential for assesst. The Nuclear Worker Liability
represents the potential liability from workersigiang exposure to the hazard of nuclear radiafidrs coverage is subject to an
industry aggregate limit that is subject to reitestaent at ANI discretion.

Retrospective premium program under the PAinderson Act liability provisions of the Atomic Emggy Act of 1954, as amended.
Power is subject to retrospective assessment edghect to loss from an incident at any licensedeanceactor in the United States
that produces greater than 100 MW of electrical growhis retrospective assessment can be adjustédfifition every five years.
The last adjustment was effective as of Septembge2d13. The next adjustment is due on or befopteBaber 10, 2018. This
retrospective program is in excess of the Publitdaclear Worker Liability primary layers.

Limit of liability under the Pricédnderson Act for each nuclear incide

For property limits in excess of $1.25 billipRower participates in a Blanket Limit policy waehe $850 million limit is shared by
Power with Exelon Generation among the BraidwoodpB, Clinton, Dresden, La Salle, Limerick, Oys@reek, Quad Cities, TMI-
1 facilities owned by Exelon Generation and thecRdaottom, Salem and Hope Creek facilities. Thistlis not subject to
reinstatement in the event of a loss. Participatiathis program materially reduces Power’s premamd the associated potential
assessment.

Power's property limits provide a $2.1 billitbmit for a nuclear event, but provide a subliwiit$1.5 billion for conventional
property losses that do not involve a nuclear event

Peach Bottom has an aggregate indemnity based on a weekly indemnity of $2.3 million fors2eks followed by 80% of the
weekly indemnity for 68 weeks. Salem has an agdeeigdemnity limit based on a weekly indemnity @ million for 52 weeks
followed by 80% of the weekly indemnity for 72 waseklope Creek has an aggregate indemnity limitdasea weekly indemnity
of $4.5 million for 52 weeks followed by 80% of theekly indemnity for 71 weeks.

Minimum Lease Payments

The total future minimum payments under variousrafieg leases as of December 31, 2013 are:

Power PSE&G Services Other
Millions
2014 $ 1 3 9 % 1 3 2
2015 1 7 4 2
2016 1 6 12 1
2017 1 5 13 1
2018 2 4 13 —
Thereafter 1€ 33 17z —
Total Minimum Lease Payments $ 22 64 $ 21€ $ 6

Note 14. Schedule of Consolidated Debt
Long-Term Debt

2013 2012
Millions
PSEG (Parent)
Fair Value of Swaps (A) $ 38 % 57
Unamortized Discount Related to Debt Exchange (B) 149 (19

Total Long-Term Debt of PSEG (Parent) $ 24 3 38

As of December 31,
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Power

Senior Notes:

2.50%

5.50%

5.32%

2.75%

2.45%

5.13%

4.15%

4.30%

8.63%

Total Senior Notes

Pollution Control Notes:
Floating Rate (C)

Total Pollution Control Notes
Principal Amount Outstanding
Amounts Due Within One Year
Net Unamortized Discount
Total Long-Term Debt of Power

As of December 31,

Maturity 2013 2012
Millions

2013 $ —  $ 30C
2015 30C 30C
2016 308 308
2016 25C 25C
2018 25C —
2020 40€ 40€
2021 25C 25C
2023 25C —
2031 50C 50C
2,50¢ 2,30¢
2014 44 44
44 44
2,55¢% 2,352
(44) (300)
(12 (13)
$ 2497 $ 2,04(
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As of December 31,
Maturity 2013 2012
Millions
PSE&G
First and Refunding Mortgage Bonds (D):
6.75% 2016 $ 171 $ 171
9.25% 2021 134 134
8.00% 2037 7 7
5.00% 2037 8 8
Total First and Refunding Mortgage Bonds 32C 32C
Pollution Control Bonds (D):
Floating rate (C) 2033 50 50
Floating rate (C) 2046 50 50
Total Pollution Control Bonds 10C 10C
Medium-Term Notes (MTNSs) (D):
5.00% 2013 — 15C
5.38% 2013 — 30C
6.33% 2013 — 27¢
0.85% 2014 25C 25C
5.00% 2014 25C 25C
2.70% 2015 30C 30C
5.30% 2018 40C 40C
2.30% 2018 35C —
7.04% 2020 9 9
3.50% 2020 25C 25C
2.38% 2023 50C —
3.75% 2024 25C —
5.25% 2035 25C 25C
5.70% 2036 25C 25C
5.80% 2037 35C 35C
5.38% 2039 25C 25C
5.50% 2040 30C 30C
3.95% 2042 45(C 45(C
3.65% 2042 35C 35C
3.80% 2043 40C —
Total MTNs 5,15¢ 4,38¢
Principal Amount Outstanding 5,57¢ 4,80¢
Amounts Due Within One Year (500) (725)
Net Unamortized Discount (13 (9
Total Long-Term Debt of PSE&G (excluding Transition Funding
and Transition Funding 11) $ 5,066 $ 4,07(¢
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As of December 31,
Maturity 2013 2012
Millions
Transition Funding (PSE&G)
Securitization Bonds:
6.61% 2013 $ — % 10C
6.75% 2013-2014 10€ 22C
6.89% 2014-2015 37C 37C
Principal Amount Outstanding 47¢€ 69C
Amounts Due Within One Year (22%) (2149
Total Securitization Debt of Transition Funding 251 47€
Transition Funding Il (PSE&G)
Securitization Bonds:
4.49% 2013 — 9
4.57% 2013-2015 20 23
Principal Amount Outstanding 20 32
Amounts Due Within One Year (12 (12
Total Securitization Debt of Transition Funding Il 8 20
Total Long-Term Debt of PSE&G $ 5,32¢ $ 4,56¢
As of December 31,
Maturity 2013 2012
Millions

Energy Holdings
Non-Recourse Project Debt (E):
Resources - 5.00% to 5.275% 2013-2015 $ 16 9 44
Principal Amount Outstanding 16 44
Amounts Due Within One Year — Q)
Total Non-Recourse Project Debt 16 43
Total Long-Term Debt of Energy Holdings $ 16 $ 43

(A)

(B)

(©)

(D)
(E)

PSEG entered into various interest rate swagedge the fair value of certain debt at Powae fair value adjustments from these
hedges are reflected as offsets to long-term delth® Consolidated Balance Sheet. For additioriainmation, see Note 16.
Financial Risk Management Activities .

In September 2009, Power completed an exchafigewith eligible holders of Energy Holdings'3% Senior Notes due 2011 in
order to manage long-term debt maturities. Sineedgtbt exchange was between two subsidiaries afatime parent company,
PSEG, and treated as a debt modification for adomyipurposes, the resulting premium was defernetisibeing amortized over
the term of the newly issued debt. The deferreduanhis reflected as an offset to Long-Term DebP&EGS Consolidated Balani
Sheets.

The Pennsylvania Economic Development AutidfEDFA) bond and The Pollution Control Financhugthority of Salem
County bonds that are serviced and secured by PBalkition Control Notes and PSE&G Pollution CohBonds, respectively, a
variable rate bonds that are in weekly reset modde.PEDFA bond is backed by a three-year letteredit that expires in
November 201. The Power Pollution Control Note backing the PBOFond has been reclassified as debt due withirydiae.

Secured by essentially all property of PSE&G punst@ its First and Refunding Mortga

Non-recourse financing transactions consist of loaos fbanks and other lenders that are typically eethy project assets and
cash flows and generally impose no material ohiigabn the parent-level investor to repay any dedurred by the project
borrower. The consequences of permitting a prd@at default include the potential for loss of anyested equity by the parent.
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Long-Term Debt Maturities
The aggregate principal amounts of maturities &mheof the five years following December 31, 2068 as follows:

PSE&G Energy Holdings
Transition Transition Non-Recourse
Year Power PSE&G Funding Funding Il Debt Total
Millions
2014 $ 44 % 50C $ 225 % 12 $ — 3 781
2015 30C 30C 251 8 16 87t
2016 558 171 — — — 724
2017 — — — — — —
2018 25C 75C — — — 1,00(
Thereafter 1,40¢ 3,85¢ — — — 5,26¢
Total $ 255: $ 557¢ $ 47€¢ 3 20 $ 16 $ 8,64¢

Long-Term Debt Financing Transactions
During 2013, PSEG and its subsidiaries had tHeviahg Long-Term Debt issuances, maturities anénagtions:
Power

° issued $250 million of 4.30% Senior Notes, due Nober 2023

° issued $250 million of 2.45% Senior Notes, due Nober 2018 anc

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

PSE&G

° paid $275 million of 6.33% Secured Mediuherm Notes at maturit

° 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 MediuPerm Notes at maturit

° issued $400 million of 3.80% Secured Medium-TerntedpSeries H due January 2043
° paid $214 million of Transition Fundirg'securitization debt, a

° paid $12 million of Transition Funding H’securitization det

Energy Holdings
° reclassified $9 million of non-recourse long-terebtlassociated with a commercial real estate ptppetd for sale to Other

Current Liabilities, and

° defeased approximately $19 million of non-recodesg-term debt in order to sell a commercial real eqtadperty

128






Table of Content
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Short-Term Liquidity

PSEG meets its shaterm liquidity requirements, as well as those ofvEq primarily with cash and through the issuaniceoonmercial pape
PSE&G maintains its own separate commercial pammgram to meet its shotérm liquidity requirements. Each commercial papegram i
fully back-stopped by its own separate credit fhes.

The commitments under our credit facilities areviited by a diverse bank group. In March 2013, PoR&EG and PSE&G amended their
respective 5-year credit agreements, extendingxpeaation dates from April 2016 to March 2018.t0é total commitments of $2.1 billion
under these agreements, $2.0 billion has beendedemtil 2018. The commitments for the $100 millalance will terminate in 2018s of
December 31, 2013, the total credit capacity wh8 $illion .

As of December 31, 2013, no single institutionrespnted more than 8% of the total commitmentauimceedit facilities.
As of December 31, 2013, our total credit capaei#yg in excess of our anticipated maximum liquididguirements.

Each of our credit facilities is restricted as waidability and use to the specific companies st below; however, if necessary, the PSEG
facilities can also be used to support our subsesialiquidity needs. Our total credit facilitiesd available liquidity as of December 31, 2013
were as follows:

As of December 31, 2013
Total Available  Expiration
Company/Facility Facility Usage Liquidity Date Primary Purpose
Millions
PSEG
Commercial Paper (CP)
5-year Credit Facility $ 50C $ 8 (D) % 49z Mar 2017 Support/Funding/Letters of Credit
5-year Credit Facility (A) 50C — 50C Mar 2018 CP Support/Funding/Letters of Credit
Total PSEG $ 1,00C $ 8 $ 99z
Power
5-year Credit Facility $ 160 $ 70 (D) $ 1,53 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 $ 2,70 $ 17C $ 2,53
PSE&G
5-year Credit Facility (C) $ 60C $ 73 (D) $ 527 Mar 2018 CP Support/Funding/Letters of Credit
Total PSE&G $ 60C $ 73 $ 527
Total $ 430C $ 251 $  4,04¢
(A) In April 2016, this facility will be reducedyt$23 million.
(B) In April 2016, this facility will be reducedyt$48 million.
© In April 2016, this facility will be reducedyt$29 million.
(D) Includes amounts related to letters of credit aunding
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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 December 31, 208132012 . See Note 17. Fair Value Measurementadoe information on fair value
guidance and the hierarchy that prioritizes theiigpo fair value measurements into three levels.

December 31, 2013 December 31, 2012
Carrying Fair Carrying Fair
Amount Value Amount Value
Millions
Long-Term Debt:
PSEG (Parent) (A) $ 24 $ 38 3 38 $ 57
Power - Recourse Debt (B) 2,541 2,84¢ 2,34( 2,81¢
PSE&G (B) 5,56¢€ 5,62¢ 4,79¢ 5,60¢
Transition Funding (PSE&G) (B) 47¢€ 511 69C 76E
Transition Funding Il (PSE&G) (B) 20 21 32 34
Energy Holdings:
Project Level, Non-Recourse Debt (C) 16 16 44 44
$ 8,647 % 9,061 $ 793¢ $ 9,32¢

(A) Fair value represents net offsets to debtltegufrom adjustments from interest rate swap&et into to hedge certain debt at
Power. Carrying amount represents such fair vaddeged by the unamortized premium resulting froselst 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 distaates used in the present value
analysis are based on an estimate of new issueyieldd across the treasury curve. When a bon@imdedded options, an
interest rate model is used to reflect the impaatterest rate volatility into the analysis (prirta Level 2 measurements).

(C) Non-recourse project debt is valued as equivalentdathortized cost and is classified as a Level 3soremen

Note 15. Schedule of Consolidated Capital Stock

As of December 31,
Outstanding Shares Book Value
2013 2012 2013 2012
Millions
PSEG Common Stock (no par value) (A)
Authorized 1,000,000,000 shares 505,857,26 505,892,47 @ $ 424¢ $ 4,22¢
(A) PSEG did not issue any new shares under thiel@id Reinvestment and Stock Purchase Plan (DRASPHRe Employee Stock

Purchase Plan (ESPP) in 2013 or 2012 . Total agtband unissued shares of common stock availablssuance through
PSEG’s DRASPP, ESPP and various employee benafisgmounted to approximately 7 million sharesf &egember 31, 2013 .

As of December 31, 2013, there was an aggregatesahillion shares of $100 par value and 10 millishares of $25 par value Cumulative
Preferred Stock, which were authorized and unissuedwhich, upon issuance, may or may not proved@tfandatory sinking fund
redemption.
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Note 16. Financial Risk Management Activities

The operations of PSEG, Power and PSE&G are expgosadrket risks from changes in commodity pridetgrest rates and equity prices
that could affect their results of operations andricial condition. Exposure to these risks is ngadathrough normal operating and financing
activities and, when appropriate, through hedgiaggactions. Hedging transactions use derivatistiments to create a relationship in
which changes to the value of the assets, liadmlitir anticipated transactions exposed to marlet dre expected to be offset by changes in
the value of these derivative instruments.

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 tigaté the effects of adverse movements in fueleedricity prices. Derivative contracts
that do not qualify for hedge accounting or normaichases/normal sales treatment are MTM with casumgfair value recorded in the
Consolidated Statements of Operations. The faue/édr the majority of these contracts is obtaifiedh quoted market sources. Modeling
techniques using assumptions reflective of cumesutket rates, yield curves and forward prices asgluo interpolate certain prices when no
guoted market exists.

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

° forecasted energy sales from its generation staton the related load obligatic
° the price of fuel to meet its fuel purchase requeats, an
° certain forecasted natural gas sales and purchases to support the BGSS contract with PSE

These derivative transactions are designated dactiek as cash flow hedges. During the secondtguaf 2012, Power ddesignated certa

of its commodity derivative transactions that haeMpusly qualified as cash flow hedges as theyevderemed to no longer be highly effec

as required by the relevant accounting guidance fesult, since June 1, 2012, Power recognizemalk and losses from changes in the fair
value of these derivatives immediately in earniraiber than deferring any such amounts in Accuredl@ther Comprehensive Income
(Loss). The fair values of Power’s de-designatedtjes were frozen in Accumulated Other Compreherisis@me (Loss) as the original
forecasted transactions are still expected to oandrare reclassified into earnings as the origlealative transactions settle.

As of December 31, 2013 and 2012 , the fair vahgkthe impact on Accumulated Other Comprehensigerhre (Loss) associated with
accounting hedge activity was as follows:

As of December 31,

2013 2012
Millions
Fair Value of Cash Flow Hedges $ 4 $ 3
Impact on Accumulated Other Comprehensive Incfimss) (after tax) $ D % 9

The expiration date of the longest-dated cash fledge at Power is in 2014 . Power’s after-tax Uimedlosses on these derivatives that are
expected to be reclassified to earnings duringthe 12 months are $ 1 million . There was no eeff’eness associated with qualifying
hedges as of December 31, 2013 .
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Trading Derivatives

The primary purpose of Power’s wholesale marketipgration is to optimize the value of the outputhef 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 commismeéth the intent to supply the energy servicemfpurchases in the market rather
from its owned generation. Such trading activitiese marked to market through the Consolidatede8taint of Operations and represented
less than one percent of gross margin (revenus®lesrgy costs) on an annual basis. Power hasitesed into any trading derivative
contracts since June 2011 and anticipates thall ih@t do so in the future.

Other Derivatives

Power enters into additional contracts that arévdéves, but do not qualify for or are not desiggthas cash flow hedges. These transactions
are intended to mitigate exposure to fluctuatiensammaodity prices and optimize the value of itpepted generation. Trade types include
financial options, futures, swaps, fuel purchasesfarward purchases and sales of electricity. @harin fair market value of these contracts
are recorded in earnings. PSE&G is a party to itelvag-term natural gas sales contracts to optrnt pipeline capacity utilization.

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 intereste 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 Decen81er2013 , PSEG had seven interest rate
swaps outstanding totaling $850 million . Thesems@onvert Power’s $300 million of 5.5% Senior Notklele December 2015, $300 million
of Power’s $303 million of 5.32% Senior Notes dep®mber 2016 and Power's $250 million of 2.75%i&@ddotes due September 2016
into variable-rate debt. These interest rate svaapslesignated and effective as fair value hedgesfair value changes of the interest rate
swaps are fully offset by the changes in the falug of the underlying forecasted interest paymehtse debt. As of December 31, 2013 and
2012 , the fair value of all the underlying hedges $38 million and $57 million , respectively.

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 designatezhab flow hedges was $(1) million and $(2) millemof December 31, 2013 and 2012 ,
respectively.

Fair Values of Derivative Instruments

The following are the fair values of derivativetmsnents on the Consolidated Balance Sheets. Tleving tables also include disclosures
for offsetting derivative assets and liabilitiesiethare subject to a master netting or similar egrent. See Note 2. Recent Accounting
Standards. In general, the terms of the agreenpeonwide that in the event of an early terminatioa tounterparties have the right to offset
amounts owed or owing under that and any othereageat with the same counterparty. Accordingly, mnalccordance with our accounting
policy, these positions have been offset on thesGlisated Balance Sheets of Power, PSE&G and P$E&following tabular disclosure
does not include the offsetting of trade receivalaled payables.
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As of December 31, 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 $ — 3 322 $ (2660 $ 57 % 25 3 16 $ 98
Noncurrent Assets — 15t (83) 72 69 22 162
Total Mark-to-Market
Derivative Assets $ — % 47¢  $ (349 $ 12¢ $ 94 % 38 $ 261
Derivative Contracts
Current Liabilities $ 4 $ (343 $ 271 $ (76) $ —  $ — 9 (76)
Noncurrent Liabilities — (117 80 (31) — — (31
Total Mark-to-Market
Derivative (Liabilities) $ 4 $ 4549 $ 351 $ (107) $ — 3 — 3 (107
Total Net Mark-to-Market
Derivative Assets (Liabilities) $ 4 3 24 $ 2 $ 22 % 94 3 38 $ 154
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 $ (217) $ 118 9 5 % 15 8 13¢
Noncurrent Assets — 75 (26) 49 62 42 152
Total Mark-to-Market
Derivative Assets $ 3 3 407 $ (243 $ 167 $ 67 $ 57 $ 291
Derivative Contracts
Current Liabilities $ — % (265) $ 21€ $ (46) S — % — % (46)
Noncurrent Liabilities — (47) 26 (15 (107) — (122
Total Mark-to-Market
Derivative (Liabilities) $ — 3 (306) $ 24t $ (61) $ (107) $ — % (16¢)
Total Net Mark-to-Market
Derivative Assets (Liabilities) $ 3 3% 101 $ 2 $ 106 $ (400 $ 57 % 128
(A) Substantially all of Power's and PSEG's ddnrainstruments are contracts subject to mastitingeagreements. Contracts not

subject to master netting or similar agreementsnaneaterial and did not have any collateral postetbceived as of December 31,
2013 and 2012 . PSE&G does not have any derivatiméracts subject to master netting or similar egrents.

(B) Represents the netting of fair value balanveitis the same counterparty (where the right ofetfesxists) and the application of
collateral. All cash collateral received or postieat has been allocated to derivative positiongralthe right of offset exists, has
been offset in the Consolidated Balance SheetfAsoember 31, 2013 and 2012 , net cash collapaidl of $2 million was netted
against the corresponding net derivative contrasitipns. Of the $2
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million as of December 31, 2013, $(3) million e& million were netted against noncurrent assedscanrent liabilities,
respectively. Of the $2 million as of December 3112 , cash collateral of $(3) million and $5 noilliwere netted against current
assets and current liabilities, respectively.

Certain of Power’s derivative instruments contaiovsions that require Power to post collateraiisTdollateral may be posted in the form of
cash or credit support with thresholds continggraruPower’s credit rating from each of the maj@dirrating agencies. The collateral and
credit support requirements vary by contract andduynterparty. These credit risglated contingent features stipulate that if Powere to b
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 comyrtoditsactions on the New York
Mercantile Exchange (NYMEX) and Intercontinentachange (ICE). The NYMEX and ICE clearing housesaaatounterparties to each
trade. Transactions on the NYMEX and ICE must agllh@icomprehensive collateral and margin requirésnen

The aggregate fair value of all derivative instramtsewith credit risk-related contingent featuresiiliability position that are not fully
collateralized (excluding transactions on the NYM&nd ICE that are fully collateralized) was $91limil and $98 million as of

December 31, 2013 and 2012 , respectively. As akeber 31, 2013 and 2012 , Power had the conttatbaof offset of $39 million and
$61 million , respectively, related to derivativisiruments that are assets with the same counterpater master agreements and net of
margin posted. If Power had been downgraded oitkogtvestment grade rating, it would have haditamithl collateral obligations of $52
million and $37 million as of December 31, 2013 2042 , respectively, related to its derivativest, af the contractual right of offset under
master agreements and the application of collatéhas potential additional collateral is includedhe $691 million and $654 million as of
December 31, 2013 and 2012 , respectively, disdussiote 13. Commitments and Contingent Liabiditie

The following shows the effect on the Consolida®atements of Operations and on Accumulated OtberpgZehensive Income (AOCI) of
derivative instruments designated as cash flow éedly the years ended December 31, 2013, 2012GIH:

Amount of Pre-Tax Location of Amount of Pre-Tax Amount of Pre-Tax
Gain (Loss) Pre-Tax Gain (Loss) Gain (Loss)
Recognized in AOCI on Gain (Loss) Reclassified from Recognized in Income on
Derivatives Reclassified from AOCI into Income Derivatives
(Effective Portion) AOCI into Income (Effective Portion) (Ineffective Portion)
Derivatives in Cash Flow Years Ended Years Ended Years Ended
Hedging Relationships December 31, December 31, December 31,
2013 2012 2011 2013 2012 2011 2013 2012 2011
Millions Millions
PSEG
Energy-Related Contractt $ (4) $ 32 $ 84 OperathngRevenues $ 13 $ 7¢ $ 212 $ (1) $ 1 $ (2
Energy-Related Contracts — 4) (4) Energy Costs — 9) 2 — — —
Interest Rate Swaps (A) — — — Interest Expense (2) — (1) — — —
Total PSEG $ (4 $ 28 $ 8C $ 12 ¢ 7¢ $ 214 $ (1) $ 1 $ (2
Power
Energy-Related Contractt $ (4) $ 32 $ 84 OperatingRevenues $ 13 $ 79 $ 212 $ (1) $ 1 $ (2
Energy-Related Contracts — )] (4) Energy Costs — 9 2 — — —
Total Power $ (4 $ 28 $ 8C $ 13 $ 7C $ 21t $ (1) $ 1 $ (2
(A) Includes amounts for PSEG par
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The following reconciles the AOCI for derivativetiaity included in the Accumulated Other Comprehieed.oss of PSEG on a pre-tax and

after-tax basis:

Accumulated Other Comprehensive

Income

Balance as of December 31, 2011
Gain Recognized in AOCI

Less: Gain Reclassified into Income
Balance as of December 31, 2012
Loss Recognized in AOCI

Less: Gain Reclassified into Income
Balance as of December 31, 2013

Pre-Tax After-Tax

Millions

$ 54 $ 31

28 17

(7C) (41)

$ 12 $ 7

4 2

(12) (7)

$ 4) $ 2

The following shows the effect on the Consolida®atements of Operations of derivative instrumeantsdesignated as hedging instruments

or as normal purchases and sales for the yearsi é@eleember 31, 2013 , 2012 and 2011 :

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

Years Ended December 31,

2013 2012 2011
Millions
$ (12¢) $ 23z % 20&
10¢€ (19 (42
$ 22 % 21z % 163

Power’s derivative contracts reflected in the pdéng 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 as
fair value hedges. The effect of these hedges eveeduice interest expense by $19 million , $22ioniland $25 million for the years ended

December 31, 2013, 2012 and 2011 , respectively.
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The following reflects the gross volume, on an &liteovalue basis, of derivatives as of Decembe813 and 2012 :

Type Notional Total PSEG Power PSE&G
Millions

As of December 31, 2013

Natural Gas Dth 614 — 46€ 14¢
Electricity MWh 243 — 243 —
FTRs MWh 1€ — 1€ —
Interest Rate Swaps U.S. Dollars 85( 85( — —
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 Wdancur as a result of non-performance by couragigs pursuant to the terms of their
contractual obligations. We have established cramlities that we believe significantly minimizeedit risk. These policies include an
evaluation of potential counterparties’ financiahdition (including credit rating), collateral recgments under certain circumstances and the
use of standardized agreements, which allow fon#ting of positive and negative exposures astgtiaith a single counterparty. In the
event of non-performance or non-payment by a n@anterparty, there may be a material adverse itrggaPower’s and PSEG's financial
condition, results of operations or net cash flows.

As of December 31, 2013, 97% of the credit for Biosvoperations was with investment grade countégsa Credit exposure is defined as
any positive results of netting accounts receivaieounts payable and the forward value of opeitipos (which includes all financial
instruments including derivatives and non-derivediand normal purchases/normal sales).

The following table provides information on Powettedit risk from others, net of cash collateralphDecember 31, 2013 . It further
delineates that exposure by the credit rating efcitbunterparties and provides guidance on the otrat®n of credit risk to individual
counterparties and an indication of the qualitypofver’s credit risk by credit rating of the couptrties.

Securities Number of Net Exposure of
Current held as Net Counterparties  Counterparties
Rating Exposure Collateral Exposure >10% >10%
Millions Millions
Investment Grade—External Rating  $ 331 % 14 3 331 1 $ 251 (A)
Non-Investment Grade—External
Rating 1 — 1 — —
Investment Grade—No External Ratir 6 — 6 — —
Non-Investment Grade—No External
Rating 7 — 7 — —
Total $ 34 % 14 $ 34E 1 % 251
(A) Represents net exposure with PSE

The net exposure listed above, in some casesnhatilbe the difference between the current exposodethe collateral held. A counterparty
may have posted more cash collateral than theamdistg exposure, in which case there would be posxe. When letters of credit have
been posted as collateral, the exposure amout iduced, but the exposure amount is transféorétte rating of the issuing bank. As of
December 31, 2013 , Power had 154 active countépar
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Note 17. Fair Value Measurements

Fair value is the price that would be receivedeiban asset or paid to transfer a liability inaderly transaction between market participants
at the measurement date. Accounting guidance fovddue measurement emphasizes that fair valaemsrket-based measurement, not an
entity-specific measurement, and establishes ardire hierarchy that distinguishes between assomgpbased on 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 (unaeiil)sn active markets for identical assets orilitis that PSEG, Power and PSE&G
have the ability to access. These consist primafilisted 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, andestbbservable inputs such as interest rates afdigueves 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 $etser liabilities, based on the best informatwailable and might include an entity’s
own data and assumptions. In some valuationsnihes used may fall into different levels of therarchy. 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
December 31, 2013 , these consisted primarilyexdtat swaps whose basis is deemed significartdddir value measurement, electric load
deals and long-term gas supply contracts.

The following tables present information about P&EBower's and PSE&G's respective assets andilitiab) measured at fair value on a
recurring basis as of December 31, 2013 and Dece@ih@012 , including the fair value measuremeants the 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 December 32013
Quoted Market Significant
Prices for Significant Other Unobservable
Identical Assets  Observable Inputs Inputs
Description Total Netting (E) (Level 1) (Level 2) (Level 3)
Millions
PSEG
Assets:
Cash Equivalents (A) $ 43¢ $ — 3 43¢ % — $ =
Derivative Contracts:
Energy-Related Contracts (B) $ 22 % (349 $ — % 474 $ 98
Interest Rate Swaps (C) $ 38 $ — $ — $ 38 $ —
NDT Fund (D)
Equity Securities $ 897 $ — 3 89z $ 5 $ =
Debt Securities—Govt Obligations $ 42¢  $ — $ — $ 42¢ 3 —
Debt Securities—Other $ 291 $ — 9 — % 291 $ —
Other Securities $ 84 $ — 3 57 % 27 % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 23 $ — 3 23 % —  $ —
Debt Securities—Govt Obligations $ 107 $ — $ — $ 107 $ —
Debt Securities—Other $ 46 $ — 9 — % 46 $ —
Other Securities $ 3 % — 3 — 3 3 % —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (107 $ 351 $ — 3 (44¢) $ (10
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 12¢  $ (349 $ — % 474 $ 4
NDT Fund (D)
Equity Securities $ 897 $ — 3 89z $ 5 % —
Debt Securities—Govt Obligations $ 42¢  $ — $ — $ 42¢ 3 —
Debt Securities—Other $ 291 % — 3 — 3 291 $ —
Other Securities $ 84 $ — 3 57 $ 27 % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — 3 5 % —  $ —
Debt Securities—Govt Obligations $ 23 — % —  $ 23 % —
Debt Securities—Other $ 10 $ — 3 — 3 10 $ —
Other Securities $ 1 $ — % —  $ 1 9 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (207 $ 351 $ — % (44¢) % (10
PSE&G
Assets:
Derivative Contracts:
Energy Related Contracts (B) $ 94 $ — $ — $ — $ 94
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 $ — 3 5 § — $ =
Debt Securities—Govt Obligations $ 25 3 — % —  $ 25 3 —
Debt Securities—Other $ 11 $ — 3 — 3 1 $ —




Other Securities $ 1 $
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Recurring Fair Value Measurements as of December 32012
Quoted Market Significant
Prices for Significant Other Unobservable
Identical Assets  Observable Inputs Inputs
Description Total Netting (F) (Level 1) (Level 2) (Level 3)
Millions
PSEG
Assets:
Cash Equivalents (A) $ 287 $ — 3 287 $ — $ =
Derivative Contracts:
Energy-Related Contracts (B) $ 234 $ 3 $ — % 157 % 8C
Interest Rate Swaps (C) $ 57 $ — $ — $ 57 $ —
NDT Fund (D)
Equity Securities $ 78¢ $ — 3 78¢ $ — $ =
Debt Securities—Govt Obligations $ 285 % — $ — $ 285 % —
Debt Securities—Other $ 34z % — 9 — % 34z $ —
Other Securities $ 124 $ — 3 — 3 124 $ —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 18 $ — 3 18 3 —  $ —
Debt Securities—Govt Obligations $ 117 $ — $ — $ 117 $ —
Debt Securities—Other $ 47 % — 9 — 3 47 $ —
Other Securities $ 3 % — 3 — 3 3 % —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (16¢) $ 5 % — 3 62) $ (112
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 167 $ 3 $ — % 157 % 13
NDT Fund (D)
Equity Securities $ 78¢ $ — 3 78¢ $ — 3 —
Debt Securities—Govt Obligations $ 285 % — $ — $ 28t % —
Debt Securities—Other $ 34z % — 3 — 3 34z $ —
Other Securities $ 124 $ — % —  $ 124 % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 3 3 — 3 3 3 —  $ —
Debt Securities—Govt Obligations $ 23 — % —  $ 23 % —
Debt Securities—Other $ 9 % — 3 — 3 9 $ —
Other Securities $ 1 $ — 3 — 3 1 9 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ 61 $ 5 % —  $ 62 $ (4)
PSE&G
Assets:
Cash Equivalents (A) $ 65 $ — 3 65 $ — $ =
Derivative Contracts:
Energy Related Contracts (B) $ 67 $ — 9 — 3 —  $ 67
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 6 $ — 3 6 $ —  $ —
Debt Securities—Govt Obligations $ 3% $ — $ — 3 39 $ =




Debt Securities—Other $ 15 % — % —  $ 15 % —

Other Securities $ 1 $ — 3 — 3 1 % —

Liabilities:

Derivative Contracts:

Energy Related Contracts (B) $ (107 $ — $ — 8 — $ (107)
(A) Represents money market mutual fu
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(B) Level 2—Fair values for energy-related contisaare obtained primarily using a market-based@ur. Most derivative contracts
(forward purchase or sale contracts and swaps)adwed using the average of the bid/ask midponuts fmultiple broker or dealer
guotes or auction prices. Prices used in the vialuatrocess are also corroborated independentipdoyagement to determine that
values are based on actual transaction data tireiabsence of transactions, bid and offers fod#ye Examples may include
certain exchange and non-exchange traded capacitglactricity contracts and natural gas physicaveap contracts based on
market prices, basis adjustments and other premiumese adjustments and premiums are not considdgedicant to the overall
inputs.

Level 3—For energy-related contracts, which inclottre complex agreements where limited observaiplets or pricing
information are available, modeling techniqueseanployed using assumptions reflective of contrddrans, current market rates,
forward price curves, discount rates and risk fagtas applicable. Fair values of other energyrectg may be based on broker
guotes that we cannot corroborate with actual ntdrasaction data.

© Interest rate swaps are valued using quoted poiceommonly quoted intervals, which are interpaldt® periods different than tl
guoted intervals, as inputs to a market valuatiodeh Market inputs can generally be verified aratiei selection does not involve
significant management judgment.

(D) The NDT Fund maintains investments in variegsity and fixed income securities classified asfiable for sale.” The Rabbi
Trust maintains investments in an S&P 500 indexdfand various fixed income securities classifietaasilable for sale.” These
securities are generally valued with prices thatather exchange provided (equity securities) arket transactions for comparable
securities and/or broker quotes (fixed income sgeas}.

Level 1—nvestments in marketable equity securities withemNDT Fund are primarily investments in commaitks across
broad range of industries and sectors. Most egeityirities are priced utilizing the principal mark&k®se price or, in some
cases, midpoint, bid or ask price. Certain operedmdutual funds with mainly short-term investmeares valued based on
unadjusted quoted prices in active markets. ThéoRBfust equity index fund is valued based on gdgieces in an active
market.

Level 2—NDT and Rabbi Trust fixed income securities limited to investment grade corporate bondkslmited States
Treasury obligations or Federal Agency asset-baskedrities with a wide range of maturities. Sinw@ny 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 asibst recent exchange price or quoted bid for simsigurities. Market-based
standard inputs typically include benchmark yieteéported trades, broker/dealer quotes and isgueads. Certain short-term
investments are valued using observable marketpnc market parameters such as timex&turity, coupon rate, quality rati
and current yield.

(E) Represents the netting of fair value balamndés the same counterparty (where the right ofetfisxists) and the application of
collateral. All cash collateral received or postieat has been allocated to derivative positiongralthe right of offset exists, has
been offset in the Consolidated Balance SheetfA®eoember 31, 2013, net cash collateral (recgipad of $2 million , was
netted against the corresponding net derivativéraonpositions. Of the $2 million as of Decembgr 3013 , $(3) million of cash
collateral was netted against assets, and $5 millias netted against liabilities.

(F) Cash collateral netting represents collatenabunts netted against derivative assets anditiabias permitted under the accounting
guidance for Offsetting of Amounts Related to Certaontracts.

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 L&eThis includes derivatives valued using indigatprice quotations for contracts with ten
that extend into periods with no observable pricingnstances where observable data is unavajlablesideration is given to the assumpt
that market participants would use in valuing theed or liability. This includes assumptions abuoatket risks such as liquidity, volatility a
contract duration. Such instruments are categoiizé@vel 3 because the model inputs generallyhateobservable. PSEG's Risk
Management Committee approves risk managementigobnd objectives for risk assessment, controlahghtion, counterparty credit
approval, and the monitoring and reporting of Bskosures. The Risk Management Committee repottetdudit Committee of the PSEG
Board of Directors on the scope of the risk manag@ractivities and is responsible for approvingvaluation procedures at PSEG. Forward
price curves for the power market utilized by Poteemanage the portfolio are maintained and revielyePSEG’s Enterprise Risk
Management market pricing group, and used for firdmeporting purposes. PSEG considers creditnmmperformance risk in the valuation
of derivative contracts categorized in Levels 2 @nihcluding both historical and current marketadén its assessment of credit and
nonperformance risk by counterparty. The impactsrediit and nonperformance risk were not mateoidzhé financial statements.
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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 differencevieen electricity prices at the liquid referencenpaind electricity prices at the respective
delivery locations. To the extent the basis compoigbased on a single broker quote and is siamifito the fair value of the electric swaj

is categorized as Level 3. The fair value of Posvelectric load contracts in which load consumptitay change hourly based on demand are
measured using certain unobservable inputs, sublstsic load variability and, accordingly, ardegorized as Level 3. For Power, lotegm
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 ¢
transportation costs, and accordingly, the faiugaheasurements are classified in Level 3. For Rg§H&ng-term electric capacity contracts
are measured at fair value using both observalpecity auction prices and unobservable future l@mg: capacity prices as of December 31,
2012 . The measurement of these contracts incladjestments for contingencies, such as the potenttaome of litigation specifically
related to the contract and the risk related tactivestruction of the specified capacity facilitidéecordingly, the fair value measurements are
classified as Level 3. There is no liability assbeil with these contracts as of December 31, 2018ese contracts were terminated. For
additional information see Note 13. Commitments @odtingent Liabilities . The following table pralds detail surrounding significant
Level 3 valuations as of December 31, 2013 and 2012

Quantitative Information About Level 3 Fair Value M easurements
; Significant
Fair Value as of Valuation Un(?bservable
Commaodity Level 3 Position December 31, 2013  Technique(s) Input Range
Assets  (Liabilities)
Millions
Power
Discounted
Electricity Electric Swaps $ 3 3% D) Cash Flow Power Basis  $0 to $10/MWF
Electricity Discounted Historic Load
Electric Load Contracts — (8) cash flow Variability -5% to +10%
Other Various (A) 1 (1)
Total Power $ 4 $ (10)
PSE&G
Discounted Transportation $0.70 to
Gas Forward Contracts $ 94 3 — Cash Flow Costs $1/dekatherm
Total PSE&G $ 94 3 —
Total PSEG $ 98 $ (20
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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 to
Electricity Electric Swaps $ 7 % (1) Cash Flow Power Basis $10/MWh
1 (2  Discounted Historic Load
Electricit Electric Load Contracts Cash Flow Variability -5% to +10%
Other Various (A) 5 (@)
Total Power $ 13 $ (4)
PSE&G
Long-Term Gas
Forward Contras Discounted Basis and Capacit
Gas and Capacity (B) $ 67 $ (107)  Cash Flow Prices (B)
Total PSE&G $ 67 % (107
Total PSEG $ 80 $ (1173)
(A) Includes gas supply positions which are immates of December 31, 2013 and 2012 . Also inetudng-term electric capacity
positions which are immaterial as of December 81,22
(B) Includes long-term electric capacity and ldegn gas supply positions with various unobservatpets. Unobservable inputs for the

long-term electric capacity contracts include faited capacity prices in the range of $100 to $¥0W day. Significant
unobservable inputs for the gas supply contracisiéie long-term basis prices in the range of $$4éMMBTU of natural 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 wHeBE&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.
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A reconciliation of the beginning and ending baksof Level 3 derivative contracts and securitiedtie years ended December 31, 2848
2012, respectively, follows:

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Year Ended December 31, 2013

Total Gains or (Losses)
Realized/Unrealized
Included in
Regulatory Issuances Transfers Balance as of
Balance as of Included in Assets/ Purchases, (Settlements) In (Out) December 31,
Description January 1, 2013 Income (A) Liabilities (B) (Sales) © (D) 2013
Millions
PSEG
Net Derivative
Assets
(Liabilities) $ (3 $ 27 $ 134 $ — 3 8 $ 4 3 88
Power
Net Derivative
Assets
(Liabilities) $ 9 3 27 $ —  $ —  $ 8 $ 4 3 (6)
PSE&G
Net Derivative
Assets
(Liabilities) $ (40) $ — 3 134 $ —  $ — 3 — 3 94
Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Year Ended December 31, 2012
Total Gains or (Losses)
Realized/Unrealized
Included in
Regulatory Issuances Transfers Balance as of
Balance as of Included in Assets/ Purchases, (Settlements) In (Out) December 31,
Description January 1, 2012 Income (A) Liabilities (B) (Sales) © (D) 2012
Millions
PSEG
Net Derivative
Assets
(Liabilities) $ 21 % 42 9 (37 $ — $ (57) $ — $ (32)
Non-Recourse
Debt $ (50) $ 50 $ — — % — % — 3 —
Power
Net Derivative
Assets
(Liabilities) $ 24 3 42 % — $ — $ (57) $ — $ 9
PSE&G
Net Derivative
Assets
(Liabilities) $ 3 $ — 3 37) % —  $ — 3 — 3 (40)

(A) PSEG's and Power’s gains and losses attrilbeitisbchanges in net derivative assets and lisslinclude $(27) million and $42
million in Operating Income in 2013 and 2012 , exdjvely. Of the $(27) million in Operating Incorme2013 , $(19) million is
unrealized. Of the $42 million in Operating Income&012 , $(15) million is unrealized. Energy Haigs' release from its



obligations under the non-recourse debt is includdlSEG's Operating Income and is offset by thieevaff of the related assets.
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(B) Mainly includes gains/losses on PSE&G's defivacontracts that are not included in either emymor OCI, as they are deferred as
a Regulatory Asset/Liability and are expected todmdvered from/returned to PSE&G’s customers. idsussed in Note 13.
Commitments and Contingent Liabilities , PSE&G’adeterm electric capacity positions representethkySOCA contracts have
been terminated and the related derivative asd&thulity and regulatory asset and liability resed in the fourth quarter of 2013.

© Represents $8 million and $(57) million intghents for derivative contracts in 2013 and 20fe&spectively

(D) During the year ended December 31, 2013 , Bébmof net derivatives assets/liabilities werarisferred from Level 3 to Level 2
due to more observable pricing for the underlyiagwsities. The transfers were recognized as obdygnning of the quarters (i.e.
the quarter in which the transfers occurred), af®EG’s policy. During the year ended Decembe2812 , there were no
transfers among levels.

As of December 31, 2013, PSEG carried $2.5 biltibnet assets that are measured at fair valuereawaring basis, of which $88 million of
net assets were measured using unobservable impditslassified as Level 3 within the fair valueraiehy.

As of December 31, 2012 , PSEG carried $2.1 biltibnet assets that are measured at fair valuereawaring basis, of which $31 million of
net liabilities were measured using unobservalgatimand classified as Level 3 within the fair wahierarchy.

Note 18. Stock Based Compensation

PSEG's Amended and Restated 2004 Long-Term IneeRtan (LTIP) is a broad-based equity compensaiiogram that provides for grants
of various long-term incentive compensation awasdsh as stock options, stock appreciation rigiggformance units, restricted stock,
restricted stock units, cash awards or any comipimahereof. The types of long-term incentive avgdithat have been granted and remain
outstanding under the LTIP are nqualified options to purchase shares of PSEG's aamrstock, restricted stock awards, restricted stotk
awards and performance unit awards. The type dfyegward that is granted and the details of thredral may vary from time to time and is
subject to the approval of the Organization and @amsation Committee of PSEG's Board of DirectolSEQ the plan's administrative
committee.

The LTIP currently provides for the issuance ofigqawards with respect to approximately 26 millgtmares of common stock. As of
December 31, 2013, there were approximately 1liiomishares available for future awards under tihePL

Stock Options

Under the LTIP, non-qualified options to acquirargs of PSEG common stock may be granted to offimed other key employees selected
by the OCC. Option awards are granted with an éseqrice equal to the market price of PSEG's comstock at the grant date. The opti
generally vest over four years of continuous seniesting schedules may be accelerated upon thereace of certain events, such as a
change-ineontrol (unless substituted with an equity awaréaudal value), retirement, death or disability. iOmt are exercisable over a per
of time designated by the OCC (but not prior to pear or longer than terears from the date of grant) and are subjecteb sther terms ar
conditions as the OCC determines. Payment by opibddters upon exercise of an option may be madash or, with the consent of the
OCC, by delivering previously acquired shares cEBommon stock.

Restricted Stock

Under the LTIP, PSEG has granted restricted stagkds to officers and other key employees. Theaeeshare subject to risk of forfeiture
until vested by continued employment. Restricteglsgenerally vests annually over three or fourggbut is considered outstanding at the
time of grant, as the recipients are entitled taddinds and voting rights. Vesting may be accederapon certain events, such as change-in-
control (unless substituted with an equity awaréatfial value), retirement, death or disability.

Restricted Stock Units

Under the LTIP, PSEG has granted restricted stodkawards to officers and other key employees séhavards, which are bookkeeping
entries only, are subject to risk of forfeitureilmested by continued employment. Until vestea, tinits are credited with dividend
equivalents proportionate to the dividends paidP&EG common stock. Distributions are made in shafreesmmon stock. The restricted
stock unit grants for 2013 and 2012 generally aésihie end of three years. Vesting may be accelérgion certain events such as change-in-
control or death. Prior to 2011, restricted stook grants generally vested over four years.

Performance Share Units

Under the LTIP, PSEG has granted performance shatgto officers and other key employees. Thesegige for payment in shares of PSI
common stock based on achievement of certain finhgoals over a three -year performance perio@. @dyout varies from 0% to 200% of
the number of performance units granted dependingREG's performance with respect to certain filghtargets, including targets relatec
comparative performance against other companiaiger group of energy
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companies. The performance share units are creditbdlividend equivalents in an amount equal tadéinds paid on PSEG common stock
up until the shares are distributed. Vesting maproerated for the employee's service during théop@ance period as a result of certain
events, such as change-in-control (unless suledituith an equity award of equal value), retiremdeptith or disability.

Stock-Based Compensation

All outstanding unvested stock options are beimgeesed based on their grant date fair values, whérke determined using the Black-
Scholes option-pricing model. Stock option awangsexpensed on a tranche-specific basis over thasite service period of the award.
Ultimately, compensation expense for stock optisrmecognized for awards that vest.

PSEG recognizes compensation expense for reststbel and restricted stock units over the vegtiexgod based on the grant date fair
market value of the shares, which is equal to thekat price of PSEG's common stock on the datbeofjtant.

PSEG recognizes compensation expense for perfoershare units based on the grant date fair valiug® @award, which were determined
using the Monte Carlo model. The accrual of compgaos cost was based on the probable achieveméhe gferformance conditions, which
result in a payout from 0% to 200% of the initiahigt. The accrual during the year of grant is easttad at 100% of the original grant. The
accrual may be adjusted for subsequent changés iestimated or actual outcome.

2013 2012 2011
Millions
Compensation Cost included in Operation and Maartea Expense $ 32 3 25 $ 23
Income Tax Benefit Recognized in Consolidateate3hent of Operations $ 13 % 10 $ 1C

There was no excess tax benefit for 2013 . Theseless than $1 million of excess tax benefits k2. There was $1 million of excess tax
benefits included as financing cash flows on thagotidated Statements of Cash Flow for the yeae@mkcember 31, 2011 .

PSEG recognizes compensation cost of awards isstexdhe shorter of the original vesting periodh@ period beginning on the date of g
and ending on the date an individual is eligiblertirement and the award vests.

Stock Options
Changes in stock options for 2013 are summarizédllasvs:

Weighted Weighted Average
Average Exercise Remaining Years Aggregate

Options Price Contractual Term Intrinsic Value
Outstanding as of January 1, 2013 2,945,400 % 34.1¢
Exercised 229,70C % 28.3(
Canceled/Forfeited 100,53: $ 41.4¢
Outstanding as of December 31, 2013 2,615,161 $ 34.4% 47 $ 2,311,50:
Exercisable at December 31, 2013 2,615,161 % 34.4: 47 $ 2,311,50:

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidoipy model. There were no option grants
in 2013, 2012 and 2011 .

Activity for options exercised for the years end®tember 31, 2013, 2012 and 2011 is shown below:

2013 2012 2011
Millions
Total Intrinsic Value of Options Exercised $ 1 $ 4 $ 2
Cash Received from Options Exercised $ 7% 7 % 6
Tax Benefit Realized from Options Exercised $ — $ 1 3 1

Less than one million options vested during eacthefyears ended December 31, 2013 , 2012 and.Zllid total fair value of the stock
options vested during the years ended Decemb&(38 , 2012 and 2011 was $1 million , $3 milliod &% million , respectively.

145






Table of Content
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Restricted Stock

Changes in restricted stock for the year ended ibee 31, 2013 are summarized as follows:

Weighted Weighted Average
Average Grant Remaining Years Aggregate
Shares Date Fair Value Contractual Term Intrinsic Value
Non-vested as of January 1, 2013 68,80( $ 32.5i
Vested 60,000 $ 32.9¢
Non-vested as of December 31, 2013 8,80( $ 30.1¢ 03 $ 281,95:

There were no restricted stock awards granted 132@012 and 2011 .

The total intrinsic value of restricted stock vestiiring the years ended December 31, 2013 , 20d2@11 was $2 million , $1 million and
$1 million , respectively.

Restricted Stock Units

Changes in restricted stock units for the year érdlecember 31, 2013 are summarized as follows:

Weighted Weighted Average
Average Grant Remaining Years Aggregate

Shares Date Fair Value Contractual Term Intrinsic Value
Non-vested as of January 1, 2013 834,52° $ 31.1Z
Granted 325,03" % 31.41
Vested 109,69. $ 30.2¢
Canceled/Forfeited 2,30z % 31.4¢
Non-vested as of December 31, 2013 1,047,56¢ $ 31.3(C 1.1 $ 33,564,11

The weighted average grant date fair value perestoarestricted stock during the years ended Déesr@1, 2013 , 2012 and 2011 was
$31.41, $30.95 and $32.03 per share, respectively

The total intrinsic value of restricted stock uniested during the years ended December 31, 2PAB2 and 2011 was $4 million , $5 million
and $7 million , respectively.

As of December 31, 2013, there was approximatélgn#lion of unrecognized compensation cost related to tseicted stock units, which
expected to be recognized over a weighted averagedoof 1.0 year. Dividend equivalents units of38. accrued on the restricted stock
units during the year.

Performance Share Units

Changes in Performance Share Units for the yeagdebBécember 31, 2013 are summarized as follows:

Weighted
Average Weighted Average
Grant Date Remaining Years Aggregate
Shares Fair Value Contractual Term Intrinsic Value

Non-vested as of January 1, 2013 749,990 $ 32.7C
Granted 420,38" % 35.01%
Vested 270,14 $ 34.2¢
Canceled/Forfeited 98,12( $ 34.1C
Non-vested as of December 31, 2013 802,11¢ $ 33.2¢ 15 % 25,699,86

The weighted average grant date fair value persfoamperformance share units during the yearseéibseember 31, 2013, 2012 and 2011
was $35.07 , $31.25 and $35.33 per share, resphbcti

The total intrinsic value of performance share siaésted during the year ended December 31, 20082 and 2011 was $5 million , $4



million and $9 million , respectively.
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As of December 31, 2013, there was approximat&B/fillion of unrecognized compensation cost relatethe performance share units,
which is expected to be recognized over a weigatedlage period of 1.0 year. Dividend equivalenitswof 54,124 accrued on the
performance share units during the year.

Outside Directors

Under the Directors Equity Plan, annually, on tingt business day of May, each non-employee memiigie Board of Directors is awarded
stock units based on amount of annual compenstttiba paid at the closing price of PSEG commonkstocthat date. Dividend equivalents
are credited quarterly and distributions will cormoe upon the director leaving the Board as spekcifiehim/her in accordance with the
provisions of the plan.

The fair value of these awards is recorded as casgi®mn expense in the Consolidated Statementpefafions. Compensation expense for
the plan for each of the years ended December@B 22012 and 2011 was approximately $1 million .

Employee Stock Purchase Plan (ESPP)

PSEG maintains an ESPP for all eligible employdd3SEG and its subsidiaries. Under the ESPP, siohilRSEG common stock may be
purchased at 95% of the fair market value for Regmed Employees and 90% for Non-Represented Eegdaprough payroll deductions.
Dividends will be reinvested for all employees &%9of the fair market price unless the participaletts to receive a cash dividend. All
employees are required to hold the shares purchas#at the ESPP for at least three months fronptinehase date. In any year, employees
may purchase shares having a value not exceedibgoltheir base pay.

During the years ended December 31, 2013 , 2012@bd , employees purchased 257,513 shares, 194hares and 183,338 shares at an
average price of $30.57 , $31.32 and $30.69 peeshespectively. As of December 31, 2013 , 3.6ionilshares were available for future
issuance under this plan.

Note 19. Other Income and Deductions

Consolidated
Other Income Power PSE&G Other (A) Total
Millions
Year Ended December 31, 2013
NDT Fund Gains, Interest, Dividend and Other Income $ 15z $ — 3 — 152
Allowance of Funds Used During Construction — 24 — 24
Solar Loan Interest — 23 — 23
Other 2 7 5 14
Total Other Income $ 154 $ 54 $ 5 $ 21z
Year Ended December 31, 2012
NDT Fund Gains, Interest, Dividend and Otheome $ 194 $ — 3 — 3 194
Allowance of Funds Used During Construction — 23 — 23
Solar Loan Interest — 18 — 18
Other 7 11 7 25
Total Other Income $ 201 % 52 % 7 $ 26(
Year Ended December 31, 2011
NDT Fund Gains, Interest, Dividend and Other Income $ 18¢ $ — 3 — % 18¢
Allowance of Funds Used During Construction — 9 — 9
Solar Loan Interest — 10 — 1C
Other 4 6 5 15
Total Other Income $ 19C $ 25 $ 5 $ 22(
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Consolidated

Other Deductions Power PSE&G Other (A) Total
Millions
Year Ended December 31, 2013
NDT Fund Realized Losses and Expense $ 34 3 — 3 — 34
Other 15 3 2 2C
Total Other Deductions $ 49 $ 3 % 2 % 54
Year Ended December 31, 2012
NDT Fund Realized Losses and Expense $ 58 $ — 3 — 58
Loss on Early Extinguishment of Debt 15 — — 15
Other 17 5 3 25
Total Other Deductions $ 90 9 5 % 3 % 98
Year Ended December 31, 2011
NDT Fund Realized Losses and Expense $ 50 $ — $ — 3 5C
Loss on Early Extinguishment of Debt 17 — — 17
Other 12 4 2 18
Total Other Deductions $ 79 $ 4 3 2 % 8t
(A) Other primarily consists of activity at PSE@afent company), Energy Holdings, Services anddotapany eliminations.
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Note 20. Income Taxes

A reconciliation of reported income tax expenseA8EG with the amount computed by multiplying peihcome by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,

PSEG 2013 2012 2011
Millions

Net Income $ 1,24 $ 127 $ 1,50z

Income (Loss) from Discontinued Operations, netaf — — 96

Income from Continuing Operations $ 1,24 % 1,278 % 1,407

Income Taxes:
Operating Income:
Current Expense:

Federal $ 487 % (209 $ 25¢
State 42 2 32
Total Current 52¢ (20€) 29C
Deferred Expense:
Federal 147 75€ 501
State 11¢ 12t 191
Total Deferred 26& 88:¢ 692
Investment Tax Credit 18 59 (5)
Total Income Taxes $ 81z $ 73€ 3 977
Pre-Tax Income $ 2,058 $ 2,011 % 2,38¢
Tax Computed at Statutory Rate @ 35% $ 71¢ $ 704 % 834
Increase (Decrease) Attributable to Flow-ThrougEeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 10¢ 11E 14€
Uncertain Tax Positions 10 4 19
Manufacturing Deduction 9 — (15
Nuclear Decommissioning Trust 12 10 14
Plant-Related Items (14 (5) (6)
Tax Credits 9 (20 (5)
Audit Settlement — (71 —
Other (5) (12) (20
Sub-Total 93 32 14z
Total Income Tax Provision $ 81z $ 73€  $ 977
Effective Income Tax Rate 39.5% 36.6% 41.(%
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The following is an analysis of deferred incomeswafor PSEG:

As of December 31,
PSEG 2013 2012
Millions
Deferred Income Taxes
Assets:
Current (net) $ 24 % 49
Noncurrent
OPEB $ 28C $ 20C
Related to Uncertain Tax Position 201 75
Accumulated Other Comprehensive Income (Loss) 3 40
Other 124 262
Total Noncurrent Assets $ 60€ $ 577
Total Assets $ 63z $ 62€
Liabilities:
Current (net) $ — 3 72
Noncurrent:
Plant-Related Items $ 4,865 $ 4,68¢
Nuclear Decommissioning 282 20¢
New Jersey Corporate Business Tax 534 34:%
Securitization 27¢ 371
Leasing Activities 63¢ 65€
Pension Costs 28¢ 18C
AROs 241 297
Taxes Recoverable Through Future Rate (net) 181 165
Other 29 % 11€
Total Noncurrent Liabilities $ 7,602 % 7,024
Total Liabilities $ 7,602 $ 7,09¢
Summary of Accumulated Deferred Income Taxes:
Net Current Deferred Income Tax Assets $ 24 % 49
Net Current Deferred Income Tax Liability $ —  $ 72
Net Noncurrent Deferred Income Tax Liabilities $ 6,99, $ 6,44
Investment Tax Credit (ITC) 11z 95
Net Total Noncurrent Deferred Income Taxes and ITC $ 7,107 $ 6,542

The deferred tax effect of certain assets andliiedsi are presented in the table above net ofidferred tax effect associated with the
respective regulatory deferrals.
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A reconciliation of reported income tax expenseHower with the amount computed by multiplying pag-income by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,

Power 2013 2012 2011
Millions

Net Income $ 644 % 666 $ 1,10¢

Income (Loss) from Discontinued Operations, neaf — — 96

Income from Continuing Operations $ 644 $ 66€ % 1,01z

Income Taxes:
Operating Income:
Current Expense:

Federal $ 26z % 30 % 40C
State 40 51 39
Total Current 30z 81 43¢
Deferred Expense:
Federal 69 27¢ 15€
State 35 37 95
Total Deferred 104 31¢€ 251
Investment Tax Credit 13 3€ —
Total Income Taxes $ 41¢ % 43: % 69C
Pre-Tax Income $ 1,06 % 1,09¢ % 1,70:
Tax Computed at Statutory Rate @ 35% $ 372 $ 38t % 59¢€
Increase (Decrease) Attributable to Flow-ThrougiCeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 51 55 a0
Manufacturing Deduction (10 — (15
Nuclear Decommissioning Trust 12 1C 14
Tax Credits 2 @) (@D}
Uncertain Tax Positions 3 (6) 11
Audit Settlement — Q) —
Other (7) ©) (5)
Sub-Total 47 48 94
Total Income Tax Provision $ 41¢ % 43 % 69C
Effective Income Tax Rate 39.2% 39.4% 40.5%
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The following is an analysis of deferred incomeeafor Power:

As of December 31,

Power 2013 2012
Millions

Deferred Income Taxes

Assets:

Current $ 3¢ $ —

Noncurrent:
Pension Costs $ — 3 38
Accumulated Other Comprehensive Income (Loss) — 4C
Contractual Liabilities & Environmental Costs 35 35
Related to Uncertain Tax Positions 32 27
Other 91 61

Total Noncurrent Assets $ 15¢ % 201

Total Assets $ 18¢ $ 201

Liabilities:

Current (net) $ — 3 1€

Noncurrent:
Plant-Related Items $ 1,41€ $ 1,291
New Jersey Corporate Business Tax 81 32
Nuclear Decommissioning 282 20¢
Pension Costs 77 —
AROs 241 297
Accumulated Other Comprehensive Income (Loss) 2 —
Other 36 —

Total Noncurrent Liabilities 2,13 % 1,82¢

Total Liabilities $ 2,13t $ 1,84¢

Summary of Accumulated Deferred Income Taxes:

Net Current Deferred Income Tax Assets $ 3 $ =

Net Current Deferred Income Tax Liabilities $ — $ 16

Net Noncurrent Deferred Income Tax Liabilities $ 1,977 $ 1,62¢

Investment Tax Credit (ITC) 54 41

Net Total Noncurrent Deferred Income Taxes and ITC $ 2,031 % 1,66¢
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A reconciliation of reported income tax expenseHS&E&G with the amount computed by multiplying peg-income by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,
PSE&G 2013 2012 2011
Millions
Net Income $ 61z $ 528 $ 521
Income Taxes:
Operating Income:
Current Expense:
Federal $ 18  $ (217 % (225)
State — 9 (6)
Total Current 18: (20¢) (231)
Deferred Expense:
Federal 101 40¢ 48¢
State 92 83 92
Total Deferred 19¢ 492 57t
Investment Tax Credit 5 23 (4)
Total Income Taxes $ 381 % 307 % 34C
Pre-Tax Income $ 99z % 83 $ 861
Tax Computed at Statutory Rate @ 35% $ 348 3 292  $ 301
Increase (Decrease) Attributable to Flow-Througeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 59 52 56
Uncertain Tax Positions — 7 (@D}
Plant-Related Items (14) (4) (6)
Tax Credits (6) 3 (4)
Audit Settlement — (3D —
Other (6) (6) (6)
Sub-Total 33 15 39
Total Income Tax Provision $ 381 $ 307 % 34C
Effective Income Tax Rate 38.2% 36.8% 39.5%
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The following is an analysis of deferred incomesafor PSE&G:

As of December 31,
PSE&G 2013 2012
Millions
Deferred Income Taxes
Assets:
Current (net) $ 16 $ 49
Noncurrent:
OPEB $ 182 $ 18¢
Other — 93
Total Noncurrent Assets $ 182 $ 282
Total Assets $ 19¢ % 331
Liabilities:
Current (net) $ 30 ¢ 60
Noncurrent:
Plant-Related Items $ 343¢ % 3,37¢
New Jersey Corporate Business Tax 34C 25%
Securitization 27¢ 371
Conservation Costs 52 101
Pension Costs 171 18¢
Taxes Recoverable Through Future Rate (net) 181 165
Other 68 —
Total Noncurrent Liabilities $ 4530 $ 4,45
Total Liabilities $ 456( $ 4,51z
Summary of Accumulated Deferred Income Taxes:
Net Current Deferred Income Tax Assets $ 16 $ 49
Net Current Deferred Income Tax Liability $ 30 $ 60
Net Noncurrent Deferred Income Tax Liability $ 434¢ % 4,171
Investment Tax Credit (ITC) 58 52
Net Total Noncurrent Deferred Income Taxes and ITC $ 4,40¢ $ 4,227

The deferred tax effect of certain assets andliiedsi are presented in the table above net ofidferred tax effect associated with the
respective regulatory deferrals.

As of December 31, 2013, PSEG had a federal rextatipg loss (NOL) of $243 million and PSE&G haNew Jersey State NOL
carryforward of $731 million . The federal loss hekpire in 2033, while the New Jersey loss wilpeg between 2031 and 2033. PSEG and
PSE&G believe that it is more-likely-than-not tiia¢ federal and the state benefits from the NOLbélrealized.

Each of PSEG, Power and PSE&G provide deferredstakthe enacted statutory tax rate for all temyatéferences between the financial
statement carrying amounts and the tax bases stirgxiassets and liabilities irrespective of tieatment for rate-making purposes.
Management believes that it is probable that theimalated tax benefits that previously have beeatéd as a flow-through item to PSE&G
customers will be recovered from or refunded to &SI customers in the future. These amounts weterdened using the enacted federal
income tax rate of 35% and state income tax ra8of For additional information, see Note 6. Raguly Assets and Liabilities .

In September 2013, the U.S. Department of the Trgaend the IRS released final regulations thavigeguidance on applying Section 263
(a) of the Internal Revenue Code to amounts paattmire, produce, or improve tangible propertywal as rules for materials and supplies.
These regulations become effective in 2014 and timgilementation is not expected to have a matariphct on PSEG'’s and its subsidiaries’
results of operations, financial condition or céskws.

The Tax Relief, Unemployment Insurance Reauthadmatind Job Creation Act of 2010 included a priovisnaking qualified property
placed into service after September 8, 2010 anorbenuary 1, 2012, eligible for 100% bonus degtien for tax purposes. In addition,
qualified property placed into service in 2012 wehgible for 50% bonus depreciation for tax purmose
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On January 2, 2013, the President signed into ki@wAmerican Taxpayer Relief Act of 2012 that furtbetended the 50% bonus depreciation
for qualified property placed into service befoamdary 1, 2014. These provisions have generatdédfea®SEG through tax benefits related
to the accelerated depreciation. These tax bemweditdd have otherwise been received over an estiiraterage 20 year period.

With respect to ITC, for financial statement pesaacluding 2010 and 2011, the law provided anarpto claim either a grant or the ITC.
Accordingly, in those periods, the ITC was accodrite as a reduction of the book basis of the egl@ssets as opposed to being recorded in
tax expense. In 2012 the law changed and the gmiun is no longer available; as such, the accatedldeferred ITC generated in 2012 and
thereafter has been recorded as a noncurrent eéfex liability, which was included in Deferreccbme Taxes and ITC on PSEG's and
PSE&G's Consolidated Balance Sheets as of Decedib@013.

PSEG recorded the following amounts related tart®cognized tax benefits, which was primarily cosgd of amounts recorded for Power,
PSE&G and Energy Holdings:

Energy
2013 PSEG Power PSE&G Holdings
Millions
Total Amount of Unrecognized Tax Benefits as ofulay 1, 2013 $ 40z $ 134 % 165 % 101
Increases as a Result of Positions Taken irica Period 83 33 39 11
Decreases as a Result of Positions Taken in a Peinod (30 (19 9 2
Increases as a Result of Positions Taken dtin@g urrent Period 23 8 15 —
Decreases as a Result of Positions Taken durinGtinent Period — — — —
Decreases as a Result of Settlements with Takirgorities — — — —
Decreases due to Lapses of Applicable Statuternitafions — — — —
Total Amount of Unrecognized Tax Benefits as of &aber 31, 2013 $ 47t $ 15¢ $ 20 % 11C
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (320 (10%) 77 (37
Regulatory Asset—Unrecognized Tax Benefits (30 — (30 —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest ad Penalties) $ 126 % 51 $ 1 ¢ 73
Energy
2012 PSEG Power PSE&G Holdings
Millions
Total Amount of Unrecognized Tax Benefits as ofulay 1, 2012 $ 825 $ 121 % 11z $ 55E
Increases as a Result of Positions Taken irnca Period 92 27 55 9
Decreases as a Result of Positions Taken in a Peinod (179 @) 47 (119
Increases as a Result of Positions Taken dtin@g urrent Period 47 3 42 —
Decreases as a Result of Positions Taken durinGtinesnt Period — — — —
Decreases as a Result of Settlements with Takirgorities (389) (20 — (344)
Decreases due to Lapses of Applicable Statuternitaiions — — — —
Total Amount of Unrecognized Tax Benefits as of &maber 31, 2012 $ 40z $ 134  $ 162 $ 101
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (264) (93 (139) (35)
Regulatory Asset—Unrecognized Tax Benefits (30 — (30 —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest and Penalties) $ 10€ $ 41 $ — 66
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Energy
2011 PSEG Power PSE&G Holdings
Millions
Total Amount of Unrecognized Tax Benefits as ofulay 1, 2011 $ 75¢ $ 101 $ 82 §$ 53¢
Increases as a Result of Positions Taken irnca Period 58 24 14 17
Decreases as a Result of Positions Taken in a Peinod (22 9 — (12
Increases as a Result of Positions Taken dtin@g urrent Period 37 8 18 11
Decreases as a Result of Positions Taken durinGtinent Period 4 3 (@D} —
Decreases as a Result of Settlements with Takirgorities — — — —
Decreases due to Lapses of Applicable Statuternitaiions — — — —
Total Amount of Unrecognized Tax Benefits as of &maber 31, 2011 $ 82t $% 121  $ 112 $ 55E
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (379 77 (65) (219
Regulatory Asset—Unrecognized Tax Benefits (20 — (20 —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest and Penalties) $ 42¢ % 44 % 28 $ 34z

On January 31, 2012, PSEG signed a specific matising agreement with the IRS regarding dispusedassessments associated with ce
lease investments. On the same date, PSEG sigheara870-AD settlement agreement covering all aisdites for tax years 1997 through
2003. In March 2012, PSEG executed a Form 870-Aflesgent agreement covering all audit issues foryars 2004 through 2006. These
agreements concluded the audits for these yeaRIBIG and the leasing issue for all tax years fihlaacial statement impacts of these
agreements, net of existing financial statemerdrkes, was a net decrease in tax expense in thefiarter of 2012 of $71 million for PSEG,
including $30 million and $1 million for PSE&G ambwer, respectively.

PSEG and its subsidiaries include all accruedasteaind penalties related to uncertain tax positiequired to be recorded, as income tax
expense. Interest and penalties on uncertain tsixiquas were as follows:

Interest and Penalties on Uncertain
Tax Positions
Years Ended December 31,

2013 2012 2011
Millions
Power $ 2 $ 2 $ (12)
PSE&G 6 1 (24)
Energy Holdings 44 39 42(
Other — — 1C
Total $ 48 $ 38 9 39t
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It is reasonably possible that total unrecognizedaenefits will decrease within the next twelventins due to either agreements with various
taxing authorities upon audit or the expiratiortted Statute of Limitations. These potential deasage as follows:

Possible Decrease in Total Unrecognized Over the next
Tax Benefits including Interest 12 Months
Millions
PSEG $ 157
Power $ 71
PSE&G $ 11

As a result of a change in accounting method fercépitalization of indirect costs, PSEG reducedriét amount of its uncertain tax positions
(including interest) by $97 million , approximatei¢3 million of which related to PSE&G. Pursuanatoagreement signed with the IRS on
January 31, 2012, this matter is settled and tisemaesulting increase in uncertain tax positidiese amounts are not included in the table
above.

A description of income tax years that remain scibje examination by material jurisdictions, whareexamination has not already conclt
are:

PSEG Power PSE&G
United States
Federal 2007-2012 N/A N/A
New Jersey 2006-2012 N/A 2006-2012
Pennsylvania 2001-2012 N/A 2000-2012
Connecticut 2002-2012 N/A N/A
Texas 2007-2012 N/A N/A
California 2003-2012 N/A N/A
New York 2009-2012 2009-2012 N/A
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Note 21. Accumulated Other Comprehensive Income (Iss), Net of Tax

Other Comprehensive Income (Loss)

PSEG Year Ended December 31, 2013

Cash Flow Pension and  Available-for -

Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans  Sale Securities Total
Millions

Balance as of December 31, 2012 $ 7 $ (48%) $ 9 3 (38¢)
Other Comprehensive Income before Reclassifinati 2 21C 91 29¢
Amounts Reclassified from Accumulated Other Compretive
Income (Loss) ) 37 (36) (6)
Net Current Period Other Comprehensive Income (Loss 9) 247 55 29:
Balance as of December 31, 2013 $ 2 $ (238) $ 145 $ (95)

Other Comprehensive Income (Loss)

Power Year Ended December 31, 2013

Cash Flow Pension and  Available-for -

Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans  Sale Securities Total
Millions

Balance as of December 31, 2012 $ 9 3 (422) $ 85 $ (32¢)
Other Comprehensive Income before Reclassifinati (2 18t 93 27¢
Amounts Reclassified from Accumulated Other Compretive
Income (Loss) (8) 33 (36) (12
Net Current Period Other Comprehensive Income (Loss (10) 21¢ 57 26t
Balance as of December 31, 2013 $ @ $ (204 $ 142 % (63)
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Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss) to Income
Statement
PSEG Year Ended December 31, 2013
Description of Amounts Reclassified from Location of Pre-Tax
Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 13 $ 5) $ 8
Interest Rate Swaps Interest Expense D — 8 QD
Total Cash Flow Hedges 12 (5 7
Pension and OPEB Plans
Operation and Maintenance
Amortization of Prior Service (Cost) CreditExpense 11 4) 7
Operation and Maintenanc
Amortization of Actuarial Loss Expense (75) 31 (44)
Total Pension and OPEB Plans (64) 27 (37)
Available-for-Sale Securities
Realized Gains Other Income 11€ (59 57
Realized Losses Other Deductions (29 14 (15
Other-Than-Temporary
Other-Than-Temporary Impairments Impairments (12 6 (6)
Total Available-for-Sale Securities 75 (39 36
Total $ 23 $ @an $ 6
Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss) to Income
Statement
Power Year Ended December 31, 2013
Description of Amounts Reclassified from Location of Pre-Tax
Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 13 $ 5 % 8
Total Cash Flow Hedges 13 (5 8
Pension and OPEB Plans
Operation and Maintenance
Amortization of Prior Service (Cost) CreditExpense 9 4) 5
Operation and Maintenanc
Amortization of Actuarial Loss Expense (64) 26 (39
Total Pension and OPEB Plans (55) 22 (33
Available-for-Sale Securities
Realized Gains Other Income 112 (57) 55
Realized Losses Other Deductions (26) 13 (13
Other-Than-Temporary
Other-Than-Temporary Impairments Impairments (12 6 (6)
Total Available-for-Sale Securities 74 (39 36
Total $ 32 8 (21) $ 11
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Note 22. Earnings Per Share (EPS) and Dividends
EPS

Diluted EPS is calculated by dividing Net Incometbg weighted average number of shares of comnuomk stutstanding, including shares
issuable upon exercise of stock options outstandiingesting of restricted stock awards granted unde stock compensation plans and upon
payment of performance units or restricted stodksuifthe following table shows the effect of theseck options, performance units and
restricted stock units on the weighted average murabshares outstanding used in calculating dil&PS:

Years Ended December 31,
2013 2012 2011
Basic Diluted Basic Diluted Basic Diluted
EPS Numerator:
(Millions)
Continuing Operations $ 1,24: $ 1,245 $ 127 $ 1,27t $ 1,407 $ 1,407
Discontinued Operations — — — — 96 96
Net Income $ 124 $ 124 $ 127 $ 1278 $ 150 $ 1,50z
EPS Denominator:
(Thousands)
Weighted Average Common
Shares Outstanding 505,88 505,88¢ 505,93: 505,93: 505,94¢ 505,94¢
Effect of Stock Based
Compensation Awards — 1,63¢ — 1,15: — 1,03:
Total Shares 505,88¢ 507,52! 505,93: 507,08t 505,94¢ 506,98:
EPS:
Continuing Operations $ 2.4¢ $ 248 $ 252 % 251 $ 2.7 $ 2.71
Discontinued Operations — — — — 0.1¢ 0.1¢
Net Income $ 24€ % 248 % 25z $ 251 $ 297 $ 2.9¢

There were approximately 1.6 million , 1.8 milliand 1.8 million stock options excluded from thegi®éd average common shares used for
diluted EPS due to their antidilutive effect foethears ended December 31, 2013, 2012 and 2@speatively. No other stock options had
an antidilutive effect for the years ended Decen®ier2013 , 2012 or 2011 .

Dividends
Years Ended December 31,
Dividend Payments on Common Stock 2013 2012 2011
Per Share $ 144 % 14z $ 1.37
in Millions $ 72¢  $ 71€  $ 697

On February 18, 2014, PSEG's Board of Directorg@pgd a $0.37 per share common stock dividendhiffitst quarter of 2014.

Note 23. Financial Information by Business Segment
Basis of Organization

PSEG’s operating segments are Power and PSE&Gofémating segments were determined by managemantordance with GAAP—
Disclosures about Segments of an Enterprise aratdRelnformation. These segments were determingelddban how management measures
performance based on segment Net Income, as dtestin the following table, and how it allocatesaurces to each business.

On December 31, 2013, Energy Holdings' solar gé¢ioeréacilities and its interest in a generationility in Hawaii were transferred to Pow
As a result, the earnings, assets and liabiligésted to this transfer are presented as if threstea
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occurred at the beginning of the year and priorybave been retrospectively adjusted to furnishgarative information. See Note 1.
Organization, Basis of Presentation and Summasigidificant Accounting Policies for additional imfoation.

Power

Power earns revenues by selling energy, capacityaanillary services on a wholesale basis undetraonto power marketers and to load
serving entities and by bidding energy, capacity ancillary services into the markets for theselpots. Power also enters into contracts for
energy, capacity, FTRs, gas, emission allowancd#rer energy-related contracts to optimize tHeevaf its portfolio of generating assets
and its electric and gas supply obligations.

PSE&G

PSE&G earns revenues from its tariffs, under witighovides electric transmission and electric gad distribution services to residential,
commercial and industrial customers in New Jer$ég. rates charged for electric transmission areladgd by the FERC while the rates
charged for electric and gas distribution are ratpd by the BPU. Revenues are also earned fromadeiber activities such as solar
investments, sundry sales, the appliance servisméss, wholesale transmission services and otlseetlaneous services.

Other

This category includes amounts applicable to Enétoigings and PSEG LI, which are below the quatiniéathreshold for separate disclos
as reportable segments. Other also includes amapptEable to PSEG (parent corporation) and Sesvic

Eliminations Consolidated
Power PSE&G Other (A) Total
Millions

Year Ended December 31, 2013

Operating Revenues $ 506: $ 6,65t $ 52 $ (1,809 $ 9,96¢
Depreciation and Amortization 272 87z 33 — 1,17¢
Operating Income (Loss) 1,07¢ 1,23t (6) — 2,29¢
Income from Equity Method Investments 1€ — (5) — 11
Interest Income 1 25 25 (22 29
Interest Expense 11€ 29¢ 15 (22 40z
Income (Loss) before Income Taxes 1,06: 99: (D) — 2,05¢
Income Tax Expense (Benefit) 41¢ 381 12 — 81z
Income (Loss) from Continuing Operations 644 612 (13 — 1,24:
Net Income (Loss) 644 612 (13 — 1,24:
Gross Additions to Long-Lived Assets $ 60 $ 2,17t $ 27 — 3 2,811
As of December 31, 2013

Total Assets $ 12,00: $ 19,72( $ 4,02 $ 3,225 $ 32,52;
Investments in Equity Method Subsidiaries $ 12: % — 3 3 9 —  $ 12¢
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Eliminations Consolidated
Power PSE&G Other (A) Total
Millions
Year Ended December 31, 2012
Operating Revenues $ 487: $ 6,62¢ $ 10z $ a,82) $ 9,781
Depreciation and Amortization 242 77¢ 34 — 1,05¢
Operating Income (Loss) 1,12 1,08: 72 — 2,27¢
Income from Equity Method Investments 15 — 3 — 12
Interest Income 3 20 25 (22) 27
Interest Expense 132 29t 17 (22) 427
Income (Loss) before Income Taxes 1,09¢ 83t 77 — 2,011
Income Tax Expense (Benefit) 43¢ 307 4 — 73€
Income (Loss) from Continuing Operations 66€ 52¢ 81 — 1,27t
Net Income (Loss) 66€ 52¢ 81 — 1,27¢
Gross Additions to Long-Lived Assets $ 77C % 1,77C  $ 34 $ — % 2,57¢
As of December 31, 2012
Total Assets $ 11,327 $ 19,22t $ 4,161 $ (2,987 $ 31,72¢
Investments in Equity Method Subsidiaries $ 12t % — 3 9 4 —  $ 134
Eliminations Consolidated
Power PSE&G Other (A) Total
Millions
Year Ended December 31, 2011
Operating Revenues $ 6,15( $ 7,32¢ $ (149 $ (2,248 $ 11,07¢
Depreciation and Amortization 22¢ 71¢ 29 — 97€
Operating Income (Loss) 1,77: 1,151 (182) — 2,742
Income from Equity Method Investments 14 — (10 — 4
Interest Income 4 12 20 () 19
Interest Expense 17t 31C 7 (@) 47¢%
Income (Loss) before Income Taxes 1,70:% 861 (280) — 2,38¢
Income Tax Expense (Benefit) 69C 34C (53 — 977
Income (Loss) from Continuing Operations 1,01z 521 227 — 1,407
Income from Discontinued Operations, net of
tax 9€ — — — 96
Net Income (Loss) 1,10¢ 521 227 — 1,50
Gross Additions to Long-Lived Assets $ 757 % 1,302 % 24 $ — $ 2,08
(A) Intercompany eliminations, primarily relateitdercompany transactions between Power and PSE®@ains or losses are

recorded on any intercompany transactions; ratileintercompany transactions are at cost or, éncise of the BGS and BGSS
contracts between Power and PSE&G, at rates pbeschy the BPU. For a further discussion of thercampany transactions
between Power and PSE&G, see Note 24. Related-Pasactions .
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Note 24. Related-Party Transactions

The majority of the following discussion relatesritercompany transactions, which are eliminatednduthe PSEG consolidation process in
accordance with GAAP.

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

Years Ended December 31,

Related Party Transactions 2013 2012 2011
Millions

Revenue from Affiliates:
Billings to PSE&G through BGSS and BGS (A) $ 1,797 $ 1,80: $ 2,21¢

Expense Billings from Affiliates:

Administrative Billings from Services (B) $ (a7¢) $ (159 $ (1479)
Total Expense Billings from Affiliates $ (1ve) ¢ (1549 ¢ (147)
Years Ended December 31,
Related Party Transactions 2013 2012
Millions
Receivables from PSE&G through BGS and BGSS Caist(@g $ 267 $ 265
Receivable from (Payable to) Services (B) (32) (31
Receivable from (Payable to) PSEG (C) 97 10€
Accounts Receivable (Payable)—Affiliated Companiesiet $ 33§ 34C
Short-Term Loan to (from) Affiliate (demand Note to (from) PSEG) (D) $ 79C $ 574
Working Capital Advances to Services (E) $ 17 $ 17
Long-Term Accrued Taxes Receivable (Payable) $ (53 $ (50)
PSE&G
The financial statements for PSE&G include trarieastwith related parties presented as follows:
Years Ended December 31,
Related Party Transactions 2013 2012 2011
Millions

Expense Billings from Affiliates:

Billings from Power through BGSS and BGS (A) $ 1,797 $ (1,802 $ (2,215

Administrative Billings from Services (B) (255) (230 (210

Total Expense Billings from Affiliates $ (2,052) $ (2,037) $ (2,425)
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Years Ended December 31,
Related Party Transactions 2013 2012
Millions

Payable to Power through BGS and BGSS Contracts (A) $ (267) $ (26%)
Payable to Power from SREC Liability (F) — @)
Receivable from (Payable to) Services (B) (73 (65)
Receivable from (Payable to) PSEG (C) 15C 262
Receivable from Energy Holdings — 2
Accounts Receivable (Payable)—Affiliated Companiesiet $ (190) $ (73)
Working Capital Advances to Services (E) $ 33 % 33
Long-Term Accrued Taxes Receivable (Payable) $ (72 $ (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 aucpimtess.

Services provides and bills administrativevgzss to Power and PSE&G at cost. In addition, Raamel PSE&G have other
payables to Services, including amounts relatezbttain common costs, such as pension and OPEB, edsich Services pays
behalf of each of the operating companies.

Receivable primarily relates to tax amounts tuPSEG from its affiliates as PSEG files a cbidated federal income tax return
together with its affiliated companies. A tax alition agreement exists between PSEG and eachaffilisted companies. The
general operation of these agreements is thauttsidiary company will compute its taxable inconmeaostand-alone basis. If the
result is a net tax liability, such amount shallpjaéd to PSEG. If there are net operating lossdfaax credits, the subsidiary
shall receive payment for the tax savings from P$&Be extent that PSEG is able to utilize thoealfits.

Power’s short-term loans with PSEG are forkireg capital and other short-term needs. Intemesbine and Interest Expense
relating to these short-term funding activities &enmaterial.

Power and PSE&G have advanced working caguit8ervices. The amounts are included in Other Nveat Assets on Power’s
and PSE&G’s Consolidated Balance Sheets.

Pursuant to a 2008 BPU Order, certain BGS Igenspincluding Power, would be reimbursed for tlost they incurred above
$300per Solar Renewable Energy Certificate (SREC) oiSmdar Alternative Compliance Payment during teeqad June 1, 20(
through May 31, 2010 and such excess cost woufthbsed onto ratepayers. In accordance with a Stipolof Settlement
approved by the BPU in a December 2012 Order deagrthe mechanism for BGS suppliers to recovesdlmsts, PSE&G, as a
New Jersey EDC, estimated and accrued a totalitiafiir the excess SREC cost expected to be reeavieom ratepayers $17
million , including approximately $7 million for Rer’s share which was included in PSE&G’s AccolRégeivable (Payable)—
Affiliated Companies, as of December 31, 2012 . érmirrent accounting guidance, Power was unabiecird the related
intercompany receivable on its Consolidated BalaéBtoeet until the BPU issued an Order approving gagiments. As a result,
PSE&G’s liability to Power was not eliminated innsolidation and was included in Other Current Lities on PSEG’s
Consolidated Balance Sheet as of December 31, 201ay 2013, the BPU issued an Order approvimgBS payments for
these SRECs. This Order was not appealed and ntergffect in July 2013. As a result, Power recdride $9 million then
outstanding receivable from PSE&G. In August 2(SE&G reimbursed Power and its other BGS suppiarthe excess SRE
costs.
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Note 25. Selected Quarterly Data (Unaudited)

The information shown in the following tables, retopinion of PSEG, Power and PSE&G includes gllsachents, consisting only of normal
recurring accruals, necessary to fairly presenh suounts.

Quarter Ended
March 31, June 30, September 30, December 31,
2013 2012 2013 2012 2013 2012 2013 2012
PSEG Consolidated: Millions, except per share data
Operating Revenues $ 2,78 $ 287 $ 231C $ 2,09 $ 255 $ 240 $ 2,31¢ $ 2,40¢
Operating Income $ 61C $ 78z $ 61z $ 43z $ 71z $ 594 % 365 $  46¢
Net Income (Loss) $ 32 $ 49 $ 33 $ 211 $ 39C $ 347 $ 20 $ 224
Earnings Per Share:
Basic:
Net Income (Loss) $ 06 $ 097 $ 066 $ 04z $ 077 $ 06 $ 04C $ 0.44
Diluted:
Net Income (Loss) $ 065 $ 097 $ 066 $ 04z $ 077 $ 068 $ 03¢ $ 044
Weighted Average Common Sha
Outstanding:
Basic 50€ 50€ 50€ 50€ 50€ 50€ 50€ 50€
Diluted 507 507 507 507 50¢ 507 50¢ 507
Quarter Ended
March 31, June 30, September 30, December 31,
2013 2012 2013 2012 2013 2012 2013 2012
Power: (A) Millions
Operating Revenues $ 1451 $156: $ 1,19 $ 987 $ 1,17« $ 1,041 $ 1,248 $ 1,28:
Operating Income $ 24z $ 441 $ 351 $ 19 $ 37C $ 2068 $ 107 $ @ 21¢
Net Income (LosS) $ 141 $ 257 $ 21C % 10€ $ 22¢ $ 187 $ 67 $ 113
Quarter Ended
March 31, June 30, September 30, December 31,
2013 2012 2013 2012 2013 2012 2013 2012
PSE&G: Millions
Operating Revenues $ 199 $193¢ $ 142: $ 1,407 $166€ $ 168° $ 1571 $ 1,597
Operating Income $ 36 $ 34z $ 25 % 227 $ 34€ $ 321 % 271 % 19¢
Net Income (Loss) $ 17¢ $ 197 $ 1212 $ 101 $ 166 $ 158 $ 144 $ 75

(A) Power's information has been restated for atiqus presented to reflect the transfer of cem&iBnergy Holdings' equity investments to
Power on December 31, 2013. For additional infoiomasee Note 1. Organization, Basis of Presentai@hSummary of Significant
Accounting Policies .
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Note 26. Guarantees of Debt

Power’s Senior Notes are fully and unconditionalhd jointly and severally guaranteed by its subsies, PSEG Fossil LLC, PSEG Nuclear
LLC and PSEG Energy Resources & Trade LLC. The¥alhg table presents financial information for thearantor subsidiaries as well as
Power’s non-guarantor subsidiaries as of Decembg2@®13 and 2012 and for the years ended Decenh@033 , 2012 and 2011 .

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2013
Operating Revenues $ — 3 6,49C $ 19C $ (1,617 $ 5,06
Operating Expenses 23 5,41z 174 (1,617 3,99
Operating Income (Loss) (23 1,07 16 — 1,07(
Equity Earnings (Losses) of
Subsidiaries 684 (5) 16 (679 16
Other Income 35 157 — (38) 154
Other Deductions ()] (35 — — (49
Other-Than-Temporary Impairments — (12 — — (12
Interest Expense (93 (42 (19 38 (11€)
Income Tax Benefit (Expense) 55 (474 — — (419)
Net Income (Loss) $ 644 $ 66€ $ 13  $ (679 $ 644
Comprehensive Income (Loss) $ 90¢ $ 71z $ 11 $ (724) $ 90¢
As of December 31, 2013
Current Assets $ 4,16C $ 8,91¢ $ 944 $ (11,544 $ 2,47¢€
Property, Plant and Equipment, net 81 6,10¢ 1,17¢ — 7,361
Investment in Subsidiaries 4,64~ 72¢ — (5,379 —
Noncurrent Assets 222 1,843 13¢ (48) 2,15¢
Total Assets $ 9,10¢ $ 17,60C $ 2,26 $ (16,9660 $ 12,00:
Current Liabilities $ 444 3 10,91¢ $ 98z $ (11,54 $ 80C
Noncurrent Liabilities 30¢ 2,24 33¢ 47) 2,841
Long-Term Debt 2,497 — — — 2,491
Member’s Equity 5,85¢ 4,43¢ 94C (5,379 5,85¢
Total Liabilities and Member’s
Equity $ 9,10¢ $ 17,600 $ 2,26 $ (16,96¢) $ 12,00:
Year Ended December 31, 2013
Net Cash Provided By (Used In)
Operating Activities $ 28¢ % 1,50 $ 82 § (526) $ 1,341
Net Cash Provided By (Used In)
Investing Activities $ 19 % (1,099 $ (7)) $ 10¢ % (861)
Net Cash Provided By (Used In)
Financing Activities $ (481 $ 412 $ (1) $ 417 $ (487)
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2012
Operating Revenues $ — 3 6,23¢ $ 13t $ (1,500 $ 4,87:
Operating Expenses 7 5,11¢ 12t (1,500 3,75(
Operating Income (Loss) @) 1,12( 10 — 1,122
Equity Earnings (Losses) of Subsidial 707 (20 15 (697) 15
Other Income 45 20€ 2 (52 201
Other Deductions (32) (59 — — (90)
Other-Than-Temporary Impairments — (18) — — (18)
Interest Expense (118 (51) (16) 53 (132
Income Tax Benefit (Expense) 70 (501) 2 — (439)
Net Income (Loss) $ 66€ $ 687 $ 9 % (69¢) $ 66€
Comprehensive Income (Loss) $ 614 $ 681 $ 9 % (690 $ 614
As of December 31, 2012
Current Assets $ 3,92 % 8,08 $ 94z $ (10,719 $ 2,23¢
Property, Plant and Equipment, net 80 5,98¢ 1,15¢ — 7,222
Investment in Subsidiaries 4,50¢ 733 — (5,247 —
Noncurrent Assets 201 1,66( 14t (147 1,86t
Total Assets $ 8,711 $ 16,46 $ 2,241 % (16,099 $ 11,32
Current Liabilities $ 48z $ 10,187 $ 1,011 $ (10,719 $ 96¢
Noncurrent Liabilities 55¢ 1,96( 30¢€ (140) 2,68t
Long-Term Debt 2,04( — — — 2,04C
Member’s Equity 5,63( 4,31¢ 924 (5,2472) 5,63(
Total Liabilities and Member’s
Equity $ 8,711 % 16,46 $ 2,241  $ (16,099 $ 11,32:
Year Ended December 31, 2012
Net Cash Provided By (Used In)
Operating Activities $ 29¢ % 156z $ 67 $ 474 $ 1,45:
Net Cash Provided By (Used In)
Investing Activities $ 715 % (1,20¢) $ (151 $ 17C  $ (472
Net Cash Provided By (Used In)
Financing Activities $ (963 $ (361) $ 83 $ 258 % (98€)

167




Table of Content

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year Ended December 31, 2011
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidial
Other Income
Other Deductions
Other-Than-Temporary Impairments
Interest Expense
Income Tax Benefit (Expense)

Income (Loss) on Discontinued
Operations, net of Tax Benefit

Net Income (Loss)
Comprehensive Income (Loss)
Year Ended December 31, 2011

Net Cash Provided By (Used In)
Operating Activities

Net Cash Provided By (Used In)
Investing Activities

Net Cash Provided By (Used In)
Financing Activities

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions

— 7,45; $ 15t (1,457 $ 6,15(

5 5,67 157 (1,45¢) 4,371

(5) 1,77¢ 2 1 1,77
1,18¢ 92 14 (1,27¢) 14
40 19t — (45) 19C
(29) (51) — — (79
@ 19 — — (20)
(14¢€) (56) (18) 45 (175
63 (762) 9 — (690)

- — 97 1) 96
1,10¢ 1,17¢  $ 10C (1,27¢) $ 1,10¢
92¢ 1,05t $ 10C (1,15% $ 92¢
60¢ 2,427 $ (279 (940 ¢ 1,817
59¢ (1,17) $ 594 (597 $ (579
(1,210 (1,25¢) $ (3149 154: $ (1,239
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures
PSEG, Power and PSE&G

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&hge Act”)that are designed to provide reasonable assurbataformation require
to be disclosed in the reports that are filed dmsitted 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 Gro
Incorporated, PSEG Power LLC, and Public Servieztc and Gas Company. The committee monitorsezatliates the effectiveness of
these disclosure controls and procedures. The GECGC&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 weretigé at a reasonable assurance le\
of the end of the period covered by the report.

Internal Controls
PSEG, Power and PSE&G

We have conducted assessments of our internalot@ver financial reporting as of December 31, 20&8 required by Section 404 of the
Sarbanes-Oxley Act, using the framework promulgatethe Committee of Sponsoring Organizations eftheadway Commission,
commonly referred to as “COSQ”. Management'’s report PSEG’s, Power’'s and PSE&G'’s internal contv@rdinancial reporting are
included on pages 170, 171 and 172, respectivélg.lidependent Registered Public Accounting Fimepmort with respect to the
effectiveness of PSE&’nternal control over financial reporting is inded on page 173. Management has concluded teat@hicontrol ove
financial reporting is effective as of December 2013 .

We continually review our disclosure controls amdgedures and make changes, as necessary, to #€msapeality of their financial reportir
There have been no changes in internal control fivancial reporting that occurred during the fougquarter of 2013 that have materially
affected, or are reasonably likely to materiallieaf, each registrant’s internal control over fioiahreporting.

ITEM 9B. OTHER INFORMATION

None.
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—PSEG

Management of Public Service Enterprise Group Ipaated (PSEG) is responsible for establishingraathtaining effective internal control
over financial reporting and for the assessmetti@kffectiveness of internal control over finahegpoorting. As defined by the SEC in Rules
13a-15(f) and 15d-15(f) under the Securities Exgleafsct of 1934, internal control over financial ogfing is a process designed by, or under
the supervision of, the company’s principal exeaiind principal financial officers, or personsfpening similar functions, and
implemented by the company’s management and otlreppnel, with oversight by the Audit Committedtw Board of Directors to provide
reasonable assurance regarding the reliabilitynafitial reporting and the preparation of finansiatements for external purposes in
accordance with accounting principles generallyepted in the United States of America (generalgepted accounting principles).

PSEG'’s internal control over financial reportinglindes those policies and procedures that (1) ipeidahe maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of PSEG’s ass®Btgrévide reasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch generally accepted accounting
principles, and that receipts and expendituresSE® are being made only in accordance with autatioizs of PSEG’s management and
directors; and (3) provide reasonable assuran@dig prevention or timely detection of unauthedacquisition, use or disposition of
PSEG's assets that could have a material effethefinancial statements.

In connection with the preparation of PSE@hnual financial statements, management of PSEG@idertaken an assessment, which inc
the design and operational effectiveness of PSE{Bsnal control over financial reporting basedooiteria established imternal Control -
Integrated Framework (1992) issued by the Committee of Sponsoring Organizatidrike Treadway Commission, commonly referredsto a
“COSO". The COSO framework is based upon five irdégd components of control: control environmeisk assessment, control activities,
information and communications and ongoing moriigri

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjsct to the risk that controls may become inadtghacause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrfdisded that PSEG's internal control over finahmporting is effective and provides
reasonable assurance regarding the reliabilitySE®'s financial reporting and the preparation sfiihancial statements as of December 31,
2013 in accordance with generally accepted accogimiinciples. Further, management has not ideudtiéiny material weaknesses in internal
control over financial reporting as of December 3113 .

PSEG’s external auditors, Deloitte & Touche LLPydaudited PSEG's financial statements for the geded December 31, 2013 included
in this annual report on Form 10-K and, as pathat audit, have issued a report on the effectiseiné PSEG's internal control over financial
reporting, a copy of which is included in this aahteport on Form 10-K.

/sl RALPH | zz0O
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 26, 2014
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—Power

Management of PSEG Power LLC (Power) is responsilestablishing and maintaining effective intéreantrol over financial reporting
and for the assessment of the effectiveness ahialteontrol over financial reporting. As definegthe SEC in Rules 13a-15(f) and 15d-15(f)
under the Securities Exchange Act of 1934, intecoatrol over financial reporting is a process gaed by, or under the supervision of, the
company’s principal executive and principal finadafficers, or persons performing similar funcspand implemented by the company’s
management and other personnel, with oversighbéyudit Committee of the Board of Directors ofp@rent, Public Service Enterprise
Group Incorporated, to provide reasonable assunagaeding the reliability of financial reportingdthe preparation of financial statements
for external purposes in accordance with accourgimigiples generally accepted in the United StafeSmerica (generally accepted
accounting principles).

Power’s internal control over financial reportimgludes those policies and procedures that (1ipetd the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of Power’s aségtgrovide reasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch generally accepted accounting
principles, and that receipts and expendituresoafeé? are being made only in accordance with autatians of Power's management and
directors; and (3) provide reasonable assuran@dig prevention or timely detection of unauthedacquisition, use or disposition of
Power’s assets that could have a material effethefinancial statements.

In connection with the preparation of Power’s anrimancial statements, management of Power hasrtaien an assessment, which
includes the design and operational effectiven&fower’s internal control over financial reportihgsed on criteria established imernal
Control - Integrated Framework (1992) issued by the Committee of Sponsoring Organizatidriee Treadway Commission, commonly
referred to as “COSQO”. The COSO framework is bagsah five integrated components of control: contmotironment, risk assessment,
control activities, information and communicatia@red ongoing monitoring.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjasct to the risk that controls may become inadtghacause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrfdisded that Power’s internal control over finahceporting is effective and provides
reasonable assurance regarding the reliabilityoafeé?’s financial reporting and the preparationtsffinancial statements as of December 31,
2013 in accordance with generally accepted accogimiinciples. Further, management has not ideudtiéiny material weaknesses in internal
control over financial reporting as of December 3113 .

/sl RALPH | zz0O
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 26, 2014
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—PSE&G

Management of Public Service Electric and Gas CaynRSE&G) is responsible for establishing and taéiing effective internal control
over financial reporting and for the assessmett®kffectiveness of internal control over finahegpoorting. As defined by the SEC in Rules
13a-15(f) and 15d-15(f) under the Securities Exgleafsct of 1934, internal control over financial ogfing is a process designed by, or under
the supervision of, the company’s principal exeaiind principal financial officers, or personsfpening similar functions, and
implemented by the company’s management and otlreppnel, with oversight by the Audit Committedtw Board of Directors of its
parent, Public Service Enterprise Group Incorpakati® provide reasonable assurance regarding kliabitiy of financial reporting and the
preparation of financial statements for externappses in accordance with accounting principleegaly accepted in the United States of
America (generally accepted accounting principles).

PSE&G's internal control over financial reportingiudes those policies and procedures that (1aipeid the maintenance of records that, in
reasonable detail, accurately and fairly refleettiansactions and dispositions of PSE&G’s aséBtqrovide reasonable assurance that
transactions are recorded as necessary to perepagation of financial statements in accordanch generally accepted accounting
principles, and that receipts and expendituresSE&G are being made only in accordance with autlatinons of PSE&G’s management and
directors; and (3) provide reasonable assuran@dig prevention or timely detection of unauthedacquisition, use or disposition of
PSE&G's assets that could have a material effe¢cherfinancial statements.

In connection with the preparation of PSE&G’s arrimmancial statements, management of PSE&G hasniakien an assessment, which
includes the design and operational effectiven&®S&&G'’s internal control over financial reportibgsed on criteria established imernal
Control - Integrated Framework (1992) issued by the Committee of Sponsoring Organizatidriee Treadway Commission, commonly
referred to as “COSQO”. The COSO framework is bagsah five integrated components of control: contmotironment, risk assessment,
control activities, information and communicatia@red ongoing monitoring.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjasct to the risk that controls may become inadtghacause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrt@sded that PSE&G's internal control over finaheeporting is effective and
provides reasonable assurance regarding the tadiadfiPSE&G’s financial reporting and the prep@wa of its financial statements as of
December 31, 2013 in accordance with generallymedeaccounting principles. Further, managemennbaglentified any material
weaknesses in internal control over financial répgras of December 31, 2013 .

/sl RALPH | zzO
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 26, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of
Public Service Enterprise Group Incorporated:

We have audited the internal control over finanglorting of Public Service Enterprise Group Iparated and subsidiaries (the
"Company") as of December 31, 2013 , based omrierigsstablished ihnternal Control - Integrated Framework (1992) issued by the
Committee of Sponsoring Organizations of the Tremd@ommission. The Company's management is redgerisi maintaining effective
internal control over financial reporting and ftg assessment of the effectiveness of internaraloover financial reporting, included in the
accompanying Management Report on Internal Co@u@r Financial Reporting - PSEG. Our responsibifityo express an opinion on the
Company's internal control over financial reportbagsed on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting OversightriBq&nited States). Those stande
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal corawar financial reporting, assessing the
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiiralecontrol based on the assessed risk, anc
performing such other procedures as we consideredssary in the circumstances. We believe thaawdit provides a reasonable basis for
our opinion.

A company's internal control over financial repagtis a process designed by, or under the supemvigi the company's principal executive
and principal financial officers, or persons penigrg similar functions, and effected by the compsulspard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting anlget preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles. A company's internaitom over financial reporting includes
those policies and procedures that (1) pertaihnéartaintenance of records that, in reasonablel dataurately and fairly reflect the
transactions and dispositions of the assets afah@pany; (2) provide reasonable assurance thatactions are recorded as necessary to
permit preparation of financial statements in adaace with generally accepted accounting princj@ad that receipts and expenditures of
the company are being made only in accordanceawithorizations of management and directors of timepany; and (3) provide reasonable
assurance regarding prevention or timely deteafamauthorized acquisition, use, or dispositionhaf company's assets that could have a
material effect on the financial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods atebject to the risk that the controls may
become inadequate because of changes in conditiotisat the degree of compliance with the polideprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over finl reporting as of December 31, 2013,
based on the criteria establishedriternal Control - Integrated Framework (1992) issued by the Committee of Sponsoring Organizatidns
the Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the consolidated
financial statements and consolidated financiakstant schedule listed in the Index at Item 15(B3&of and for the year ended
December 31, 2013 of the Company and our repoeddatbruary 26, 2014 expressed an unqualified @pioin those consolidated financial
statements and consolidated financial statememeidsdé.

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 26, 2014
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E

GOVERNANCE

Executive Officers
PSEG

Age as of Effective Date
December 31, First Elected to
Name 2013 Office Present Position
Chairman of the Board, President and
Ralph Izzo 56 Chief Executive Officer (PSEG) April 2007 to present
Chairman of the Board and Chief Executive Officer
(Power) April 2007 to present
Chairman of the Board and Chief Executive Officer
(PSE&G) April 2007 to present
Chairman of the Board and Chief Executive Officer
(Energy Holdings) April 2007 to present
Chairman of the Board, President and Chief Exeeutiv
Officer (Services) January 2010 to present
Chairman of the Board and Chief Executive Officer
(Services) April 2007 to January 2010
Executive Vice President and Chief Financial Office
Caroline Dorsa 54 (PSEG) April 2009 to present
Executive Vice President and Chief Financial Office
(Power) April 2009 to present
Executive Vice President and Chief Financial Office
(PSE&G) April 2009 to present
Chief Financial Officer (Energy Holdings) April 2009 to present
Executive Vice President and Chief Financial Office
(Services) April 2009 to present
Senior Vice President, Global Human Health Strategy
and Integration (Merck and Co., Inc.) January 2008 to April 2009
William Levis 57 President and Chief Operating Officer (Power) June 2007 to present
Ralph LaRossa 50 President and Chief Operating Officer (PSE&G) October 2006 to present
Chairman of the Board of PSEG Long Island LLC October 2013 to present
Derek M. DiRisio 49 Vice President and Controller (PSEG) January 2007 to present
Vice President and Controller (PSE&G) January 2007 to present
Vice President and Controller (Power) January 2007 to present
Vice President and Controller (Energy Holdings) January 2007 to present
Vice President and Controller (Services) January 2007 to present
J.A. Bouknight, Jr. 69 Executive Vice President and General Counsel (PSEG) January 2010 to present

Executive Vice President and General Counsel (Power

Executive Vice President and General Counsel
(PSE&G)

Executive Vice President and General Counsel
(Services)

Partner, Steptoe & Johnson LLP

Executive Vice President and General Counsel (Bdiso
International)
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Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.

Directors
PSEG

The information required by Item 10 of Form 10-Kiwiespect to (i) present directors of PSEG whmarainees for election as directors at
PSEG's 2014 Annual Meeting of Stockholders, anjdcGimpliance with Section 16(a) of the Securitiesttange Act of 1934, as amended, is
set forth under the headings ‘Election of Directarsd “Section 16(a) Beneficial Ownership Reportidgmpliance” in PSEG’s definitive
Proxy Statement for such Annual Meeting of Stocllrad, which definitive Proxy Statement is expettede filed with the U.S. Securities
and Exchange Commission (SEC) on or about Marcl2d04 and which information set forth under saiddieg is incorporated herein by
this reference thereto.

Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.

Code of Ethics

Our Standards of Integrity (Standards) is a codetluits applicable to us and our subsidiaries. Stamdards are an integral part of our
business conduct compliance program and embodgarumitment to conduct operations in accordance thighhighest legal and ethical
standards. The Standards apply to all of our dirscnd employees (including Power’s, PSE&G’s, Bypétoldings’ and Services’ respective
principal executive officer, principal financialfafer, principal accounting officer or Controllendpersons performing similar functions).
Each such person is responsible for understandgidgamplying with the Standards. The Standardpaséed on our website,
www.psed.com/info/investors/governance/document.jsfe will send you a copy on request.

The Standards establish a set of common expecsdiiomehavior to which each employee must adhredealings with investors, customers,
fellow employees, competitors, vendors, governnoéfitials, the media and all others who may asgediaeir words and actions with us. 1
Standards have been developed to provide reasoasdiieance that, in conducting our business, eraptolehave ethically and in accordz
with the law and do not take advantage of investagulators or customers through manipulationsataf confidential information or
misrepresentation of material facts.

We will post on our website, www.pseq.com/info/ist@rs/governance/document.jsp:

° Any amendment (other than one that is technicahiaidtrative or norsubstantive) that we adopt to our Standards

° Any grant by us of a waiver from the Standards #plies to any director, principal executive dficprincipal financial officer,
principal accounting officer or Controller, or pens performing similar functions, for us or ouredit subsidiaries noted above, and
that relates to any element enumerated by the SEC.

In 2013, we did not grant any waivers to the Statsla

ITEM 11. EXECUTIVE COMPENSATION
PSEG

The information required by Item 11 of Form 10-ks&t forth in PSEG’s definitive Proxy Statementtfoe 2014 Annual Meeting of
Stockholders which definitive Proxy Statement ipented to be filed with the U.S. Securities andHaxge Commission (SEC) on or about
March 10, 2014 and such information set forth ursdesh heading is incorporated herein by this refezehereto.

Section 16 Beneficial Ownership Reporting Compliare

During 2013, none of our directors or executivicefs was late in filing a Form 3, 4 or 5 in aatance with the requirements of Section 16
(a) of the Securities Exchange Act of 1934, as aleénwith regard to transactions involving our Coonnstock.

Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT AND RELATED STOCKHOLDERS MATTERS
PSEG

The information required by Item 12 of Form 10-Kitwiespect to directors, executive officers andaiebeneficial owners is set forth under
the heading “Security Ownership of Directors, Magragnt and Certain Beneficial Owners” in PSEG’srdtifie Proxy Statement for the
2014 Annual Meeting of Stockholders which defirativroxy Statement is expected to be filed withSE€ on or about March 10, 2014 and
such information set forth under such headingdsiiporated herein by this reference thereto.

For information relating to securities authorized issuance under equity compensation plans, see3t Market for Registrant's Common
Equity, Related Stockholder Matters and Issuer lfases of Equity Securities.

Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND
DIRECTOR INDEPENDENCE

PSEG

The information required by Item 13 of Form 10-ks&t forth under the heading “Transactions withalRel Persons” in PSEG's definitive
Proxy Statement for the 2014 Annual Meeting of Bthadders which definitive Proxy Statement is expddb be filed with the SEC on or
about March 10, 2014 and such information set forttier such heading is incorporated herein byréference thereto.

Power and PSE&G
Omitted pursuant to conditions set forth in Genérstruction | of Form 10K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 of Form 10-ks&t forth under the heading “Fees Billed to PSE®eéloitte & Touche LLP for 2013
and 2012 " in PSEG’s definitive Proxy Statementtf@ 2014 Annual Meeting of Stockholders which wiigifie Proxy Statement is expected
to be filed with the SEC on or about March 10, 2084ich information set forth under such headirigdsrporated herein by this reference
hereto.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(A) The following Financial Statements are filedeagart of this report:

a. Public Service Enterprise Group Incorporat€@bsasolidated Balance Sheets as of December 31,&1 2012 and the related
Consolidated Statements of Operations, Comprehehsoome, Cash Flows and Stockholders’ Equity lierthree years ended
December 31, 2013 on pages 69 through 74.

b. PSEG Power LLC’s Consolidated Balance Sheet$ Bscember 31, 2013 and 20412d the related Consolidated Statemen

Operations, Comprehensive Income, Cash Flows apdaliaation and Member’s Equity for the three yeanded
December 31, 2013 on pages 75 through 80.
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C.

Public Service Electric and Gas Company’s Chdated Balance Sheets as of December 31, 2012@t@ and the related
Consolidated Statements of Operations, Comprehemsoome, Cash Flows and Common Stockholders’ Edoitthe three
years endeDecember 31, 2013 on pages 81 through 86.

(B) The following documents are filed as a parthio$ report:

a.

PSEG's Financial Statement Sched:
Schedule Il—Valuation and Qualifying Accounts farca of the three years in the period ended Decethe2013 (page 184).

Power's Financial Statement Schedi
Schedule ll—Valuation and Qualifying Accounts farca of the three years in the period ended Decethe2013 (page 184).

PSE&G's Financial Statement Schedt
Schedule ll—Valuation and Qualifying Accounts farca of the three years in the period ended Decethe2013 (page 185).

Schedules other than those listed above are onfiiitdtie reason that they are not required or ateapplicable, or the required information is
shown in the consolidated financial statementsotesithereto.

(C) The following documents are filed as part a$ tteport:

LIST OF EXHIBITS:

a.
3a
3b

3c

3d

4a(1)

9
10a(1)
10a(2)
10a(3)
10a(4)
10a(5)
10a(6)
10a(7)
10a(8)
10a(9)
10a(10)
10a(11)
10a(12)
10a(13)
10a(14)
10a(15)
10a(16)

PSEG:
Certificate of Incorporation Public Service EntésprGroup Incorporated!
By-Laws of Public Service Enterprise Group Incogied effective November 17, 2069

Certificate of Amendment of Certificate of Incorption of Public Service Enterprise Group Incorpedaeffective April
23,1987

Certificate of Amendment of Certificate of Incorption of Public Service Enterprise Group Incorpedaieffective April
20, 20079

Indenture between Public Service Enterprise Grogprporated and First Union National Bank (U.S. IBBlational
Association, successor), as Trustee, dated Jadya898 providing for Deferrable Interest SubortiaDebentures in
Series (relating to Quarterly Preferred Securifiés)

Inapplicable

Supplemental Executive Retirement Income Plangtffe as of May 31, 2019

Retirement Income Reinstatement Plan for Non-Remtes Employees as amended May 31, 2011
Employment Agreement with William Levis dated Ded®mmn8, 2006°

Amended and Restated 2007 Equity Compensationfela@dutside Directors, effective July 19, 2091
Deferred Compensation Plan for Directors, amendgdlB, 201119

Deferred Compensation Plan for Certain Employeesnaled November 1, 20£¢

1989 Long-Term Incentive Plan, as amend@d

2001 Long-Term Incentive Pldiy

Senior Management Incentive Compensation Ptan

Amended and Restated Key Executive Severance &ieended effective December 17, 26%2
Severance Agreement with Ralph 1zzo dated Decehe2008*°

Employment Agreement with Randall Mehrberg datetkJe0, 2008

Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669
Stock Plan for Outside Directors, as amenééd

Compensation Plan for Outside Direct8fs

2004 Long-Term Incentive Plan, amended and restetexd April 16, 201%%
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LIST OF EXHIBITS:

10a(17)
10a(18)
10a(19)
10a(20)
10a(21)
10a(22)
10a(23)
10a(24)
10a(25)
11

12

13

16

18

21

22

23

24

31

3la

32

32a
101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF
b.

3a

3b

3c

3d

3e

3f

39

4a

4b

10a(1)
10a(2)
10a(3)
10a(4)
10a(5)

Form of Advancement of Expenses Agreement with idetBirectors®)

Equity Deferral Plan, effective November 1, 20Irheaded December 9, 2043

Employment Agreement with J.A. Bouknight dated Asige6, 2009

Amendment to Employment Agreement with Randall Nbvelng, dated May 3, 201%

Amendment to Employment Agreement with Carolinedagdated July 12, 2019

Amendment to Employment Agreement with Randall Nbelng, dated June 8, 20%3

Amendment to Employment Agreement with William Lewilated September 19, 2011

Amendment to Employment Agreement with J.A. Bouknigated November 20, 202
Amendment to Employment Agreement Witk Bouknight dated February 18, 20%4
Inapplicable

Computation of Ratios of Earnings to Fixed Charges

Inapplicable

Inapplicable

Inapplicable

Subsidiaries of the Registrant

Inapplicable

Consent of Independent Registered Public Accourking

Inapplicable

Certification by Ralph 1zzo, pursuant to Rules 13aand 15d-14 of the Securities Exchange Act o#1(%334 Act)

Certification by Caroline Dorsa, pursuant to Rul8a-14 and 15d-14 of the 1934 Act

Certification by Ralph 1zzo, pursuant to Sectio®Q®f Chapter 63 of Title 18 of the U.S. Code

Certification by Caroline Dorsa, pursuant to Settl@50 of Chapter 63 of Title 18 of the U.S. Code

XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Power:

Certificate of Formation of PSEG Power LI%2

PSEG Power LLC Limited Liability Company Agreemé&git

Trust Agreement for PSEG Power Capital Trug? |

Trust Agreement for PSEG Power Capital Trus®|

Trust Agreement for PSEG Power Capital Trusffll

Trust Agreement for PSEG Power Capital TrusfV

Trust Agreement for PSEG Power Capital Trustv

Indenture dated April 16, 2001 between and amortg@Bower, PSEG Fossil, PSEG Nuclear, PSEG EnergguRees &
Trade and The Bank of New York Mellon and form abSidiary Guaranty included theréifi

First Supplemental Indenture, supplemental to EkHKib, dated as of March 13, 2002

Supplemental Executive Retirement Income Plangtffe as of May 31, 2019

Retirement Income Reinstatement Plan for Non-Reptes Employees, as amended May 31, 2011
Employment Agreement with William Levis dated Ded®mmn8, 2006

Deferred Compensation Plan for Certain Employeesraled November 1, 20£9

1989 Long-Term Incentive Plan, as amend&d
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LIST OF EXHIBITS:

10a(6) 2001 Long-Term Incentive Pl
10a(7) Senior Management Incentive Compensation Ptan
10a(8) Amended and Restated Key Executive Severance &ieended effective December 17, 20%2
10a(9) Severance Agreement with Ralph 1zzo dated Decehe2008*
10a(10) Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669
10a(11) 2004 Long-Term Incentive Plan, amended and resttex April 16, 20159
10a(12) Equity Deferral Plan, effective November 1, 20Irheaded December 9, 2043
10a(13) Employment Agreement with J.A. Bouknight dated Asige6, 2009
10a(14) Amendment to Employment Agreement with Carolinedagdated July 12, 201%
10a(15) Amendment to Employment Agreement with William Lewilated September 19, 2011
10a(16) Amendment to Employment Agreement with J.A. Bouknigated November 20, 202
10a(17) Amendment to Employment Agreement Jith Bouknight dated February 18, 20%4
11 Inapplicable
12a Computation of Ratio of Earnings to Fixed Charges
13 Inapplicable
16 Inapplicable
18 Inapplicable
19 Inapplicable
23a Consent of Independent Registered Public Accouriing
24 Inapplicable
31b Certification by Ralph 1zzo, pursuant to Rules 13aand 15d-14 of the 1934 Act
3ic Certification by Caroline Dorsa, pursuant to Rul8a-14 and 15d-14 of the 1934 Act
32b Certification by Ralph 1zzo, pursuant to Sectio®Q®f Chapter 63 of Title 18 of the U.S. Code
32¢ Certification by Caroline Dorsa, pursuant to Settl@50 of Chapter 63 of Title 18 of the U.S. Code
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Calculation Linkbase
101.LAB XBRL Taxonomy Extension Labels Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase
101.DEF XBRL Taxonomy Extension Definition Document
C. PSE&G
3a(1) Restated Certificate of Incorporation of PSE&%
Certificate of Amendment of Certificate of Restatettificate of Incorporation of PSE&G filed Febryd 8, 1987 with the
3a(2) State of New Jersey adopting limitations of liaiifprovisions in accordance with an amendment tow Nersey Business

Corporation Act®?
Certificate of Amendment of Restated Certificaténmforporation of PSE&G filed June 17, 1992 witk SBtate of New

3a(3) Jersey, establishing the 7.44% Cumulative Prefetedk ($100 Par) as a series of Preferred Stéck

3a(4) Certificate of Amendment of Restated Certificaténmiorporation of PSE&G filed March 11, 1993 wittetState of New
Jersey, establishing the 5.97% Cumulative PrefeStedk ($100 Par) as a series of Preferred Stck
Certificate of Amendment of Restated Certificaténmforporation of PSE&G filed January 27, 1994 vilib State of New

3a(b) Jersey, establishing the 6.92% Cumulative Prefe8tedk ($100 Par) and the 6.75% Cumulative Predesteck ($25 Par)
as a series of Preferred Sté€k

3b(1) By-Laws of PSE&G as in effect April 17, 2069
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LIST OF EXHIBITS:

Indenture between PSE&G and Fidelity Union TrusinPany (now, Wachovia Bank, National Associatios);Taustee,
4a(1) dated August 1, 192, securing First and Refunding Mortgage Bond angpfmental Indentures between PSE&G and
U.S. Bank National Association, successor, as €aystupplemental to Exhibit 4a(1), dated as follows

4a(2) June 1, 19379

4a(3) July 1, 19379

4a(4) March 1, 1942

4a(5) June 1, 1991 (No. 1

4a(6) July 1, 1993

4a(7) January 1, 1996 (No. ¥p

4a(8) December 1, 2003 (No. &y

4a(9) December 1, 2003 (No. 29

4a(10) December 1, 2003 (No. 8y

4a(11) December 1, 2003 (No. 4y

4a(12) August 1, 2004 (No. 19®

4a(13) August 1, 2004 (No. 25

4a(14) August 1, 2004 (No. 3)°

4a(15) August 1, 2004 (No. 4y

4a(16) April 1, 200762

4a(17) November 1, 2008%

4a(18) October 1, 2016%

4a(19) May 1, 2019"

4a(20) June 1, 201®

4a(21) May 1, 2018%

ab Indenture of Trust between PSE&G and Chase MamhB@&ak (National Association) (The Bank of New Yd/ellon,
successor), as Trustee, providing for Secured medierm Notes dated July 1, 1963

e Indenture dateq as of December 1, 2000 betweericPFbmiviqe_ Electric an_d Gas Company and First UiNational Bank
(U.S. Bank National Association, successor), astBey providing for Senior Debt Securities

10a(1) Supplemental Executive Retirement Income Plangtffe as of May 31, 2019

10a(2) Retirement Income Reinstatement Plan for Non-Remtes Employees as amended May 31, 2011

10a(3) Amended and Restated 2007 Equity Compensationf@ladutside Directors, effective July 19, 2091

10a(4) Deferred Compensation Plan for Directors, amendgd1B, 20119

10a(5) Deferred Compensation Plan for Certain Employeesraled November 1, 20£9

10a(6) 1989 Long-Term Incentive Plan, as amend&d

10a(7) 2001 Long-Term Incentive Pl

10a(8) Senior Management Incentive Compensation Ptan

10a(9) Amended and Restated Key Executive Severance &ieended effective December 17, 262

10a(10) Severance Agreement with Ralph 1zzo dated Decehe2008*®

10a(11) Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669

10a(12) Stock Plan for Outside Directors, as amenééd

10a(13) Compensation Plan for Outside Directé?s

10a(14) 2004 Long-Term Incentive Plan, amended and restetexd April 16, 201%%

10a(15) Form of Advancement of Expenses Agreement with i@etBirectors®

10a(16) Equity Deferral Plan, effective November 1, 20Irheaded December 9, 2043

10a(17) Employment Agreement with J.A. Bouknight dated Asige6, 2009

10a(18) Amendment to Employment Agreement with Carolinedagdated July 12, 2019
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LIST OF EXHIBITS:

10a(19) Amendment to Employment Agreement with J.A. Bouknigated November 20, 202
10a(20) Amendment to Employment Agreement Jith Bouknight dated February 18, 20%4
11 Inapplicable
12b Computation of Ratios of Earnings to Fidthrges
12¢c Computation of Ratios of Earnings to Fixdthrges Plus Preferred Stock Dividend Requirements
13 Inapplicable
16 Inapplicable
18 Inapplicable
19 Inapplicable
23b Consent of Independent Registered Publaoiwating Firm
24 Inapplicable
31d Certification by Ralph 1zzo, pursuant tdd®ul3a-14 and 15d-14 of the 1934 Act
3le Certification by Caroline Dorsa, pursuanRules 13a-14 and 15d-14 of the 1934 Act
32d Certification by Ralph 1zzo, pursuant tet8m 1350 of Chapter 63 of Title 18 of the U.S.d€o
32e Certification by Caroline Dorsa, pursuangéection 1350 of Chapter 63 of Title 18 of the \C8de
101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Calculation Linkbase
101.LAB XBRL Taxonomy Extension Labels Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbase
101.DEF XBRL Taxonomy Extension Definition Document
(1) Filed as Exhibit 3.1a with Quarterly Reportleorm 10-Q for the quarter ended March 31, 200/, IRo. 001-09120 on May 4, 2007
and incorporated herein by this reference.
(2) Filed as Exhibit 3.1 with Current Report orrfadB-K, File No. 001-09120 on November 18, 2009 amdrporated herein by this
reference.
(3) Filed as Exhibit 3.1b with Quarterly Reportorm 10-Q for the quarter ended March 31, 200, Ro. 001-09120 on May 4, 2007
and incorporated herein by this reference.
(4) Filed as Exhibit 3.1c with Quarterly Reportieorm 10-Q for the quarter ended March 31, 200/, IRo. 001-09120 on May 4, 2007
and incorporated herein by this reference.
(5) Filed as Exhibit 4(f) with Quarterly Report &orm 10-Q for the quarter ended March 31, 199@, Ro. 001-09120 on May 13, 1998
and incorporated herein by this reference.
(6) Filed as Exhibit 10.1 with Quarterly Reportiorm 10-Q for the quarter ended September 30, ,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.
(7)  Filed as Exhibit 10.2 with Quarterly Reportorm 10-Q for the quarter ended September 30, ,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.
(8) Filed as Exhibit 10a(4) with Annual Reportleorm 10-K for the year ended December 31, 200€, Rds. 001-09120 on February 28,
2008 and 000-49614, and incorporated herein byeete.
(9) Filed as Exhibit 10.5 with Quarterly Reportlorm 10-Q for the quarter ended September 20, ,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.
(10) Filed as Exhibit 10.6 with Quarterly Repontleorm 10-Q for the quarter ended September 30, Z6le No. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.
(11) Filed as Exhibit 10 with Quarterly ReportlBorm 10-Q for the quarter ended September 30, ZallNo. 001-09120 on November 1,
2011 and incorporated herein by this reference.
(12) Filed as Exhibit 10 with Quarterly Reporti®orm 10-Q for the quarter ended September 30, ZBG2No. 00169120, on November
2002 and incorporated herein by this reference.
(13) Filed as Exhibit 10a(7) with Annual Reportleorm 10-K for the year ended December 31, 2006,N@. 001-09120, on March 6,
2001 and incorporated herein by this reference.
(14) Filed as Exhibit 10a(11) with Annual Repontlorm 10-K for the year ended December 31, 2008 No. 00109120, on February 2

2009 and incorporated herein by this reference.
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(15)
(16)

(17)
(18)

(19)
(20)
(21)
(22)
(23)
(24)
(25)
(26)
(27)
(28)
(29)
(30)
(31)
(32)
(33)
(34)
(35)
(36)
(37)
(38)
(39)
(40)
(41)
(42)
(43)
(44)
(45)

(46)

Filed as Exhibit 99 with Current Report orrfRd8-K, File Nos. 001-09120, 000-49614 and 001-@087 December 22, 2008 and
incorporated herein by this reference.

Filed as Exhibit 10a(14) with Annual Repomteorm 10-K, for the year ended December 31, 2808 ,No. 00109120 on February 2
2010 and incorporated herein by reference.

Filed as Exhibit 10 with Quarterly Reportieorm 10-Q, File No. 0000973 on May 6, 2009 and incorporated herein byregfce

Filed as Exhibit 10a(17) with Annual Repomtfeorm 10-K for the year ended December 31, 200& No. 00109120, on February 2
2003 and incorporated herein by this reference.

Filed as Exhibit 10a(20) with Annual Repomteorm 10-K for the year ended December 31, 200& No. 00109120, on February 2
2003 and incorporated herein by this reference.

Filed as Exhibit 10 with Quarterly Reportieorm 10-Q for the quarter ended March 31, 201& Rib. 001-09120 on April 30, 2013
and incorporated herein by reference.

Filed as Exhibit 10.1 with Current Reportfeorm 8-K, File No. 001-09120 on February 19, 2008 encorporated herein by this
reference.

Filed as Exhibit 3.1 to Registration Statet@mForm S-4, No. 333-69228 filed on September2001 and incorporated herein by this
reference.

Filed as Exhibit 3.2 to Registration Statet@mForm S-4, No. 333-69228 filed on September2001 and incorporated herein by this
reference.

Filed as Exhibit 3.6 to Registration Statetm@mForm S-3, No. 333-105704 filed on May 30, 2@08 incorporated herein by this
reference.

Filed as Exhibit 3.7 to Registration StatehrmnForm S-3, No. 333-105704 filed on May 30, 2@08 incorporated herein by this
reference.

Filed as Exhibit 3.8 to Registration StatehrmnForm S-3, No. 333-105704 filed on May 30, 2@08 incorporated herein by this
reference.

Filed as Exhibit 3.9 to Registration StatehrmnForm S-3, No. 333-105704 filed on May 30, 2@08 incorporated herein by this
reference.

Filed as Exhibit 3.10 to Registration Statabhwn Form S-3, No. 333-105704 filed on May 30,2@0d incorporated herein by this
reference.

Filed as Exhibit 4.1 to Registration StatehrmnForm S-4, No. 333-69228 filed on September2001 and incorporated herein by this
reference.

Filed as Exhibit 4.7 with Quarterly Reportorm 10-Q for the quarter ended March 31, 2002, IFo. 000-49614, on May 15, 2002
and incorporated herein by this reference.

Filed as Exhibit 3(a) with Quarterly RepontBorm 10-Q for the quarter ended June 30, 1986 N&. 001-00973, on August 28, 1986
and incorporated herein by this reference.

Filed as Exhibit 3a(2) with Annual Reportieorm 10-K for the year ended December 31, 198@, Rd. 001-00973, on March 28,
1988 and incorporated herein by this reference.

Filed as Exhibit 3a(3) on Form 8-A, File Ni21-00973, on February 4, 1994 and incorporated hénethis referenc

Filed as Exhibit 3a(4) on Form 8-A, File Ni21-00973, on February 4, 1994 and incorporated hénethis referenc

Filed as Exhibit 3a(5) on Form 8-A, File Ni21-00973, on February 4, 1994 and incorporated hénethis referenc

Filed as Exhibit 3.3 with Quarterly Reportorm 10-Q for the quarter ended March 31, 200, Ro. 00100973 on May 4, 2007 al
incorporated herein by this reference.

Filed as Exhibit 4b(1) with Annual ReportBarm 10-K for the year ended December 31, 198@, Wd. 001-00973 on February 18,
1981 and incorporated herein by this reference.

Filed as Exhibit 4b(3) with Annual ReportBarm 10-K for the year ended December 31, 198@, Wd. 001-00973 on February 18,
1981 and incorporated herein by this reference.

Filed as Exhibit 4b(4) with Annual ReportBarm 10-K for the year ended December 31, 198@, Wd. 001-00973 on February 18,
1981 and incorporated herein by this reference.

Filed as Exhibit 4b(6) with Annual ReportBarm 10-K for the year ended December 31, 198@, Wd. 001-00973 on February 18,
1981 and incorporated herein by this reference.

Filed as Exhibit 4 on Form 8-A, File No. 000973 on June 1, 1991 and incorporated hereinibyéference

Filed as Exhibit 4(i) on Form 8-A, File NoOD00973 on December 1, 1993 and incorporated hexeihid referenci

Filed as Exhibit 4a(2) on Form 8-A, File Ni21-00973 on January 26, 1996 and incorporated heyethib referenc

Filed as Exhibit 4a(99) with Annual Reportfeorm 10-K for the year ended December 31, 2008,N. 001-00973 on February 25,
2004 and incorporated herein by this reference.

Filed as Exhibit 4a(100) with Annual Repontfeorm 10-K for the year ended December 31, 2008 No. 001-00973 on February 25,
2004 and incorporated herein by this reference.

Filed as Exhibit 4a(101) with Annual Repontfeorm 10-K for the year ended December 31, 2008 No. 001-00973 on February 25,
2004 and incorporated herein by this reference.
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(47)
(48)
(49)
(50)
(51)
(52)
(53)
(54)
(55)
(56)
(57)
(58)
(59)
(60)
(61)
(62)
(63)
(64)
(65)
(66)

(67)
(68)

(69)

Filed as Exhibit 4a(102) with Annual Repomntfeorm 10-K for the year ended December 31, 2008 No. 001-00973 on February 25,
2004 and incorporated herein by this reference.

Filed as Exhibit 4a(25) with Annual Reportleorm 10-K for the year ended December 31, 2004,Nd. 00100973 on March 1, 20(C
and incorporated herein by this reference.

Filed as Exhibit 4a(26) with Annual Reportleorm 10-K for the year ended December 31, 2004,Nd. 00100973 on March 1, 20(C
and incorporated herein by this reference.

Filed as Exhibit 4a(27) with Annual Reportleorm 10-K for the year ended December 31, 2004,Nd. 00100973 on March 1, 20C
and incorporated herein by this reference.

Filed as Exhibit 4a(28) with Annual Reportleorm 10-K for the year ended December 31, 2004,Nd. 00100973 on March 1, 20C
and incorporated herein by this reference.

Filed as Exhibit 4a(28) with Annual Reportfeorm 10-K for the year ended December 31, 200&,Nd. 001-00973, on February 28,
2008 and incorporated herein by this reference.

Filed as Exhibit 4a(29) with Annual Reportfeorm 10-K, for the year ended December 31, 2008,No. 001-00973 on February 25,
2010 and incorporated herein by reference.

Filed as Exhibit 4 with Quarterly Report oorfa 10-Q for the quarter ended September 30, Z0il®No. 001-00973 on October 29,
2010 and incorporated herein by reference.

Filed as Exhibit 4 with Current Report on id8-K, File No. 001-00973 on December 1, 1993 awedriporated herein by this
reference.

Filed as Exhibit 4.6 to Registration Statet@mForm S-3, No. 333-76020 filed on December2D1 and incorporated herein by this
reference.

Filed as Exhibit 4a(32) with Annual Reportleorm 10-K for the year ended December 31, 2018,Nd. 001-00973 on February 25,
2013.

Filed as Exhibit 4a(33) with Annual Reportleorm 10-K for the year ended December 31, 2018,Nd. 001-00973 on February 25,
2013.

Filed as Exhibit 4 with Quarterly Report oorfa 10-Q for the quarter ended June 30, 2013,N6le00100973 on July 30, 201

Filed as Exhibit 10.2 with Current Reportfeorm 8-K, File No. 00160973 on February 19, 2009 and incorporated héneneference
Filed as Exhibit 10.2 with Quarterly RepontiBorm 10-Q for the quarter ended March 31, 201l&,No. 001-09120 on May 5, 2011
and incorporated herein by this reference.

Filed as Exhibit 10.1 with Quarterly RepontiBorm 10-Q for the quarter ended June 30, 2014 N6. 001-09120 on August 3, 2011
and incorporated herein by this reference.

Filed as Exhibit 10.2 with Quarterly RepontBorm 10-Q for the quarter ended June 30, 2014 Né. 001-09120 on August 3, 2011
and incorporated herein by this reference.

Filed as Exhibit 10a(7) with Annual Reportfeorm 10-K for the year ended December 31, 201&,Nd. 001-09120 on February 27,
2012.

Filed as Exhibit 10a(19) with Annual Repontfeorm 10-K for the year ended December 31, 2014 No. 001-09120 on February 27,
2012.

Filed as Exhibit 10a(20) with Annual Repontfeorm 10-K for the year ended December 31, 2014 No. 001-09120 on February 27,
2012.

Filed as Exhibit 10 with Current Report orriad8-K, File No. 00109120 on November 26, 2012 and incorporated héxeneference
Filed as Exhibit 10a(11) with Annual Repomntfeorm 10-K for the year ended December 31, 201 No. 001-09120 on February 25,
2013.

Filed as Exhibit 10 with Current Report onriRd8-K, File No. 00169120 on February 21, 2014 and incorporated héneneference
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED

Schedule [l—Valuation and Qualifying Accounts YearsEnded December 31, 2013 — December 31, 2011

Column A Column B Column C Column D
Additions
Charged to
Balance at Charged to other
Beginning of cost and accounts- Deductions-
Description Period expenses describe describe
Millions
2013
Allowance for Doubtful Accounts $ 56 $ 9€ 3 — 3 90
Materials and Supplies Valuation
Reserve 22 2 — 16
2012
Allowance for Doubtful Accounts $ 56 $ % $ — 8 96
Materials and Supplies Valuation
Reserve 3 21 — 2
2011
Allowance for Doubtful Accounts $ 68 $ 10z $ — 3 114
Materials and Supplies Valuation
Reserve 4 2 — 3

(A)
(B)
(A)
(B)
(A)
(B)

Column E

Balance at
End of
Period

22

(A) Accounts Receivable written c
(B) Reduced reserve to appropriate level and to rerabselete inventor
PSEG POWER LLC
Schedule [I—Valuation and Qualifying Accounts YearsEnded December 31, 2013 — December 31, 2011
Column C
Column A Column B Additions Column D Column E
Charged to
Balance at Charged to other Balance at
Beginning cost and accounts- Deductions- End of
Description of Period expenses describe describe Period
Millions
2013
Materials and Supplies
Valuation Reserve $ 22 2 3 — 3 16 (A) $ 8
2012
Materials and Supplies
Valuation Reserve $ 3 21 % — 3 2 A % 22
2011
Materials and Supplies
Valuation Reserve $ 4 2 % — 3 3 A % 3
(A) Reduced reserve to appropriate level and to rerobselete inventor
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY

Schedule [I—Valuation and Qualifying Accounts YearsEnded December 31, 2013 — December 31, 2011

Column C
Column A Column B Additions Column D Column E
Charged to
Balance at Charged to other Balance at
Beginning cost and accounts- Deductions- End of
Description of Period expenses describe describe Period
2013 Millions
Allowance for Doubtful
Accounts 56 $ 90 $ — 3 90 (A 56
2012
Allowance for Doubtful
Accounts 56 $ 9% $ — % 9% (A 56
2011
Allowance for Doubtful
Accounts 67 9 10z $ — 113 (A 56

(A)

Accounts Receivable written ¢
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GLOSSARY OF TERMS

When the following terms and abbreviations appedhe text of this report, they have the meaninggated below:

Term Phrase/Description

ASC

Accounting Standards Codification
FASB's official source of authoritative, nangernmental U.S. GAAP

Base load

Minimum amount of electric power delivered or reqdiover a given period of time at a constant this,is
the level of demand that is seen as a minimum dwi@4-hour day

BGS

Basic Generation Service
PSE&G is required to provide BGS for all customarblew Jersey who are not supplied by a TPS.

BGS-Fixed Price

Basic Generation Service-Fixed Price

Seasonally adjusted fixed prices charged for aetlgear term for electric supply service to smahelustrial
and commercial customers and residential customleosare not supplied by a TPS

BGSS Basic Gas Supply Service
Mechanism approved by the BPU for NJ utilitiese¢oaver all commodity costs related to supplyingtgas
residential customers

BPU New Jersey Board of Public Utilities
Agency responsible for regulating public utilitidsing business in New Jersey

Capacity Amount of electricity that can be produced by acefzegenerating facility

CAA Clean Air Act

Combined Cycle

A method of generation whereby electricity and pgscsteam are produced from otherwise lost waste he
exiting from one or more combustion turbines. Thiéirey heat is routed to a conventional boiler@atheat
recovery steam generator for use by a steam tumbitie production of electricity

Condition when the available capacity of a transiois line is being closely approached (or exceetigdhe

Congestion electric power trying to go through it; at suchdmnalternative power line pathways (or local getoes near
the load) must be used instead
e The delivery of electricity to the retail customselome, business or industrial facility through hesitage
Distribution L
distribution lines
EDC Electric Distribution Company

A company that owns the power lines and equipmeoéssary to deliver purchased electricity to thieeser

Energy Holdings

PSEG Energy Holdings L.L.C.

EPA

U.S. Environmental Protection Agency

FASB Financial Accounting Standards Board
A private, not-for-profit organization whose primggurpose, as designated by the SEC, is to develop
accounting standards for public companies in ti& U.

FERC U.S. Federal Energy Regulatory Commission

Forward contracts

A customized, non-exchange traded contract in wttielbuyer is obligated to deliver a specified antai a
commodity with a predetermined price formula ompecified future date, at which time payment is aufull

GAAP Generally Accepted Accounting Principles
Standard framework of guidelines issued by the FA@Binancial accounting used in the U.S.
GHG Greenhouse gas emissions (including carbon diorid¢hane, nitrous oxide, ozone, and chlorofluoioca)y

that trap the heat of the sun in the earth’s atmewss increasing the mean global surface temperafihe
earth
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Term Phrase/Description
Hedain Entering into a contract or transaction designetluce exposure to various risks, such as changearket
ging prices

Hope Creek Hope Creek Nuclear Generating Station

ISO Independent System Operator
An independent, regulated entity established toagara regional electric transmission system inra no
discriminatory manner and to help ensure the safietireliability of the bulk of the power system

ITC Investment Tax Credit

A credit against income taxes, usually computed psrcent of the cost of investment in certain sypleassets

Lifeline Program

A New Jersey social program for utility assistatie offers $225 per year to persons who meetligibidity
requirements

Load Amount of electric power delivered or required my apecific point or points on a system. The rezpent
originates at the energy-consuming equipment ofgoers.

MBR Market Based Rates
Electric service prices determined in an open ntaystem of supply and demand under which the psiset
solely by agreement as to what a buyer will pay asdller will accept

MGP Manufactured Gas Plant

NDT Nuclear Decommissioning Trust

ISO-NE New England Power Pool
An ISO comprised of an alliance of approximately 1ility companies who manage and direct all major
energy production and transmission in the New Brj&tates

NJDEP New Jersey Department of Environmental Protection

NRC U.S. Nuclear Regulatory Commission

NUG Non-Ultility Generation
Power produced by independent power producers, gixehmlesale generators and other companies that h
been exempted from traditional utility regulation

OPEB Other Postretirement Benefits
Benefits other than pensions payable to former eyags

Outage The period during which a generating unit, transinis line, or other facility is out of service dizescheduled

(planned) or unscheduled maintenance

Peach Bottom

Peach Bottom Atomic Power Station

PIM

PJM Interconnection, L.L.C.

A regional transmission organization that coordisahe movement of wholesale electricity in alparts of 13
northeastern states and the District of Columbia

Power

PSEG Power LLC

Power Pool

An association of two or more interconnected eleslystems having an agreement to coordinate dpasaanc

planning for improved reliability and efficiencies
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Term Phrase/Description

PRP Potentially Responsible Parties

PSE&G Public Service Electric and Gas Company
PSEG Public Service Enterprise Group Incorporated

Renewable Energy

Energy derived from resources that are regeneratitieat cannot be depleted (i.e. moving water (bytidal
and wave power), thermal gradients in ocean whiemass, geothermal energy, solar energy, and eriedgy

Regulatory Asset

Costs deferred by a regulated utility company icoadance with Accounting Standard Codification To@80:
Regulated operations (ASC 980)

Regulatory Liability

Costs recognized by a regulated utility compangdoordance with ASC 980

RGGI

Regional Greenhouse Gas Initiative

The first mandatory, market-based effort in theSUto reduce greenhouse gas emissions; statesalill
emission allowances through auctions and investgads in consumer benefits: energy efficiency, waiée
energy, and other clean energy technologies

RPM Reliability Pricing Model
A process for pricing generation capacity basedwarall system reliability requirements; using rmytar
forward auctions, participants could bid capaditytie form of generation, demand response, ornnasson to
meet reliability needs by location and/or an 1ISOkat

Salem Salem Nuclear Generating Station

SBC Societal Benefits Charge

SEC U.S. Securities and Exchange Commission

Services PSEG Services Corporation

Spill Act New Jersey Spill Compensation and Control Act

TPS Third Party Supplier

Transmission

The high-voltage wires and networks that move &kt through states and regions in large quastiti from
power plants where it is produced, to the distidruhetworks that deliver it to homes and busingsse
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SIGNATURES

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, thereduatyp authorized. The signature of the undersigredpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P UBLIC SERVICE E NTERPRISE G ROUP | NCORPORATED

By: /s/ RALPH | zzO
Ralph Izzo
Chairman of the Board, President and
Chief Executive Officer

Date: February 26, 2014

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated. The signatures of the undersignellilslhaleemed to relate only to matters
having reference to such company and any subsdiinereof.

Signature Title Date
/sl RALPH | zzo Chairman of the Board, President, Chief Executiticér and February 26, 2014
Ralph 1zzo Director (Principal Executive Officer)
/s/ CAROLINE D ORSA Executive Vice President and Chief Financial Office February 26, 201
Caroline Dorsa (Principal Financial Officer)
/s DEREK M. DIRIsIO Vice President and Controller February 26, 201
Derek M. DiRisio (Principal Accounting Officer)
/s/ ALBERT R. GAMPER, JR. Director February 26, 201

Albert R. Gamper, Jr.

/s WiLLIAM V. HICKEY Director February 26, 201
William V. Hickey

/s/ SHIRLEY A NN JACKSON Director February 26, 201
Shirley Ann Jackson

/s DAVID L ILLEY Director February 26, 201
David Lilley
/s/ THOMAS A. RENYI Director February 26, 201

Thomas A. Renyi

/sl HAK CHEOL SHIN Director February 26, 201
Hak Cheol Shin

/s/ RICHARD J. SWIFT Director February 26, 201



Richard J. Swift

/s/ SUSAN T OMASKY Director
Susan Tomasky

/s/ ALFRED W. Z OLLAR Director
Alfred W. Zollar
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SIGNATURES

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, thereduatyp authorized. The signature of the undersigredpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

PSEG PoweR LLC

By: /s/ WILLIAM L EVIS
William Levis
President and
Chief Operating Officer

Date: February 26, 2014

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated. The signatures of the undersignellilslhaleemed to relate only to matters
having reference to such company and any subsdiinereof.

Signature Title Date

/sl RALPH | zzO Chairman of the Board and Chief Executive Officed a February 26, 201
Ralph 1zzo Director (Principal Executive Officer)

/s/ CAROLINE D ORSA Executive Vice President and Chief Financial Offiaad February 26, 201
Caroline Dorsa Director (Principal Financial Officer)

/sl DEREK M. DI RIsIO Vice President and Controller February 26, 201
Derek M. DiRisio (Principal Accounting Officer)

/sl J.A. BOUKNIGHT, JR. Director February 26, 201

J.A. Bouknight, Jr.

/sI WILLIAM L EVIS Director February 26, 201
William Levis

/sl M ARGARET M. PEGO Director February 26, 201
Margaret M. Pego

190




Table of Contents

SIGNATURES

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, thereduatyp authorized. The signature of the undersigredpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P uBLIC SERVICE ELECTRIC AND G AS C OMPANY

By: /s/ RALPH L AR OSSA
Ralph LaRossa
President and Chief Operating Officer

Date: February 26, 2014

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated. The signatures of the undersignellilslhaleemed to relate only to matters
having reference to such company and any subsdiinereof.

Signature Title Date
/s/ RALPH | zzoO Chairman of the Board and Chief Executive Officed a February 26, 201
Ralph 1zzo Director (Principal Executive Officer)
/s/ CAROLINE D ORSA Executive Vice President and Chief Financial Office February 26, 201
Caroline Dorsa (Principal Financial Officer)
/s DEREK M. DIRIsIO Vice President and Controller February 26, 201
Derek M. DiRisio (Principal Accounting Officer)
/s/ ALBERT R. GAMPER, JR. Director February 26, 201

Albert R. Gamper Jr.

/s/ SHIRLEY A NN JACKSON Director February 26, 201
Shirley Ann Jackson

/s RICHARD J. SWIFT Director February 26, 201
Richard J. Swift
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EXHIBIT INDEX

The following documents are filed as a part of tiisort:

a. PSEG:
Exhibit 12:
Exhibit 21:
Exhibit 23:
Exhibit 31:
Exhibit 31a:
Exhibit 32:
Exhibit 32a:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:
b. Power:
Exhibit 12a:
Exhibit 23a:
Exhibit 31b:
Exhibit 31c:
Exhibit 32b:
Exhibit 32c:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:
c. PSE&G:
Exhibit 12b:
Exhibit 12c:
Exhibit 23b:

Computation of Ratios of Earnings to Fixed Charges

Subsidiaries of the Registrant

Consent of Independent Registered Public Accourking

Certification by Ralph 1zzo Pursuant to Rules 13aahd 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 Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Computation of Ratios of Earnings to Fixed Charges

Consent of Independent Registered Public Accourking

Certification by Ralph 1zzo Pursuant to Rules 13aahd 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 Secti@80 of Chapter 63 of Title 18 of the U.S. Code
XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Computation of Ratios of Earnings to Fixed Charges
Computation of Ratios of Earnings to Fixed Chargless Preferred Stock Dividend Requirements
Consent of Independent Registered Public Accouriing
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Exhibit 31d: Certification by Ralph 1zzo Pursuant to Rules 13aahd 15d-14 of the 1934 Act

Exhibit 31e: Certification by Caroline Dorsa Pursuant to Rulda-14 and 15d-14 of the 1934 Act

Exhibit 32d: Certification by Ralph 1zzo Pursuant to Section@85Chapter 63 of Title 18 of the U.S. Code
Exhibit 32e: Certification by Caroline Dorsa Pursuant to Secti@80 of Chapter 63 of Title 18 of the U.S. Code
Exhibit 101.INS: XBRL Instance Document

Exhibit 101.SCH: XBRL Taxonomy Extension Schema

Exhibit 101.CAL: XBRL Taxonomy Calculation Linkbase

Exhibit 101.LAB: XBRL Taxonomy Extension Labels Linkbase

Exhibit 101.PRE: XBRL Taxonomy Extension Presentation Linkbase

Exhibit 101.DEF: XBRL Taxonomy Extension Definition Document
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EXHIBIT 12

PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

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

Pre-tax Income from Continuing Operations

(Income) Loss from Equity Investees, net of Disitibns
Fixed Charges

Capitalized Interest

Preferred Securities Dividend Requirements dfs8liaries
Total Earnings

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

Interest Factor in Rentals

Preferred Securities Dividend Requirements of Slikses
Total Fixed Charges

Ratio of Earnings to Fixed Charges

Years Ended
December 31,

2013 2012 2011 2010 2009

(Millions, except ratios)

$ 2,058 $ 2,011 $ 2,38 $ 2,61 $ 2,63¢
(7 9 (4) 19 (25)

45¢ 47¢ 522 571 60C
(16) (19 (14) (67) (45)

— — — 2 (6)

$ 249 $ 248 $ 2,886 $ 3,09 $ 3,16(
$ 442 $ 465 $ 506 $ 558 $ 581
16 14 13 14 13

- — — 2 6

$ 456 $§ 47¢ $ 522 $ 571 $  60C

5.44 5.1¢ 5.5¢ 5.4% 5.27

(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 andlfke)actual amount of any preferred securities éérequirements 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.a

PSEG POWER LLC
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Years Ended
December 31,
2013 2012 2011 2010 2009
(Millions, except ratios)

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $ 1,060 $ 1,09¢ $ 1,70: $ 1,932 $ 1,96¢
(Income) Loss from Equity Investees, net of
Distributions (10) (6) (12 (8) (7)
Fixed Charges 142 164 20¢ 23¢ 221
Capitalized Interest 1 (6) (20 (63) (43
Total Earnings $ 1,197 $ 1,257 $ 1,88¢ $ 2,09¢ $ 2,14(
Fixed Charges as Defined in Regulation S-K (B)
Interest Expense $ 13¢ $ 161 $ 20t $ 23 $ 21¢
Interest Factor in Rentals 4 3 3 3 2
Total Fixed Charges $ 14z $ 164 $ 208 $ 23 $ 221
Ratio of Earnings to Fixed Charges 8.37 7.6% 9.0¢ 8.8- 9.6¢

(A) The term "earnings” shall be defined as prehtewome 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 déktalint, premium and expense and (c)
an estimate of interest implicit in rentals.



EXHIBIT 12.b

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

Years Ended
December 31,
2013 2012 2011 2010 2009
(Millions, except ratios)

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $ 992 $ 83t $ 861 $ 591 $ 551

Fixed Charges 31€ 314 31¢ 32t 317
Capitalized Interest (1€) (13) 4 2 (1)
Total Earnings $ 1,292 $ 1,13¢ $ 1,17¢ $ 914 $ 867
Fixed Charges as Defined in Regulation S-K

(B)

Interest Expense $ 30 $ 30¢ $ 314 $ 32 $ 31&
Interest Factor in Rentals 7 6 5 5 4
Total Fixed Charges $ 31€ $ 314 $ 31¢ $ 328 $ 317
Ratio of Earnings to Fixed Charges 4.0¢ 3.6z 3.6¢ 2.81 2,74

(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, whetkpensed or capitalized, (b) amortization of déktalint, premium and expense and (c)
an estimate of interest implicit in rentals.



EXHIBIT 12.c

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

Years Ended
December 31,
2013 2012 2011 2010 2009
(Millions, except ratios)

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $ 99z $ 83t $ 861 $ 591 $ 551
Fixed Charges 31€ 314 31¢ 327 32z
Capitalized Interest (16) (13 4) )] Q)
Preferred Securities Dividend Requirements — — — 2 (6)
Total Earnings $ 1,29 $ 1,13¢ $ 1,17¢ $ 914 $ 867
I(:i>;ed Charges as Defined in Regulation S-}
B
Interest Expense $ 30 $ 308 $ 314 $ 32 $ 31:
Interest Factor in Rentals 7 6 5 5 4
Preferred Securities Dividend — — — 1 4
Adjustments to state Preferred Securities
Dividends on a pre-income tax basis — — — 1 2
Total Fixed Charges $ 31€ $ 314 $ 31¢ $ 327 $ 32¢
Ratio of Earnings to Fixed Charges 4.0¢ 3.62 3.6¢ 2.8C 2.6¢

(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 intezagitalized during the period (b) the actual amafrany preferred securities
dividend requirements of majority owned subsid&(i€ preferred stock dividends which were inclugesduch fixed charges amot
but not deducted in the determination of pre-tapoime.

(B) Fixed Charges represent (a) interest, whetkpensed 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-txiegs requirement for PSE&G.



EXHIBIT 21

PUBLIC SERVICES ENTERPRISE GROUP INCORPORATED
SIGNIFICANT SUBSIDIARIES

State of

Name Ownership 9 Incorporation
Public Service Electric and Gas Company 10C New Jersey
PSEG Power LLC 10C Delaware
PSEG Fossil LLC 10C Delaware
PSEG Nuclear LLC 10C Delaware
PSEG Energy Resources & Trade LLC 10C Delaware

The remaining subsidiaries of Public Service EniegpGroup Incorporated are not significant asrafiin Regulation S-X.



Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statement Nos. 333-120100, 333-106338;4%581, 033-44582, 333-193126
and 333-193127 on Form S-8 and Registration StateMe. 333-178143 on Form S-3 of our reports d&elokuary 26, 2014, relating to the
consolidated financial statements and consolidfieghcial statement schedule of Public Service gmtee Group Incorporated and
subsidiaries (the “Company,and the effectiveness of the Company's internarobaver financial reporting, appearing in thisrual Repor
on Form 10-K of Public Service Enterprise Groupohporated for the year ended December 31, 2013.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 26, 2014



Exhibit 23a

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-175397 on For &F our report dated February 26, 2(
relating to the consolidated financial statement$ @onsolidated financial statement schedule of®8Bwer LLC and subsidiaries, appea
in this Annual Report on Form 10-K of PSEG PoweCLior the year ended December 31, 2013.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 26, 2014



Exhibit 23b

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRemion Statement No. 333-178133 on For® &-our report dated February
2014, relating to the consolidated financial staeta and consolidated financial statement schesfuRublic Service Electric ai

Gas Company and subsidiaries, appearing in thisuAnReport on Form 18-of Public Service Electric and Gas Company fa
year ended December 31, 2013.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 26, 2014



EXHIBIT 31

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 Annual Report on FormKLOf Public Service Enterprise Group Incorpora

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hxd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds 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 reportitigat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal catover 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 boardicéctors (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 aismmtifole in the
registrant’s internal control over financial repogt

February 26, 2014 /sl Ralph Izzo

Ralph Izzo
Public Service Enterprise Group Incorporated
Chief Executive Officer



EXHIBIT 31a

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 Annual Report on FormKLOf Public Service Enterprise Group Incorpora

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Ehd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbds 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 reportititat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal cahtover 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 auditorgldhe audit committee of the registrant’s boardicéctors (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

February 26, 2014 /sl Caroline Dorsa

Caroline Dorsa
Public Service Enterprise Group Incorporated
Chief Financial Officer



EXHIBIT 31b

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

I, Ralph 1zzo, certify that:

1.
2.

Date:

| have reviewed this Annual Report on FormkKL6f PSEG Power LLC

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Ehd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbds 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 reportititat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal cahtover 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 auditorgldhe audit committee of the registrant’s boardicéctors (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

February 26, 2014 /sl Ralph Izzo

Ralph Izzo
PSEG Power LLC
Chief Executive Officer



EXHIBIT 31c

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 Annual Report on FormkKL6f PSEG Power LLC

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Ehd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbds 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 reportititat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal cahtover 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 auditorgldhe audit committee of the registrant’s boardicéctors (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

February 26, 2014 /sl Caroline Dorsa

Caroline Dorsa
PSEG Power LLC
Chief Financial Officer



EXHIBIT 31d

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

I, Ralph Izzo, certify that:

1.
2.

Date:

I have reviewed this Annual Report on FormKLOf Public Service Electric and Gas Compi

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hxd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds 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 reportitigat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal catover 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 boardicéctors (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 aismmtifole in the
registrant’s internal control over financial repogt

February 26, 2014 /sl Ralph Izzo

Ralph Izzo
Public Service Electric and Gas Company
Chief Executive Officer



EXHIBIT 31e

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 Annual Report on FormKLOf Public Service Electric and Gas Compi

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 registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hxd 15d-15(e)) and internal control over finaheporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfa registrant and have:

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

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@gorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and
the preparation of financial statements for extiepnaposes in accordance with generally accepteduatting
principles;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbds 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 reportitigat occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal catover 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 boardicéctors (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 aismmtifole in the
registrant’s internal control over financial repogt

February 26, 2014 /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
Annual Report of Public Service Enterprise Grougohporated on Form 10-K for the year ended Decer@be2013 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 aindt{e information contained in the

Report fairly presents, in all material respedts, financial condition and results of operation®uoblic Service Enterprise Group
Incorporated.

/s/ Ralph Izzo
Ralph Izzo

Public Service Enterprise Group Incorporated
Chief Executive Officer
February 26, 2014




EXHIBIT 32a

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 Annual Report of Public Service Enterpi@mup Incorporated on Form 10-K for the year endedember 31, 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 Carolina Dorsa

Carolina Dorsa

Public Service Enterprise Group Incorporated
Chief Financial Officer

February 26, 2014




EXHIBIT 32b

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 Annual Report of PSEG
Power LLC on Form 10-K for the year ended Decen®ier2013 (the “Report™jully complies with the requirements of Sectiond)3¢r 15(d’

of the Securities Exchange Act of 1934 and (ii)itifermation contained in the Report fairly presemt 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
February 26, 2014




EXHIBIT 32¢c

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

I, Caroline Dorsa, Chief Financial Officer of PSIPGwer LLC, to the best of my knowledge, certifytttinthe Annual Report of PSEG
Power LLC on Form 10-K for the year ended Decen®ier2013 (the “Report™jully complies with the requirements of Sectiond)3¢r 15(d’

of the Securities Exchange Act of 1934 and (ii)itifermation contained in the Report fairly presemt all material respects, the financial
condition and results of operations of PSEG Powet.L

/sl Carolina Dorsa
Carolina Dorsa

PSEG Power LLC
Chief Financial Officer
February 26, 2014




EXHIBIT 32d

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
Annual Report of Public Service Electric and Gasnpany on Form 10-K for the year ended Decembe2@13 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 aidh{e information contained in the
Report fairly presents, in all material respedts, financial condition and results of operation®ublic Service Electric and Gas Company.

/s/ Ralph Izzo

Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer

February 26, 2014




EXHIBIT 32e

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
Annual Report of Public Service Electric and Gasnpany on Form 10-K for the year ended Decembe2@13 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 aidh{e information contained in the
Report fairly presents, in all material respedts, financial condition and results of operation®ublic Service Electric and Gas Company.

/sl Carolina Dorsa

Carolina Dorsa

Public Service Electric and Gas Company
Chief Financial Officer

February 26, 2014




