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FORWARD-LOOKING STATEMENTS

Certain of the matters discussed in this reportiabar and our subsidiaries' future performancelpling, without limitation, future revenues,
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 staents are subject to risks and
uncertainties, which could cause actual resultiffer materially from those anticipated. Such etagénts are based on management's beliefs
well as assumptions made by and information cugr@vailable to management. When used herein, tresv‘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 fadtoat could cause actual results to differ matgrieom those contemplated in any forward-
looking statements made by us herein are discusdduhgs we make with the United States Secusittend Exchange Commission (SEC),
including our Annual Report on Form 10-K and sulsst reports on Form 10-Q and Form 8-K and availabl our website:
http://www.pseg.com. These factors include, butrertdimited to:

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

. adverse changes in energy industry law, policiesragulation, including market structures and aptal shift away from competitive
markets toward subsidized market mechanisms, dgpaeirket design, transmission planning and cdstation rules, including how
transmission projects are planned and who is perehid build transmission in the future, and relipbstandards,

. any inability of our transmission and distributibnsinesses to obtain adequate and timely ratd agltbregulatory approvals from
federal and state regulators,

. changes in federal and state environmental reguigatnd enforcement that could increase our cositmio our operation:

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

. 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,

. any inability to manage our energy obligations,ilabée supply and risk

. adverse outcomes of any legal, regulatory or gtheceeding, settlement, investigation or claim majlle to us and/or the energy
industry,

. any deterioration in our credit quality or the dtepliality of our counterpartie

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

. changes in the cost of, or interruption in the $ypf fuel and other commodities necessary toaperation of our generating un
. delays in receipt of necessary permits and appsdwealour construction and development activi

. delays or unforeseen cost escalations in our aget&in and development activiti
. any inability to achieve, or continue to sustaim; expected levels of operating performa
. any equipment failures, accidents, severe weattesrte or other incidents that impact our abilityptovide safe and reliable service to

our customers, and any inability to obtain suffitisisurance coverage or recover proceeds of inseraith respect to such events,
. acts of terrorism, cybersecurity attacks or intasithat could adversely impact our busine

. increases in competition in energy supply markstaell as competition for certain transmission cts

. any inability to realize anticipated tax benefitsetain tax credit

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

. adverse performance of our decommissioning andeeéfbenefit plan trust fund investments and chaigfsding requirement
. changes in technology, such as distributed geogratid micro grids, and greater reliance on thedenblogies, ar

. changes in customer behaviors, including increasesergy efficiency, netaetering and demand respol

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 expeatedsequences to, or effects on, us or ou
business prospects, financial condition or resfltgperations. Readers are cautioned not to pladaaireliance 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 statements ftione to time, we specifically disclaim any obliget to do so, even if internal estimates
change, unless otherwise required by applicablerges 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 ther8ies Exchange Act of 1934, as amended.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Millions, except per share data

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

OPERATING REVENUES $ 2641 $ 2552 $ 811: $  7,65C
OPERATING EXPENSES

Energy Costs 86: 801 3,00¢ 2,711

Operation and Maintenance 714 713 2,37( 2,06¢

Depreciation and Amortization 31¢ 31: 91¢ 88¢

Taxes Other Than Income Taxes — 15 — 5C

Total Operating Expenses 1,89¢ 1,842 6,291 5,71¢

OPERATING INCOME 74¢€ 71z 1,81¢ 1,93¢

Income from Equity Method Investments 3 4 10 9

Other Income 75 58 18t 17z

Other Deductions 9 (12 (32) (54)

Other-Than-Temporary Impairments (20 ©)] (14) @)

Interest Expense (200 (200 (297) (303)
INCOME BEFORE INCOME TAXES 70t 66C 1,67¢ 1,751

Income Tax Expense (2617) (270 (639 (70¢)
NET INCOME $ 444 % 39C $ 104z $ 1,04
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING
(THOUSANDS):

BASIC 505,86 505,85¢ 505,93 505,90(

DILUTED 507,42. 507,69« 507,40: 507,43:
NET INCOME PER SHARE:

BASIC $ 0.8¢ $ 077 $ 206 $ 2.0¢

DILUTED $ 087 $ 077 $ 2.0 % 2.0€
DIVIDENDS PAID PER SHARE OF COMMON STOCK $ 037 $ 0.3 $ 111 $ 1.0¢

See Notes to Condensed Consolidated Financialnstats.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
NET INCOME $ 444 3 39C $ 1,042 % 1,04:

Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges,
net of tax (expense) benefit of $33, $(16), $21 $fa¥) for
the three and nine months ended 2014 and 2013 atbagly (30) 16 () 27
Unrealized Gains (Losses) on Cash Flow Hedgesfriak
(expense) benefit of $(1), $1, $(3) and $4 forttiree and
nine months ended 2014 and 2013, respectively 1 Q) 4 (5)

Pension/Other Postretirement Benefit Costs (OPEB)
adjustment, net of tax (expense) benefit of $(£5),55(5)
and $(20) for the three and nine months ended 204

2013, respectively 3 9 9 28
Other Comprehensive Income (Loss), net of tax (26) 24 (4) 50
COMPREHENSIVE INCOME $ 41t $ 414 % 1,03t $ 1,09¢

See Notes to Condensed Consolidated Financialnstats.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)
September 30, December 31,
2014 2013
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 70 % 493
Accounts Receivable, net of allowances of $55$66 in 2014 and 2013, respectively 1,267 1,20:
Tax Receivable 14 10¢
Unbilled Revenues 22¢ 30C
Fuel 53C 54&
Materials and Supplies, net 49t 47¢
Prepayments 17¢ 89
Derivative Contracts 71 98
Deferred Income Taxes 12¢ 24
Regulatory Assets 211 242
Other 24 31
Total Current Assets 3,84¢ 3,61¢
PROPERTY, PLANT AND EQUIPMENT 31,32¢ 29,71
Less: Accumulated Depreciation and Amortizatio (8,497 (8,06¢)
Net Property, Plant and Equipment 22,83¢ 21,64¢
NONCURRENT ASSETS
Regulatory Assets 2,56¢ 2,612
Regulatory Assets of Variable Interest EntifiéEESs) 27C 47¢€
Long-Term Investments 1,30¢ 1,31:
Nuclear Decommissioning Trust (NDT) Fund 1,73¢ 1,701
Long-Term Receivable of VIE 401 —
Other Special Funds 67t 613
Goodwill 16 16
Other Intangibles 10z 33
Derivative Contracts 29 162
Restricted Cash of VIEs 24 24
Other 331 312
Total Noncurrent Assets 7,46¢ 7,26:
TOTAL ASSETS $ 34,147 $ 32,52;

See Notes to Condensed Consolidated Financialnstats.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)

LIABILITIES AND CAPITALIZATION
CURRENT LIABILITIES
Long-Term Debt Due Within One Year
Securitization Debt of VIEs Due Within One Year
Commercial Paper and Loans
Accounts Payable
Derivative Contracts
Accrued Interest
Accrued Taxes
Clean Energy Program
Obligation to Return Cash Collateral
Regulatory Liabilities
Other
Total Current Liabilities
NONCURRENT LIABILITIES
Deferred Income Taxes and Investment Tax Credit€)|
Regulatory Liabilities
Regulatory Liabilities of VIEs
Asset Retirement Obligations
Other Postretirement Benefit (OPEB) Costs
OPEB Costs of Servco
Accrued Pension Costs
Accrued Pension Costs of Servco
Environmental Costs
Derivative Contracts
Long-Term Accrued Taxes
Other
Total Noncurrent Liabilities
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 8)
CAPITALIZATION
LONG-TERM DEBT
Long-Term Debt
Securitization Debt of VIEs
Project Level, Non-Recourse Debt
Total Long-Term Debt
STOCKHOLDERS' EQUITY

Common Stock, no par, authorized 1,000,000,000=sh&sued, 2014 and 2013—
533,556,660 shares

Treasury Stock, at cost, 2014— 27,674,968 shafds3— 27,699,398 shares
Retained Earnings
Accumulated Other Comprehensive Loss
Total Common Stockholders’ Equity
Noncontrolling Interest

September 30, December 31,
2014 2013
31¢€ 544
25¢ 237
— 60
1,111 1,222
10¢ 76
117 95
16€ 37
18t 142
12C 11¢
271 43
481 48¢
3,13¢ 3,062
7,29¢ 7,107
141 23¢
12 11
704 677
1,07: 1,09t
321 —
121 121
78 —
43¢ 414
37 31
183 18C
132 11¢
10,53¢ 9,98¢
8,321 7,581
68 25¢
— 16
8,38¢ 7,862
4,87: 4,861
(629) (615)
7,93¢ 7,457
99 (99
12,08 11,60¢
1 1




Total Stockholders’ Equity 12,08 11,60¢

Total Capitalization 20,47: 19,47

TOTAL LIABILITIES AND CAPITALIZATION $ 34,147 $ 32,52:

See Notes to Condensed Consolidated Financialnstats.
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
(Unaudited)
Nine Months Ended
September 30,
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,04z $ 1,04:%
Adjustments to Reconcile Net Income to Net CaslwEliyom Operating Activities:
Depreciation and Amortization 91¢ 88¢€
Amortization of Nuclear Fuel 151 14k
Provision for Deferred Income Taxes (Other thandesaand ITC 10z 24z
Non-Cash Employee Benefit Plan Costs 36 182
Leveraged Lease Income, Adjusted for Rents Receimddeferred Taxes (30 (7
Net Realized and Unrealized (Gains) Losses on Brneéomtracts and Other Derivatives 237 3
Change in Accrued Storm Costs (©) (87)
Net Change in Other Regulatory Assets and Liabditi 27¢€ 134
Cost of Removal (68) (66)
Net Realized (Gains) Losses and (Income) Expernse RDT Fund (99 (76)
Net Change in Margin Deposit (173 17
Net Change in Certain Current Assets and Liabdlitie 11¢ 15¢
Employee Benefit Plan Funding and Related Payments (76) (210
Other 10z 71
Net Cash Provided By (Used In) Operating Activities 2,53¢ 2,43t
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (1,927) (2,109
Proceeds from Sales of Investments 11 42
Proceeds from Sales of Available-for-Sale Secwritie 1,22¢ 914
Investments in Available-for-Sale Securities (1,247 (922
Other (60) (20
Net Cash Provided By (Used In) Investing Activities (1,98¢ (2,089
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Commercial Paper and Loans (60) (269)
Issuance of Long-Term Debt 1,00¢ 1,50(C
Redemption of Long-Term Debt (500 (750
Redemption of Securitization Debt (170 (162)
Cash Dividends Paid on Common Stock (567) (54¢€)
Other 47 (57
Net Cash Provided By (Used In) Financing Activities (33¢) (27¢)
Net Increase (Decrease) in Cash and Cash Equisalent 21C 69
Cash and Cash Equivalents at Beginning of Period 492 37¢
Cash and Cash Equivalents at End of Period $ 70 % 44¢
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 284 % 22z
Interest Paid, Net of Amounts Capitalized $ 26 % 274
Accrued Property, Plant and Equipment Expenditures $ 28¢ % 25¢




See Notes to Condensed Consolidated Financialnsdats.
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PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
OPERATING REVENUES $ 113¢ $ 117« $ 3,82« $  3,81¢
OPERATING EXPENSES
Energy Costs 472 43C 2,03¢ 1,78¢
Operation and Maintenance 242 30¢ 871 86¢
Depreciation and Amortization 71 69 21¢ 202
Total Operating Expenses 78t 804 3,122 2,85¢
OPERATING INCOME 35% 37C 70z 96°
Income from Equity Method Investments 4 4 11 12
Other Income 5€ 45 13t 127
Other Deductions (6) (11 (25) (49
Other-Than-Temporary Impairments (10) 3 (14 @)
Interest Expense (32) (26) (92 (85)
INCOME BEFORE INCOME TAXES 36€ 37¢ 717 961
Income Tax Expense (149 (159 (277) (389
EARNINGS AVAILABLE TO PUBLIC SERVICE ENTERPRISE GRaP
INCORPORATED $ 22z % 22¢ 9 44C % 577

See disclosures regarding PSEG Power LLC includéle Notes to Condensed Consolidated Financiédi@tnts.
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PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
NET INCOME $ 22z $ 22¢ $ 44C  $ 577

Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges,
net of tax (expense) benefit of $34, $(18), $23 &(ad) for
the three and nine months ended 2014 and 201 atsgy (30 17 (19 30

Unrealized Gains (Losses) on Cash Flow Hedgesfriak
(expense) benefit of $0, $1, $(2) and $4 for thedtand nine
months ended 2014 and 2013, respectively 1 (D) 4 (6)

Pension/OPEB adjustment, net of tax (expense) bafef
$(1), $(6), $(4) and $(17) for the three and niranths endec

2014 and 2013, respectively 2 8 7 25
Other Comprehensive Income (Loss), net of tax (27) 24 (8) 49
COMPREHENSIVE INCOME $ 19t $ 25C $ 43z $ 62€

See disclosures regarding PSEG Power LLC includéle Notes to Condensed Consolidated Financigitnts.
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PSEG POWER LLC
CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)
September 30, December 31,
2014 2013
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 12 $ 6
Accounts Receivable 38t 33¢
Accounts Receivable—Affiliated Companies, net 52 33¢
Short-Term Loan to Affiliate 628 79C
Fuel 53C 54E
Materials and Supplies, net 36( 362
Derivative Contracts 5C 57
Prepayments 2C 13
Deferred Income Taxes 97 30
Other 1 2
Total Current Assets 2,13( 2,47¢
PROPERTY, PLANT AND EQUIPMENT 10,61 10,27¢
Less: Accumulated Depreciation and Amortization (3,229) (2,91
Net Property, Plant and Equipment 7,38¢ 7,367

NONCURRENT ASSETS
Nuclear Decommissioning Trust (NDT) Fund 1,73¢ 1,701
Long-Term Investments 122 12¢
Goodwill 1€ 16
Other Intangibles 10z 33
Other Special Funds 15¢ 13¢
Derivative Contracts 11 72
Other 87 75
Total Noncurrent Assets 2,23¢ 2,15¢
TOTAL ASSETS $ 11,75C $ 12,00z

See disclosures regarding PSEG Power LLC includeldd Notes to Condensed Consolidated Financigi@ents.
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PSEG POWER LLC
CONDENSED CONSOLIDATED BALANCE SHEETS
Millions
(Unaudited)

CURRENT LIABILITIES

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

Asset Retirement Obligations

Derivative Contracts
Accrued Pension Costs
Long-Term Accrued Taxes
Other

Total Noncurrent Liabilities

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

Total Member’s Equity

September 30,

December 31,

LIABILITIES AND MEMBER'’S EQUITY

Long-Term Debt Due Within One Year $

Deferred Income Taxes and Investment Tax Credii€)|

Other Postretirement Benefit (OPEB) Costs

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 8)

Accumulated Other Comprehensive Loss

TOTAL LIABILITIES AND MEMBER'’S EQUITY $

2014 2013
— % 44
43t 51€
10¢ 76
43 28
16C 13€
747 80C
2,09: 2,031
41F 40C
21F 20€
37 31
35 35
57 53
94 91
2,04¢ 2,847
2,54¢ 2,497
2,21¢ 2,21¢
(98€) (986)
4,35¢ 4,69:
(77) (63
5,51¢ 5,85¢
11,75( $ 12,00:

See disclosures regarding PSEG Power LLC includéle Notes to Condensed Consolidated Financigitnts.
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PSEG POWER LLC
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Millions
(Unaudited)
Nine Months Ended
September 30,
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 44C % 577
Adjustments to Reconcile Net Income to Net Calsiws from Operating Activities:
Depreciation and Amortization 21t 20z
Amortization of Nuclear Fuel 151 14t
Provision for Deferred Income Taxes and ITC 5 96
Net Realized and Unrealized (Gains) Losses @rdgynContracts and Other Derivatives 237 3
Non-Cash Employee Benefit Plan Costs 10 50
Net Realized (Gains) Losses and (Income) ExpgoseNDT Fund (99 (76)
Net Change in Certain Current Assets and Liabdlitie
Fuel, Materials and Supplies 17 (38)
Margin Deposit (179 17
Accounts Receivable 49 68
Accounts Payable (13%) (70)
Accounts Receivable/Payable—Affiliated Companinet 29¢ 32¢
Other Current Assets and Liabilities 28 21
Employee Benefit Plan Funding and Related Paysnen (5) (45)
Other 71 35
Net Cash Provided By (Used In) Operating Activities 1,11C 1,31«
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (4149 (45¢)
Proceeds from Sales of Available-for-Sale Se¢iesri 882 84¢
Investments in Available-for-Sale Securities (89¢) (864)
Short-Term Loan—Affiliated Company, net 167 157
Other (63) (13
Net Cash Provided By (Used In) Investing Activities (32¢) (329
CASH FLOWS FROM FINANCING ACTIVITIES
Redemption of Long-Term Debt — (300)
Cash Dividend Paid (77%) (705)
Contributed Capital — 24
Other 3 2
Net Cash Provided By (Used In) Financing Activities (77¢) (989)
Net Increase (Decrease) in Cash and Cash Equisalent 6 2
Cash and Cash Equivalents at Beginning of Period 6 7
Cash and Cash Equivalents at End of Period $ 12 8 9
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 87 $ 107
Interest Paid, Net of Amounts Capitalized $ 78 % 72

Accrued Property, Plant and Equipment Expenditures $ 66 $ 64




See disclosures regarding PSEG Power LLC includédd Notes to the Condensed Consolidated FinaBtaéé¢ments.

10




Table of Contents

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
OPERATING REVENUES $ 1,658 $ 1,666 $ 523t $ 5,08¢
OPERATING EXPENSES
Energy Costs 66¢ 661 2,27¢ 2,20¢
Operation and Maintenance 36¢€ 40¢ 1,19C 1,20¢
Depreciation and Amortization 23¢ 23€ 682 65€
Taxes Other Than Income Taxes — 15 — 50
Total Operating Expenses 1,27 1,32( 4,15( 4,12(
OPERATING INCOME 38¢ 34¢ 1,08¢ 964
Other Income 16 13 44 41
Other Deductions 2 (@D} 3 ©)]
Interest Expense (72) (75) (20¢€) (229
INCOME BEFORE INCOME TAXES 32¢€ 282 92( 77¢
Income Tax Expense (12¢) (11%) (35%) (311
EARNINGS AVAILABLE TO PUBLIC SERVICE
ENTERPRISE GROUP INCORPORATED $ 20C % 16 $ 56 $ 46¢

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

Millions
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
NET INCOME $ 20C $ 16€ $ 565 $ 46¢
Unrealized Gains (Losses) on Available-for-Saleusiges,
net of tax (expense) benefit of $0, $0, $0 anddb1te three
and nine months ended 2014 and 2013, respectively 1 — 1 (1)
COMPREHENSIVE INCOME $ 201 % 16€ $ 56€ $ 467

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

Millions
(Unaudited)
September 30, December 31,
2014 2013
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 305 $ 18
Accounts Receivable, net of allowances of $5b$86 in 2014 and 2013, respectively 83¢ 832
Unbilled Revenues 22¢ 30C
Materials and Supplies 13C 11F
Prepayments 11€ 24
Regulatory Assets 211 243
Derivative Contracts 5 25
Deferred Income Taxes 20 16
Other 20 12
Total Current Assets 1,871 1,58¢
PROPERTY, PLANT AND EQUIPMENT 20,341 19,07:
Less: Accumulated Depreciation and Amortization (5,057 (4,969
Net Property, Plant and Equipment 15,29( 14,107

NONCURRENT ASSETS
Regulatory Assets 2,56¢ 2,612
Regulatory Assets of VIEs 27C 47€
Long-Term Investments 34¢ 361
Other Special Funds 38t 354
Derivative Contracts 8 69
Restricted Cash of VIEs 24 24
Other 151 132
Total Noncurrent Assets 3,75¢€ 4,02¢
TOTAL ASSETS $ 20,917 $ 19,72(

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

CONDENSED CONSOLIDATED BALANCE SHEETS

Millions
(Unaudited)

LIABILITIES AND CAPITALIZATION

CURRENT LIABILITIES

Long-Term Debt Due Within One Year $

Securitization Debt of VIEs Due Within One Year

Commercial Paper and Loans

Accounts Payable

Accounts Payable—Affiliated Companies, net

Accrued Interest

Clean Energy Program

Deferred Income Taxes

Obligation to Return Cash Collateral

Regulatory Liabilities

Other

Total Current Liabilities

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

Total Noncurrent Liabilities

COMMITMENTS AND CONTINGENT LIABILITIES (See Note 8)
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, 2014 and
2013—132,450,344 shares

Contributed Capital

Basis Adjustment

Retained Earnings

Accumulated Other Comprehensive Income

Total Stockholder’s Equity

Total Capitalization

TOTAL LIABILITIES AND CAPITALIZATION $

September 30, December 31,
2014 2013
30C $ 50C
25¢ 237
— 60
52C 53t
99 19C
73 67
18t 142
— 30
12C 11¢
271 43
29¢€ 314
2,12z 2,237
4,53¢ 4,40¢
807 83¢
26 27
141 23¢
12 11
38€ 362
28¢€ 274
78 72
63 47
6,337 6,27
5,76% 5,06¢
68 25¢
5,831 5,32t
892 89z
69t 52C
98€ 98¢
4,052 3,487
2 1
6,627 5,88¢
12,45¢ 11,21
20,917 $ 19,72




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

Millions

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income

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 Other Regulatory Assets and Liabdliti
Net Change in Certain Current Assets and Liabdlitie
Accounts Receivable and Unbilled Revenues
Materials and Supplies
Prepayments
Accounts Payable

Other Current Assets and Liabilities
Other

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment
Proceeds from Sales of Available-for-Sale Secuwitie
Investments in Available-for-Sale Securities
Solar Loan Investments
Restricted Funds

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
Contributed Capital
Other

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 Propertv. Plant and Eauioment Expendit

Accounts Receivable/Payable—Affiliated Companiex, n
Employee Benefit Plan Funding and Related Payments

Net Cash Provided By (Used In) Operating Activities

Net Cash Provided By (Used In) Investing Activities

Net Cash Provided By (Used In) Financing Activities

Nine Months Ended

Adjustments to Reconcile Net Income to Net CashwElixom Operating Activities:

September 30,
2014 2013

$ 56 $ 46€
682 65¢

93 152

21 117

(68) (66)

(©) (87)

27¢ 134

71 48

19 4

(92) (109

3) 3

(119 a7y

(6) 29

(67) 147

2 23

1,34¢ 1,04¢
(1,499 (1,62%)

98 35
(96) (16)
2 (13

€) —
(1,490 (1,620
(6C) (269)

1,00( 1,50(¢
(500 (450
170 (162)

17t 10C
(13 a7

434 70¢

287 137

18 11€

$ 30 % 252
$ 174 $ 174
$ 18¢ % 19¢
$ 23t % 20C




See disclosures regarding Public Service Electiic@as Company included in the Notes to Condenseddlidated Financial Statements.
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This combined Form 10-Q is separately filed by RuBkrvice Enterprise Group Incorporated (PSEGE®®ower LLC (Power) and Public
Service Electric and Gas Company (PSE&G). Infororatelating to any individual company is filed hych company on its own behalf. Poy
and PSE&G each is only responsible for informatibout itself and its subsidiaries.

Note 1. Organization and Basis of Presentation
Organization

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

° Power—uwhich is a multi-regional, wholesale energy supmynpany that integrates its generating asset tipesaand gas supply
commitments with its wholesale energy, fuel suppig energy trading functions through its princigiatct wholly owned
subsidiaries. Power’s subsidiaries are subjeatdolation by the Federal Energy Regulatory Commis@ERC), the Nuclear
Regulatory Commission (NRC) and the states in witiely operate.

° PSE&G —which is an operating public utility engaged pipaly in the transmission of electricity and dilstrtion of electricity and
natural gas in certain areas of New Jersey. PSE&gBlject to regulation by the New Jersey Boatdutflic Utilities (BPU) and the
FERC. PSE&G also invests in solar generation ptsjecd has implemented energy efficiency and demesmbnse programs in

New Jersey, which are regulated by the B

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 Uskagd Power Authority's (LIPA)
transmission and distribution (T&D) system undéwalve-year Amended and Restated Operations Sendigeeement (OSA); and PSEG
Services Corporation (Services), which providesateimanagement, administrative and general sernt®SEG 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 Quarterly Report$orm 10-Q. Certain information and note disclosurermally included in financial
statements prepared in accordance with accountingiples generally accepted in the United Sta@8AP) have been condensed or omitted
pursuant to such rules and regulations. These @sedeConsolidated Financial Statements and Not€sndensed Consolidated Financial
Statements (Notes) should be read in conjuncti¢i,\aihd update and supplement matters discuss#tidnnual Report on Form 10-K for
the year ended December 31, 2013 and QuarterlyrBemo Form 10-Q for the quarters ended March 8142nd June 30, 2014 .

The unaudited condensed consolidated financiatimédion furnished herein reflects all adjustmenitéclv are, in the opinion of management,
necessary to fairly state the results for the imtqreriods presented. All such adjustments arerafrenal recurring nature. All significant
intercompany accounts and transactions are eliedniatconsolidation. The year-end Condensed Caletelii Balance Sheets were derived
from the audited Consolidated Financial Statemiaisided in the Annual Report on Form 10-K for tfear ended December 31, 2013 .

On December 31, 2013, Energy Holdings distribtitbedoutstanding equity of its 50% interest in amenship 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 non-cash transtjuofy interest between entities under
common control with prior period financial statertsefor Power retrospectively adjusted to include elarnings related to the transfer. As a
result, Power’s Operating Revenues increased $®mand $12 million for the three months and nimenths ended September 30, 2013,
respectively, and Power's Net Income increasedif®mand $15 million for the three months andenmonths ended September 30, 2013,
respectively.
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Note 2. Recent Accounting Standards
New Standards Adopted during 2014

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 vatllve combined with deferred tax assets in
cases where that tax benefit cannot or will ngbeifmissible, be used to settle any additionalrimedaxes that would result from the
disallowance of a tax position.

The standard was effective for fiscal years anerimt periods beginning after December 15, 2013.ifrfmact of adopting this standard was
immaterial.

New Standards Issued But Not Yet Adopted
Revenue from Contracts with Customers

This accounting standard was issued to clarifypifigciples for recognizing revenue and to develgpmmon standard that would remove
inconsistencies in revenue requirements; improvepasability of revenue recognition practices acestities, industries, jurisdictions and
capital markets; and provide improved disclosures.

The guidance provides a five-step model to be émedcognizing revenue for the transfer of prordigeods and services to customers in an
amount that reflects the consideration to whichethtity expects to be entitled in exchange for ¢hgsods and services.

The update is effective for annual and interim répg periods beginning after December 15, 2018lyEpplication is not permitted. We are
currently analyzing the impact of this standardbanfinancial statements.

Presentation of Financial Statements and PropertyRlant and Equipment: Reporting Discontinued Operatons and Disclosures of
Disposals of Components of an Entity

This accounting standard was issued to changeritieei@ for reporting discontinued operations. Bf@ndard requires that a component of an
entity be reported in discontinued operationséf disposal represents a strategic shift that hragilichave, a major effect on the entity’s
operations and financial results, including a digp@f a major geographical area, a major lineusitess, a major equity method investmer
other major parts of an entity.

The amendment should be applied prospectivelylfalisposals of an entity that occur within interamd annual periods beginning on or after
December 15, 2014; and all businesses that, orisitiou, are classified as held for sale that oasithin interim and annual periods beginning
on or after December 15, 2014. We will evaluatdulire disposals under the new guidance beginoimganuary 1, 2015.

Transfers and Servicing - Repurchase-to-Maturity Tansactions, Repurchase-Financings and Disclosures

This standard changes the accounting for repuretoas®turity transactions and linked repurchéisencings to secured borrowing account
which is consistent with the accounting for othegsurchase agreements. It also requires disclofurespurchase agreements, securities
lending transactions, and repurchase-to-matuysactions that are accounted for as secured biogsw

This standard is effective for the first interimanmual period beginning after December 15, 2014.
We are currently analyzing this standard but doexpeect its impact to be material to our finanstatements.
Disclosure of Uncertainties about an Entity's Abilty to Continue as a Going Concern

The amendments in this standard provide guidaneatabanagement’s responsibility to evaluate whetiere is substantial doubt about an
entity’s ability to continue as a going concern &mgrovide related footnote disclosures. Subsahdtiubt about an entity’s ability to continue
as a going concern exists when relevant conditimusevents, considered in the aggregate, indibatdttis probable that the entity will be
unable to meet its obligations as they become dtiennone year after the date that its financiatetents are issued.

The update is effective for annual and interim répg periods beginning after December 15, 2016.
The update requires that we identify, assess aaldi@e uncertainties and their impact, if any, anability to meet financial obligations.
However, we do not expect this standard to impacfioancial statements.
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Note 3. Variable Interest Entities (VIES)

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

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

The assets and liabilities of Transition Fundind &nansition Funding Il are presented separateltherface of the Condensed Consolidated
Balance Sheets of PSEG and PSE&G because the aftatse VIEs are restricted and can only be tseéttle their respective obligations.
No Transition Funding or Transition Funding Il cited has any recourse to the general credit of PSE&the event the transition charges
not sufficient to cover the bond principal and et payments of Transition Funding or Transitiamding II.

PSE&G’s maximum exposure to loss is equal to itstgdnvestment in these VIEs which was $16 milles of September 30, 2014 and
December 31, 2013 . The risk of actual loss to PSE&considered remote. PSE&G did not provide amgricial support to Transition
Funding or Transition Funding Il during the firshe months of 2014 or in 2013 . PSE&G does not lenyecontractual commitments or
obligations to provide financial support to TraiwitFunding or Transition Funding II.

Variable Interest Entity for which PSEG LI is the Primary Beneficiary

PSEG LI consolidates Long Island Electric Utilitgr8co, LLC (Servco), a marginally capitalized Viihich was created for the purpose of
operating LIPA's T&D system in Long Island, New Xas well as providing administrative support fuoes to LIPA. PSEG LI is the primary
beneficiary of Servco because it directs the opmratof Servco, the activity that most significgrithpacts Servco's economic performance
it has the obligation to absorb losses of Servab¢huld potentially be significant to Servco. Slm$ses would be immaterial to PSEG.

Pursuant to the OSA, Servco's operating costseareursable entirely by LIPA, and therefore, PSHG tisk is limited related to the activities
of Servco. PSEG LI has no current obligation tovite direct financial support to Servco. In additio reimbursement of Servco’s operating
costs as provided for in the OSA, PSEG LI receareannual contract management fee. PSEG LI's armmmdfactual management fee, in
certain situations, could be partially offset byv®e's annual storm costs not approved by the Bé@energency Management Agency, limited
contingent liabilities and penalties for failingrmeet certain performance metrics.

PSEG recognized a long-term receivable primarilgtegl to future funding by LIPA of Servco’s recozgid pension and other postretirement
benefit (OPEB) liabilities. This receivable is peated separately on the Condensed Consolidatedd&aheet of PSEG as a noncurrent asse
because it is restricted. See Note 7. Pension #imer ®ostretirement Benefits for additional infotioa.

For transactions in which Servco acts as princgath as transactions with its employees for laimor labor-related activities, including
pension and OPEB related transactions, Servcodsgervenues and the related pass-through expesglgeparately in Operating Revenues
and Operations and Maintenance (O&M) Expense, otisiedy. For transactions in which Servco actsmagent for LIPA, it records revenues
and the related expenses on a net basis, resuitimyimpact on PSEG's Condensed Consolidatedr¢atizof Operations.
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Note 4. Rate Filings

The following information discusses significant apes regarding orders and pending rate filingss Nate should be read in conjunction with
Note 6. Regulatory Assets and Liabilities to then€idated Financial Statements in the Annual Repoi~orm 1-K for the year ended
December 31, 2013 .

Significant regulatory orders received by PSE&R014 are as follows:

Storm Damage Deferre—In September 2014, the BPU approved a Stipulaifddettiement finding that PSE&G's 2010 through
2012 major storm incremental O&M costs of $240 imill(deferred as Regulatory Assets) and capitatedjpures of $126 million
were prudent and recoverable in a future baseprateeeding subject to offset for the amount of insurance pedsereceived.
Weather Normalization Clause (WNG}-In April 2014, the BPU approved PSE&G's filing tvitespect to deficiency revenues from
the 2012-2013 Winter Period. The BPU'’s approva éihal WNC resulted in no change to the provisioate previously approved
by the BPU and implemented effective October 132@hich was set to recover $26 million from cuséwsnduring the 2013-2014
Winter Period (October 1, 2013 through May 31, 2014

In September 2014, the BPU provisionally approvB&®&G’s filing with respect to excess revenues aitld during the colder than
normal 2013-2014 Winter Period. Effective OctobgP014, PSE&G will return $45 million in revenuesits customers during the
2014-2015 Winter Period as a result of excess t@&nollected during the colder than normal 2018420 inter Period (October 1,
2014 through May 31, 2015).

Basic Gas Supply Service (BGS—In January and February 2014, PSE&G filed selflengenting one-month BGSS residential
customer bill credits with the BPU for 25 cents fi@rm for the months of February and March 20h&sE credits
provided approximately $93 million in total creditsresidential customers, reducing the BGSS deddpalance. On April
1, 2014, the BGSS rate reverted back to the curedet

In May 2014, PSE&G made its annual BGSS filing wift BPU requesting a reduction of $112 milliommmual BGSS revenues. In
September 2014, the BPU approved a Stipulatiohignmatter on a provisional basis and the BGSSwagereduced from
approximately 54 cents to 45 cents per therm a@ffecctober 1, 2014.

In October 2014, PSE&G filed a self-implementingedrmonth bill credit for residential customerdeffective during November
and December 2014 and January 2015. This credib&8 cents per therm for the three-month peaiodi is estimated to provide
approximately $160 million to customers. The spe@mount returned will depend on actual usage thetrperiod.

Universal Service Fund (USF)/Lifeline—In September 2014, the BPU approved rates settwver costs incurred under the
USF/Lifeline energy assistance programs effectictoler 1, 2014. PSE&G earns no margin on the dalleof the USF and Lifelin
programs resulting in no impact on Net Income.

Capital Stimulus Infrastructure Programs (CIP I1}—In June 2014, the BPU approved PSE&G's petitioretmver annual revenue
requirements of approximately $28 million for pragr costs incurred for its CIP Il investments thto@&gptember 30, 2013, which
represents the final phase of the program. Bass va¢re adjusted effective July 1, 2014 to refleetrecovery.

SBC and NorUtility Generation Charge (NGC)—In May 2014, the BPU approved PSE&G'’s petitiomgoover actual SBC and
NGC costs incurred through December 31, 2013 uitsl&nergy Efficiency & Renewable Energy Progra®sgial Programs ar

NGC. New rates were implemented on June 1, 20idcmver approximatel$400 million over the succeeding 12 months.

Significant pending rate filings are as follows:

Transmission Formula Rate Filings—In May 2014, PSE&G filed its 2014 True-Up Adjustm@ertaining to its formula rates in
effect for 2013, which resulted in an adjustmer$®imillion above the 2013 filed revenues. In adeoce with PSE&G’s formula

rate protocols, this Rate Year 2013 True-Up Adj@stthas been incorporated into its Annual FormwteRJpdate for the 2015 Rate



Year. The 2015 Annual Formula Rate Update was filéd the FERC in October 2014 and provides forrapjmately $182 million
in increased annual transmission revenues effedwuary 1, 2015.
Energy Strong Recovery Filin—On September 30, 2014, PSE&G filed its initial EyyeBtrong cost recovery petition, seeking B

approval to recover in base rates an estimatedasanenvenue increase of $1.6 million effective
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March 1, 2015. This increase represents capitalErextgy Strong electric investment costs expeaidzbtin service through
November 30, 2014. This request will be updateecember 2014 for actual costs.

° Solar and Energy Efficienc-Green Program Recovery Charges (GPRE)n June 2014, PSE&G filed a petition with the BPU
requesting recovery of costs and investments icdingbined eight components of the electric and@RRC for the period October
2014 through September 30, 2015. The rates proposad filing are designed to recover $111 millamd $18 million in electric
and gas revenues, respectively, on an annual basis.

° Remediation Adjustment Charge (RA—On April 18, 2014, PSE&G filed a petition with tB&PU requesting recovery of $66
million related to RAC 21 net manufactured gas p&penditures through July 31, 2013.

Note 5. Financing Receivables
PSE&G

PSE&G sponsors a solar loan program designed pfimeince the installation of solar power systehmsughout its electric service area. The
loans are generally paid back with Solar Renewghlergy Certificates generated from the installddrsalectric system. The following table
reflects the outstanding loans by class of custpnmmre of which are considered “non-performing.”

Credit Risk Profile Based on Payment Activity
As of As of
September 30, December 31,
Consumer Loans 2014 2013
Millions
Commercial/Industrial $ 187 $ 192
Residential 14 15
Total $ 201 $ 207

Energy Holdings

Energy Holdings, through several of its indiredbsidiary companies, has investments in domestimgrend real estate assets subject
primarily to leveraged lease accounting. A levedalgase is typically comprised of an investmenabyequity investor and debt provided by a
third party debt investor. The debt is recourse émithe assets subject to lease and is not indlodePSEG’s Condensed Consolidated Balanc
Sheets. As an equity investor, Energy Holdiriggestments in the leases are comprised of thedrfeected lease receivables on its investn
over the lease terms plus the estimated residla¢sat the end of the lease terms, reduced fommayne not yet earned on the leases. This
amount is included in Long-Term Investments on PSEIbndensed Consolidated Balance Sheets. The raick depreciation of the leased
property for tax purposes creates tax cash flowwlihbe repaid to the taxing authority in lategrfpds. As such, the liability for such taxes due
is recorded in Deferred Income Taxes on PSEG’s €osedd Consolidated Balance Sheets.
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The following table shows Energy Holdings’ grossl et lease investment as of September 30, 201Daceimber 31, 2013 , respectively.

As of As of
September 30, December 31,

2014 2013

Millions

Lease Receivables (net of Non-Recourse Debt) $ 69¢ $ 701
Estimated Residual Value of Leased Assets 52¢ 52¢
Unearned and Deferred Income (399 (40%)
Gross Investment in Leases 834 82t
Deferred Tax Liabilities (70%) (727)
Net Investment in Leases $ 12¢  $ 98

The corresponding receivables associated withetagel portfolio are reflected in the following talilet of nonrecourse debt. The ratings in 1
table represent the ratings of the entities pragjghayment assurance to Energy Holdings. "Not Ratednterparties represent investments in
lease receivables related to commercial real eptafgerties.

Lease Receivables, Net of
Non-Recourse Debt
Counterparties’ Credit Rating (Standard & Poor's (S&P)) As of
As of September 30, 2014 September 30, 2014
Millions
AA $ 18
AA- 56
BBB+ - BBB- 31¢€
BB- 134
B 16&
Not Rated 9
Total $ 69¢

The “BB-" and the "B" ratings in the preceding ®&lépresent lease receivables related to coaldisedts in lllinois and Pennsylvania,
respectively. As of September 30, 2014 , the gimgsstment in the leases of such assets, net ofemurse debt, was $563 million ( $13
million , net of deferred taxes). A more detailebcription of such assets under lease is presanthd following table.
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Counter-
parties’
Gross % Fuel S&P Credit
Asset Location Investment Owned Total Type Ratings Counterparty
Millions MW
Powerton Station Units
and 6 IL $ 134 64% 1,53¢ Coal BB- NRG Energy, Inc.
Joliet Station Units 7 ar
8 IL $ 84 64% 1,04« Coal BB- NRG Energy, Inc.
Keystone Station Units
and 2 PA $ 117 17% 1,711 Coal B GenOn REMA, LLC
Conemaugh Station
Units 1 and 2 PA $ 11¢ 17% 1,711 Coal B GenOn REMA, LLC
Shawville Station Units
1,2,3and 4 PA $ 11C 10(% 60z Coal B GenOn REMA, LLC

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

Although all lease payments are current, no assesaoan be given that future payments in accordaithehe lease contracts will continue.
Factors which may impact future lease cash flowhide, but are not limited to, new environmentgiséation and regulation regarding air
quality, water and other discharges from the preoégenerating electricity, market prices for fueectricity and capacity, overall financial
condition of lease counterparties and the quality eondition of assets under lease.

GenOn REMA, LLC, an indirect subsidiary of NRG Emgrinc. (NRG) notified PIM that it no longer intento place the codired units at th
Shawville generating facility in long-term proteailayup. Instead, those units will be shut downgerarily beginning in April 2015, with an
expected return to service no later than June 28i®) an alternative fuel.

Nesbitt Asset Recovery, LLC (Nesbitt), (an indiregholly owned subsidiary of Energy Holdings), ovapgproximately64% of the lease
interest in the Powerton and Joliet coal unitdlindis. These facilities are leased to Midwest &ation (MWG), which was an indirect
subsidiary of Edison Mission Energy (EME). In Ded®n2012, EME and MWG filed for relief under Chapté of the U.S. Bankruptcy Coc

In October 2013, NRG, EME, MWG, Nesbitt and othreditor parties involved in the bankruptcy execudatew agreement under which NRG
would acquire substantially all of EME’s assets]uding the Powerton and Joliet leased assets.drcivi2014, the Bankruptcy Court approvec
the transaction. As part of the transaction, @ ldases for the Powerton and Joliet coal unitewssumed on their existing terms, (i) all past
due rent under the leases was paid in full, (iR®lassumed EME’s tax indemnity and guarantee diigs, and (iv) NRG agreed to invest up
to $350 million in the Powerton and Joliet coaltsrsio they can be operated in compliance with enwiental regulations. On April 1, 2014,
NRG and EME closed on the transaction in accordariitethese terms, bringing the lease paymentsatu

Note 6. Available-for-Sale Securities
Nuclear Decommissioning Trust (NDT) Fund

Power maintains an external master nuclear decosionisg trust to fund its share of decommissiorfongts five nuclear facilities upon
termination of operation. The trust contains a djeal fund and a non-qualified fund. Section 468t Internal Revenue Code limits the
amount of money that can be contributed into aifiedlfund. The trust funds are managed by thirdypmvestment advisers who operate
under investment guidelines developed by Power.
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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 September 30, 2014
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 652 $ 24C % 9 $ 882
Debt Securities
Government Obligations 471 5 (4) 472
Other Debt Securities 344 12 2 354
Total Debt Securities 81% 17 (6) 82¢
Other Securities 30 — — 30
Total NDT Available-for-Sale Securities $ 1,497 $ 257 $ (15 $ 1,73¢
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 1C 4) 291
Total Debt Securities 723 13 (26) 72C
Other Securities 84 — — 84
Total NDT Available-for-Sale Securities $ 1,41¢ $ 30 % 18 $ 1,701

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

As of As of
September 30, December 31,
2014 2013
Millions
Accounts Receivable $ 41 3 39
Accounts Payable $ 35 3% 36

23




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Table of Contents(UNAUDITED)

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

As of September 30, 2014 As of December 31, 2013
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) $ 11€ $ 9 $ 1 $ — $ 30 % 2 $ 2 3 —
Debt Securities
Government Obligations (B) 14¢ 2 68 2 30C (12) 1 (D)
Other Debt Securities (C) 101 Q) 32 (0] 107 (4) 3 —
Total Debt Securities 24¢ 3) 10C (3) 407 (15) 4 (@)
NDT Available-for-Sale
Securities $ 36t $ (12) $ 101 % 3 $ 437 ¢ 17 $ 6 $ (1)
(A) Equity Securities—Investments in marketableiggsecurities within the NDT Fund are primarityéommon stocks within a broad

range of industries and sectors. The unrealizesk®are distributed over a broad range of secsritith limited impairment
durations. Power does not consider these secutdties other-than-temporarily impaired as of Sefmen30, 2014 .

(B) Debt Securities (Government)—Unrealized logse®ower’'s NDT investments in United States Treaebligations and Federal
Agency mortgagdsacked securities were caused by interest rategelsasince these investments are guaranteed hynited State
government or an agency of the United States govent, it is not expected that these securitiesseittle for less than their
amortized cost basis, since Power does not intesdlt nor will it be more-likely-than-not requiréal sell. Power does not consider
these securities to be other-than-temporarily ingubas of September 30, 2014 .

© Debt Securities (Corporate)—Power’s investraémicorporate bonds are limited to investment giseturities. It is not expected
that these securities would settle for less thair &imortized cost. Since Power does not interselidhese securities nor will it be
more-likely-than-not required to sell, Power doeseonsider these debt securities to be other-tharporarily impaired as of
September 30, 2014 .

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

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Millions
Proceeds from NDT Fund SalegA) $ 221 % 22C % 7€ $ 837
Net Realized Gains (Losses) on NDT Fund:
Gross Realized Gains 45 35 101 95
Gross Realized Losses 3 (9 12 (39
Net Realized Gains (Losses) on NDT Fund $ 42 3 26 $ 89 % 61
(A) Includes activity in accounts related to the liguidn of funds being transitioned to new mana

Gross realized gains and gross realized losselsiggtin the preceding table were recognized ireOiticome and Other Deductions,
respectively, in PSEG’s and Power’s Condensed Ciolased Statements of Operations. Net unrealizéasgaf $121 million (after-tax) were a
component of Accumulated Other Comprehensive La8®EG's and Power’'s Condensed Consolidated Ba&hreets as of September 30,
2014 .



24




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Table of Contents(UNAUDITED)

The NDT available-for-sale debt securities heldfaSeptember 30, 2014 had the following maturities:

Time Frame Fair Value
Millions

Less than one year $ 20
1-5years 23¢
6 - 10 years 217
11 - 15 years 62
16 - 20 years 42
Over 20 years 24¢
Total NDT Available-for-Sale Debt Securities $ 82¢€

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

Power periodically assesses individual securitibesg fair value is less than amortized cost tordete whether the investments are
considered to be other-than-temporarily impaireat. dguity securities, management considers théyahiid intent to hold for a reasonable
time to permit recovery in addition to the sevedtyd duration of the loss. For fixed income semsgjtmanagement considers its intent to se
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 sellanagement evaluates whether credit loss is
component of the impairment. If so, that portiomeisorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss)tif®nine months ended September 30, 2014 , othertdmporary impairments of $14
million were recognized on securities in the NDTEuAny subsequent recoveries in the value of teesarities would be recognized in
Accumulated Other Comprehensive Income (Loss) srtles securities are sold, in which case, any wainld be recognized in income. The
assessment of fair market value compared to cegtpbed on a weighted average basis taking into@att various purchase dates and initial
cost of the securities.

Rabbi Trust

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

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

As of September 30, 2014
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 12 % 1C $ — $ 22
Debt Securities
Government Obligations 88 1 — 89
Other Debt Securities 75 1 — 76
Total Debt Securities 163 2 — 165
Other Securities 1 — — 1
Total Rabbi Trust Available-for-Sale Securities $ 17¢ $ 12 % — % 18¢
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As of December 31, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 14 3 9 % — $ 23
Debt Securities

Government Obligations 10¢ — 2 107

Other Debt Securities 46 1 Q) 46
Total Debt Securities 15t 1 ©) 158
Other Securities 3 — — 3
Total Rabbi Trust Available-for-Sale Securities $ 17z $ 1C $ 3 $ 17¢

The amounts in the preceding tables do not inctadeivables and payables for Rabbi Trust Fund actims which have not settled at the enc
of each period. Such amounts are included in ActoBeceivable and Accounts Payable on the Conddébeesblidated Balance Sheets as

shown in the following table.

As of As of
September 30, December 31,
2014 2013
Millions
Accounts Receivable $ 2 3 1
Accounts Payable $ 1 % 2

The following table shows the value of securitie¢hie Rabbi Trust Fund that have been in an uesghloss position for less than 12 months
and greater than 12 months.

As of September 30, 2014 As of December 31, 2013

Equity Securities (A)
Debt Securities
Government Obligations (B)
Other Debt Securities (C)
Total Debt Securities

Rabbi Trust Available-for-Sale
Securities

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

$ — 3 — $ — 3 — $ — 3 — $ — 3 =
26 — — — 47 2 2 —

25 — — — 18 (D] 1 —

51 — — — 65 3 3 —

51 — $ — 3 — $ 68 % (3 % 3 9 —

(A)

primarily in common stocks within a broad rangenofustries and sectors.

(B)

Equity Securities—Investments in marketableiggsecurities within the Rabbi Trust Fund areotigh a mutual fund which invests

Debt Securities (Government)—Unrealized losse®SEG’s Rabbi Trust investments in United Stateasury obligations and

Federal Agency mortgage-backed securities wereedan interest rate changes. Since these invessraemguaranteed by the




United States government or an agency of the UiStates government, it is not expected that theseriies will settle for less th,
their amortized cost basis, since PSEG does rendnio sell
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nor will it be more-likely-than-not required to E*SEG does not consider these securities toher-tihan-temporarily impaired as
of September 30, 2014 .

© Debt Securities (Corporate)—PSEG’s investmantorporate bonds are primarily in investmentgraecurities. It is not expected
that these securities would settle for less thair imortized cost. Since PSEG does not intendltdrese securities nor will it be
more-likely-than-not required to sell, PSEG doesaumsider these debt securities to be other-tharporarily impaired as of
September 30, 2014 .

The proceeds from the sales of and the net reafjaat (losses) on securities in the Rabbi TrustRuere:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Millions
Proceeds from Rabbi Trust SalegA) $ 41¢ % 13 % 445 3 77
Net Realized Gains (Losses) on Rabbi Trust:
Gross Realized Gains $ 2 $ — % 4 $ 4
Gross Realized Losses 2 — €)] 3
Net Realized Gains (Losses) on Rabbi Trust $ — % — % 1 3 1
(A) Includes activity in accounts related to the liguidn of funds being transitioned to new mana

Gross realized gains and gross realized losselwsistin the preceding table were recognized ireOftcome and Other Deductions,
respectively, in the Condensed Consolidated Stateswd Operations. Net unrealized gains of $7 onill{after-tax) were a component of
Accumulated Other Comprehensive Loss on the Corde@snsolidated Balance Sheets as of Septemb20388,. The Rabbi Trust available-
for-sale debt securities held as of September @D4 Bad the following maturities:

Time Frame Fair Value
Millions

Less than one year $ —
1-5years 51
6 - 10 years 28
11 - 15 years 7
16 - 20 years 7
Over 20 years 72
Total Rabbi Trust Available-for-Sale Debt Securities $ 16&

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

PSEG periodically assesses individual securitiessetair value is less than amortized cost to déter whether the investments are
considered to be other-than-temporarily impairext. deuity securities, the Rabbi Trust is invested commingled indexed mutual fund. Due
to the commingled nature of this fund, PSEG doadawge 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 expectezbvery. In those cases where a sale is expectgdmgoairment would be recorded through
earnings. For fixed income securities where thereiintent to sell or likely requirement to selanagement evaluates whether credit loss is
component of the impairment. If so, that portiomésorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss).dadsessment of fair market value compared to cegied on a weighted average bi
taking into account various purchase dates anidlicibst of the securities.
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The fair value of assets in the Rabbi Trust reléadedSEG, Power and PSE&G are detailed as follows:

As of As of
September 30, December 31,

2014 2013

Millions

Power $ 4 $ 39
PSE&G 4C 42
Other 104 98
Total Rabbi Trust Available-for-Sale Securities $ 18¢ $ 17¢

Note 7. Pension and Other Postretirement BenefitOPEB)

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

Pension and OPEB costs for PSEG, except for Seareajetailed as follows:

Pension Benefits OPEB Pension Benefits OPEB
Three Months Endec Three Months Endec Nine Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
201« 2013 201« 2013 2014 2013 2014 2013
Millions
Components of Net Periodic
Benefit Cost
Service Cost $ 26 $ 29 $ 5 % 6 % 78 % 87 $ 14 % 16
Interest Cost 58 54 18 15 17¢€ 161 52 47
Expected Return on Plan Assets (99 (87) @) (6) (299) (2617) (20 (16)
Amortization of Net
Prior Service Cost (Credit) (5) 5) 4 4 (14) (14 (11 (12)
Actuarial Loss 14 47 6 11 42 141 18 32
Total Benefit Costs $ 6 $ 38 % 18 $ 22 $ @17 $ 114 % 53 § 68
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Pension and OPEB costs for Power, PSE&G and PS&ifiés subsidiaries, except for Servco, are detaitefbllows:

Pension Benefits OPEB Pension Benefits OPEB

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

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

2014 2013 2014 2013 2014 2013 2014 2013

Millions

Power $ 2 $ 11 $ 5 $ 6 $ B $ 33 % 15 $ 17
PSE&G 4) 23 12 16 (14) 68 35 49
Other — 4 1 — 2 13 3 2
Total Benefit Costs $ 6) $ 38 % 18 $ 22§ 17 $ 114 $ 53 ¢ 68

PSEG does not anticipate making any significantrdautions into its pension plan during 2014. Hoeeduring the three months ended
March 31, 2014 , PSEG contributed its entire plancentribution for the year 2014 of $14 millionarits postretirement healthcare plan.

Servco Pension and OPEB

At the direction of LIPA, effective January 1, 20Bkrvco established benefit plans that providestsulially the same benefits to its employ
as those previously provided by National Grid EiecServices LLC (NGES), the predecessor T&D systeamager for LIPA. Since the vast
majority of Servco's employees had worked under NGER:.D operations services arrangement with LIPAS0o's plans provide certain of
those employees with pension and OPEB vested dmditior years' services earned while workingMBES. The benefit plans cover all
employees of Servco for current service. UndeiQBd, all of these and any future employee benefitsare to be funded by LIPA. See Note
3. Variable Interest Entities (VIES) . These obfigas, as well as the offsetting long-term recelgabre separately presented on the Condens
Consolidated Balance Sheet of PSEG.

Servco amounts are not included in any of the gliegepension and OPEB benefit cost disclosuressiBerand OPEB costs of Servco are
accounted for according to the OSA. Servco recagneéxpenses for contributions to its pension plasts and for OPEB payments made to
retirees. Operating Revenues are recognized faethiursement of these costs. The pension-retatashues and costs for the three months
and nine months ended September 30, 2014 were #inrand $67 million , respectively. Servco hastributed its entire planned
contribution amount to its pension plan trustsag2014 . There were no OPEB-related revenues @@meosts incurred for the three months
and nine months ended September 30, 2014 .

Note 8. Commitments and Contingent Liabilities

Guaranteed Obligations

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

Power has unconditionally guaranteed paymentsuateoparties by its subsidiaries in commodity-mediatransactions in order to
° support current exposure, interest and other @rstaims due and payable in the ordinary coursesihbss, ar

° obtain credi

Under these agreements, guarantees cover lingsdif between entities and are often reciprocalaiture. The exposure between
counterparties can move in either direction.
In order for Power to incur a liability for the fa@alue of the outstanding guarantees, its sulvgdiavould have to

° fully utilize the credit granted to them by eveguaterparty to whom Power has provided a guaraata
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° 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 exposugsteof the net of accounts receivable and
accounts payable and the forward value on operios;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 commaodity prices can have a materiah@tngn collateral requirements under such contradtich are posted and received
primarily in the form of cash and letters of cre@ibwer also routinely enters into futures andamsitransactions for electricity and natural gas
as part of its operations. These futures contratslly require a cash margin deposit with broketsch can change based on market
movement and in accordance with exchange rules.

In addition to the guarantees discussed above, Poagealso provided payment guarantees to thirdegasn behalf of its affiliated companies.
These guarantees support various other non-comynaditted contractual obligations.

The face value of Power's outstanding guaranteesemt exposure and margin positions as of Septe8the€2014 and December 31, 2013 are
shown as follows:

As of As of
September 30, December 31,
2014 2013
Millions
Face Value of Outstanding Guarantees $ 1,71¢  $ 1,63¢
Exposure under Current Guarantees $ 22z $ 24¢€
Letters of Credit Margin Posted $ 136 $ 132
Letters of Credit Margin Received $ 17 % 25
Cash Deposited and Received:
Counterparty Cash Margin Deposited $ — $ =
Counterparty Cash Margin Received $ (25) $ —
Net Broker Balance Deposited (Received) $ 27t $ 80
In the Event Power were to Lose its Investment &adting:

Additional Collateral that could be Required $ 851 $ 691
Liquidity Available under PSEG’s and Power’s Crdeticilities to Post Collateral $ 3,51¢ $ 3,522
Additional Amounts Posted:

Other Letters of Credit $ 45 $ 45

As part of determining credit exposure, Power netgivables and payables with the correspondingmergy contract balances. See Note 10.
Financial Risk Management Activities for furthesdission. In accordance with PSEG's accountingyolihere it is applicable, cash
(received)/deposited is allocated against derieatisset and liability positions with the same cerparty on the face of the Balance Sheet. Th
remaining balances of net cash (received)/depoaited allocation are generally included in AccauRtaiyable 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 ofstn@greements allow the counterparty to demanldeuperformance assurance. See
preceding table.

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 CFTC-approved swap data repgsPSEG continues to monitor developments in théaaas the CFTC considers additional
requirements such as a new position limits rulepforsical commodity futures contracts and swapsat@economically equivalent to those
contracts.
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In addition to amounts for outstanding guaranteegent exposure and margin positions, PSEG ancePbad posted letters of credit to
support Power's various other non-energy contrhanenvironmental obligations. See precedingetabl

Environmental Matters
Passaic River

Historic operations of PSEG companies and the dipesaof hundreds of other companies along thedfassid Hackensack Rivers are allegec
by Federal and State agencies to have dischardpstasitial contamination into the Passaic River/Né&vizay Complex in violation of various
statutes as discussed as follows.

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

In 2002, the U.S. Environmental Protection AgerielPA) determined that a 1hie stretch of the lower Passaic River from NewarClifton,
New Jersey is “Super Fund” site under CERCLA. This designatidowat the EPA to clean up such sites and to congsglansible parties to
perform cleanups or reimburse the government fearalps led by the EPA.

The EPA further determined that there was a ne@étiorm a comprehensive study of the entire 1Tesvif the lower Passaic River. PSE&G
and certain of its predecessors conducted opesatibproperties in this area of the Passaic RiMee.properties included one operating electri
generating station (Essex Site), which was transfieio Power, one former generating station andffmuner manufactured gas plant (MGP)
sites.

In early 2007, 73 Potentially Responsible PartitRFs), including Power and PSE&G, formed a Cooppey&arties Group (CPG) and agreed
to assume responsibility for conducting a Remddiadstigation and Feasibility Study (RI/FS) of themiles of the lower Passaic River At
such time, the CPG also agreed to allocate thecimded costs of the RI/FS among the members o€#@ on the basis of a mutually agreed
upon formula. For the purpose of this allocatiqggpraximately seven percent of the RI/FS costs wlemmed attributable to PSE&G’s former
MGP sites and approximately one percent was at&ribto Power’s generating stations. These allogatawe not binding on PSE&G or Power
in terms of their respective shares of the costswlil be ultimately required to remediate therifes of the lower Passaic River. Power has
provided notice to insurers concerning this potdriaim.

The CPG, which consisted of 61 members as of SdmeB0, 2014, continues to conduct the RI/FS ardpected to be completed by the first
quarter of 2015 at an estimated cost of approxiipm&E36 million . Of the estimated $136 millions af August 31, 2014 , the CPG Group hac
spent approximately $124 million , of which PSE®I share had been approximately $9 million .

In June 2008, the EPA and Tierra Solutions, In@rf&) and Maxus Energy Corporation (Maxus) entémémlan early action agreement
whereby Tierra and Maxus agreed to remove a podidhe heavily dioxin-contaminated sediment loddtethe lower Passaic River. The
portion of the Passaic River identified in thisegmnent was located immediately adjacent to Tieraaulld’ predecessor company’s (Diamond
Shamrock) facility. Pursuant to the agreement betwte EPA, Tierra and Maxus, the estimated coghfowork to remove the sediment in
this location was $80 million . Phase | of the reradovork has been completed. Pursuant to this agget Tierra/Maxus have reserved their
rights to seek contribution for these removal cérsis the other PRPs, including Power and PSE&Gs agreement and the work undertaken
pursuant to the action agreement has no impadi@altimate remedy that the EPA will select for tamediation of the 17 mile stretch of the
lower Passaic River.

In 2012, Tierra and Maxus withdrew from the CPG egfdsed to participate as members going forwatterahan in respect of their obligati
to fund the EPA’s portion of its RI/FS oversighst At such time, the remaining members of the dR@greement with the EPA,
commenced the removal of certain contaminated sausrat Passaic River Mile 10.9 at an estimatetaf&g25 million to $30 million .
PSEG's share of the cost of that effort is appr@taty three percent . The remaining CPG members teserved their rights to seek
reimbursement from Tierra/Maxus for the costs efRiver Mile 10.9 removal.

On April 11, 2014, the EPA released its revisedcled Feasibility Study” (FFS) which contemplatesremoval of 4.3 milliorcubic yards o
sediment from the bottom of the lower eighites of the 17 mile stretch of the Passaic Rilat had originally been designated as a Super
site. The FFS sets forth various alternatives danediating this portion of the Passaic River. TRAE estimated costs to remediate the lower
eight miles of the Passaic River range from $388anifor a targeted remedy to $3.25 billion fodeep dredge of this portion of the Passaic
River. The EPA also identified in the FFS its pregd alternative, which would involve dredging tinger bank to bank and installing an
engineered cap. The estimated cost in the FF3sfpréferred alternative is $1.7 billion . No prmignal cost allocation has been made by the
CPG for the work contemplated by the draft FFS, thiedvork contemplated by the FFS is not subjeti¢ocCPG’s cost sharing allocation
agreed to in connection with the removal work fardR Mile 10.9 or in connection with the conducttbé RI/FS.
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The draft FFS was subject to a public comment pedaad remains subject to the EPA’s response tareemts submitted, a design phase and
least an estimated five years for completion ofutloek. The public comment period on the draft Fi&ed on August 21, 2014. Over 300
comments were submitted by a variety of entitieepially impacted by the FFS, including the CPRa@lividual companies, municipalities,
public officials, citizens groups, Amtrak, NJ Tr#rend others. The EPA will consider the commeatsived prior to issuing a Record of
Decision (ROD) of a selected remedy for the lowighemiles. The EPA has broad authority to impletienselected remedy through the R
and PSEG cannot at this time predict how the implesation of the ROD might impact Power's and PSE&@Eimate liability.

Based on the facts and circumstance known atithis and calculated in reference to the EPA esérmat forth in the FFS for its preferred
remedy, Power and PSE&G believe that their respestiares of the costs to clean up the Passaic Wilvde immaterial. However, until (i)
the RI/FS is completed, (ii) a final remedy is detmed by the EPA or through litigation, (iii) Pomaend PSE&G’s respective share of the
costs, both in the aggregate as well as indivigiualle determined, and (iv) PSE&G’s continued gbtlh recover the costs in its rates is
determined, it is not possible to predict this m@stultimate impact on our financial statements.

New Jersey Spill Compensation and Control Act ($pitt)

In 2005, the New Jersey Department of Environmdntatection (NJDEP) filed suit in the New Jersep@&ior Court seeking damages and
reimbursement for costs expended by the State wf 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 wéled against some 320 third party
defendants, including Power and PSE&G, claiming daah of the third party defendants is respongdylés proportionate share of the clean-
up costs for the hazardous substances it alleghsitharged into the Passaic River and the Newayk@smplex. Power and PSE&G are
alleged to have owned, operated or contributedttdad of 11 sites or facilities that impacted thegater bodies. The third party complaints
sought statutory contribution and contribution unithe Spill Act to recover past and future rema@dts and damages. In December 2013, th
Court approved a settlement of the entire thirdypaction. Power and PSE&G's contributions to titlement, either individually or in the
aggregate, were immaterial.

Natural Resource Damage Claims

In 2003, the NJDEP directed PSEG, PSE&G and 5& &tR®s to arrange for a natural resource damagssaaent and interim compensatory
restoration of natural resource injuries alongltiveer Passaic River and its tributaries pursuaniiéoSpill Act. The NJDEP alleged that
hazardous substances had been discharged frons$lea Eite and the Harrison Site. The NJDEP estartagecost of interim natural resource
injury restoration activities along the lower Pas$iver at approximately $950 million . In 200geacies of the United States Department of
Commerce and the United States Department of tieeidn (the Passaic River federal trustees) set@rteto PSE&G and other PRPs inviting
participation in an assessment of injuries to rettesources that the agencies intended to perlor@008, PSEG and a number of other PRPs
agreed to share certain immaterial costs the gadtave incurred and will incur going forward, amavork with the trustees to explore whethel
some or all of the trustees’ claims can be resolnedcooperative fashion. That effort is contimquiRSEG is unable to estimate its portion of
the possible loss or range of loss related torttatter.

Newark Bay Study Area

The EPA has established the Newark Bay Study Avbgh it defines as Newark Bay and portions oftaezkensack 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 owne8&B¢ 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 phast@ftudy have been received but PSEG ha
not consented to fund the third phase. Power arfitREBSare unable to estimate their portion of thegilde loss or range of loss related to this
matter.

MGP Remediation Program

PSE&G is working with the NJDEP to assess, invastigand remediate environmental conditions abitmér MGP sites. To date, 38 sites
requiring some level of remedial action have bekemiified. Based on its current studies, PSE&Gdwermined that the estimated cost to
remediate all MGP sites to completion could rangvieen $452 million and $524 million through 203ince no amount within the range is
considered to be most likely, PSE&G has recordiabdity of $452 million as of September 30, 201@f this amount, $75 million was
recorded in Other Current Liabilities and $377 millwas reflected as Environmental Costs in Norendrtiabilities. PSE&G has recorded a
$452 million Regulatory Asset with respect to thegsts. PSE&G periodically updates its studiesiglmnto account any new regulations or
new information which could impact future remediatcosts and adjusts its recorded liability acouytyi.
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Prevention of Significant Deterioration (PSD)/New 8urce Review (NSR)

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

In 2009, the EPA issued a naotice of violation tavE@oand the other owners of the Keystone coal-filadt in Pennsylvania, alleging, among
other things, that various capital improvement @ct§ were completed at the plant which are consitlerodifications (or major modifications)
causing significant net emission increases of PERMir pollutants, beginning in 1985 for Keystormatll and in 1984 for Keystone Unit 2.
The notice of violation states that none of theselifitations underwent the PSD/NSR permitting psscgrior to being put into service, which
the EPA alleges was required under the CAA. The&aatf violation states that the EPA may issue @®iorequiring compliance with the
relevant CAA provisions and may seek injunctivéefednd/or civil penalties. Power owns approxima&3% of the plant. Power cannot
predict the outcome of this matter.

Hazardous Air Pollutants Regulation

I n accordance with a ruling of the U.S. Court of Aals of the District of Columbia (D.C. Court), tBPA published a Maximum Achievable
Control Technology (MACT) regulation in Februaryl20 These Mercury Air Toxics Standards (MATS) asleesluled to go into effect on
April 16, 2015 and establish allowable emissioreleor mercury as well as other hazardous aiupeits pursuant to the CAA. In February
2012, members of the electric generating industied fa petition challenging the existing sourceibladl Emission Standard for Hazardous Air
Pollutants (NESHAP), new source NESHAP and the [Sewrce Performance Standard (NSPS). In March ZBSEG filed a motion to
intervene with the D.C. Court in support of the Efi#nplementation of MATS. In April 2014, the D.Court denied all petitions for review of
the existing source NESHAP. Several parties, inoly@1 states, have filed petitions for review witle U.S. Supreme Court.

Power believes that it will not be necessary ttathginy material controls at its New Jersey féieidi. Additional controls are being installed 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 systems at Power’s jointly owned coadigenerating facility at Conemaugh in Pennsylvariis installation is expected to be
operational in the first quarter of 2015. Poweln'ars of this investment is approximately $110 il

Nitrogen Oxide (NO x) 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 controlstbe retirement of up to 86 combustion turbinggp(aximately 1,750 MW) by May 30, 2015.
R etirement natifications for the combustion turbitmase been submitted to PJM Interconnection L.KFIM). PIM was notified that the
Salem Unit 3 combustion turbine will no longer baitable as a capacity resource and will be traorséd to an emergency generator for site
use only. Based upon Power’s recently-completetlatians of its steam electric generation unitsiramaterial investment will be required to
consistently reduce Ngemissions below required limits beginning on MayQ15.

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 order to reneesthpermits, but allow a plant to continue to oggr@n owner or operator must fils
permit application no later than six months primekpiration of the permit. States with delegatedkefal authority for this program manage
these permits. The New Jersey Department of Enwiesrial Protection manages the permits under the Ndesey Pollutant Discharge
Elimination System (NJPDES) program. Connecticut ew 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 fale8). In 2001, the NJDEP issued a
renewed NJPDES permit for Salem, expiring in JWQ&, allowing for the continued operation of Saleith its existing cooling water intake
system. In February 2006, Power filed with the NPQErenewal application allowing Salem to continperating under its existing NJPDES
permit until a new permit is issued.

In October 2013, the Delaware Riverkeeper Netwoik several other environmental groups filed a laiewithe Superior Court in New Jersey
seeking to compel the NJDEP to take action on Pewending application for permit renewal at Salem
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either by denying the application or issuing a ti@f public comments. At the NJDEP's request,cdse was transferred to the Appellate
Division in December 2013. Power is unable to pretitie outcome of this proceeding.

On May 19, 2014, the EPA issued a final rule tistalalishes new requirements for the regulatioroofing water intake structures at existing
power plants and industrial facilities with a desftpw of more than two million gallons of wateempday. On August 15, 2014, the EPA
established October 14, 2014 as the effective fdateach state to implement the provisions of the going forward when considering the
renewal of permits for existing facilities on a edxy case basis. On September 5, 2014, severabamantal non-governmental groups and
certain energy industry groups filed motions tmyéite the provisions of the rule. This case is pemdt the U.S. Fourth Circuit Court of
Appeals. Power is unable to determine the ultinragact of these actions on the implementation efrtie.

State permitting decisions could have a materigkiot on Power’s ability to renew permits at itgkronce-through cooled plants, including
Salem, Hudson, Mercer, Bridgeport and possibly $ewand New Haven, without making significant uglgsto existing intake structures
cooling systems. The costs of those upgrades t@om®re of Power’s once-through cooled plants wdagd material, and would require
economic review to determine whether to continuerations at these facilities. For example, in P&vapplication to renew its Salem permit,
filed with the NJDEP in February 2006, the estirdatests for adding cooling towers for Salem wengragpimately $1 billion , of which
Power’s share would have been approximately $5Mtomi The filing has not been updated. Currenplgtential costs associated with any
closed cycle cooling requirements are not includdéower’s forecasted capital expenditures.

Power is unable to predict the outcome of thesmipiéng decisions and the effect, if any, that tinegy have on Power's future capital
requirements, financial condition or results of @pens.

Basic Generation Service (BGS) and Basic Gas Sup@ervice (BGSS)

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

Power seeks to mitigate volatility in its resulisdontracting in advance for the sale of most ®itticipated electric output as well as its
anticipated fuel needs. As part of its objectivewBr has entered into contracts to directly supi¥&G and other New Jersey electric
distribution companies (EDCs) with a portion ofithespective BGS requirements through the NeweJelB$5S 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( 0.0838¢ 0.0921¢ 0.0973¢

(A) Prices set for the 2014 BGS auction year becaneetafé on June 1, 2014 when the 2011 BGS auctioczeatents expire

PSE&G has a full requirements contract with Poweneet the gas supply requirements of PSE&G’s ga®mers. Power has entered into
hedges for a portion of these anticipated BGSSyahtins, as permitted by the BPU. The BPU pernfB&&G to recover the cost of gas
hedging up to 115 billion cubic feet or 80% ofrésidential gas supply annual requirements thrabgiBGSS tariff. Current plans call for
Power to hedge on behalf of PSE&G approximatelpilidon cubic feet or 50%f its residential gas supply annual requirements.additiona
information, see Note 17. Related-Party Transastion

Minimum Fuel Purchase Requirements

Power’s nuclear fuel strategy is to maintain certavels of uranium and to make periodic purchasesipport such levels. As such, the
commitments referred to in the following table niaglude estimated quantities to be purchased tatte from contractual nominal
guantities. Power’s nuclear fuel commitments camsroximately 100% of its estimated uranium,
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enrichment and fabrication requirements through728id a significant portion through 2018 at Salelope Creek and Peach Bottom.

Power has various long-term fuel purchase commitsnm coal through 2018 to support its fossil getien stations and for firm
transportation and storage capacity for natural gas

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

As of September 30, 2014 , the total minimum puseh&quirements included in these commitments a&fellows:

Power's Share of
Commitments through
Fuel Type 2018
Millions
Nuclear Fuel
Uranium $ 45(
Enrichment $ 36¢
Fabrication $ 174
Natural Gas $ 877
Coal $ 367

Regulatory Proceedings
FERC Compliance

In the first quarter of 2014, Power discovered thatcorrectly calculated certain components sfdbst-based bids for its New Jersey fossil
generating units in the PJM energy market. PSE@iembthe FERC, PJM and the PJM Independent Maviatitor (IMM) of this issue.
During the three months ended March 31, 2014 , Posedrded a charge to income in the amount ofriflton related to these findings for
these past errors based upon its best estimatialateaat the time. PSEG cannot provide any assestiat the total liability associated with
this matter will not increase or decrease oveitheunt recorded.

Upon discovery of the errors, PSEG retained outsidmsel to assist in the conduct of an investgeaitito the matter. As the investigation
proceeded, additional pricing errors in the bidsendentified and it was further determined that ¢juantity of energy that Power offered into
the energy market for its fossil peaking unitsefi#d from the amount for which Power was compeddatéhe capacity market for those units.
PSEG informed the FERC, PJM and the IMM of thegditehal issues, and has corrected these erromgeiPis also in the process of
implementing procedures to help mitigate the riskimilar issues occurring in the future.

On September 2, 2014, the FERC Staff verbally mi PSEG that they have initiated a preliminary-poblic staff investigation into the
matter. This investigation could result in the FES&&king disgorgement of any over-collected amount8 penalties and non-financial
remedies. It is not possible at this time to reabbnestimate the ultimate impact or predict arguléng penalties, other costs associated with
this matter, or the applicability of mitigating facs. It is possible that Power will incur additadhosses, and that such losses may be material
but PSEG cannot at the current time estimate thmuatror range of any additional losses.

New Jersey Clean Energy Program

In June 2014, the BPU established the funding lfrdiscal year 2015 applicable to its Renewahhegy and Energy Efficiency programs.
The fiscal year 2015 aggregate funding for all ERC$345 million with PSE&G's share of the fundetgb200 million . PSE&G has a current
liability of $185 million as of September 30, 20fb4 its outstanding share of the fiscal year 2048 semaining fiscal year 2014 funding. The
liability is reduced as normal payments are made. liability has been recorded with an offsettiregRlatory Asset, since the costs associatel
with this program are recovered from PSE&G ratemmatteough the Societal Benefits Charge (SBC).
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Superstorm Sandy

In late October 2012, Superstorm Sandy causedseaenage to PSE&G's T&D system throughout its serigrritory as well as to some of
Power's generation infrastructure in the northemt pf New Jersey. Strong winds and the resultingts surge caused damage to switching
stations, substations and generating infrastructure

Power had incurred $79 million and $85 million tdren-related expense in 2013 and 2012 , respegtipeimarily for repairs at certain
generating stations in Power's fossil fleet. Trassts were recognized in O&M Expense, offset by #bon and $19 million of insurance
recoveries in 2013 and 2012 , respectively.

Power incurred an additional $4 million and $23liavil for the three months and nine months endede®aper 30, 2014 , primarily for repairs
at certain generating stations in Power's fossdtfl

PSEG maintains insurance coverage against losznoage to plants and certain properties, subjexr@in exceptions and limitations, to the
extent such property is usually insured and instgas available at a reasonable cost. As previaeglgrted, PSEG is seeking recovery fron
insurers for the property damage resulting fromeBsiorm Sandy, above its self-insured retentioogdver, no assurances can be given
relative to the timing or amount of such recovenyJune 2013, PSEG, Power and PSE&G filed suitémNersey state court against its
insurance carriers seeking an interpretation thafrisurance policies cover their losses resuftimgn damage caused by Superstorm Sandy's
storm surge. In that lawsuit, PSEG stated thastsnate of the total costs related to damageditfasiwas approximately $426 million . Of
these costs, $364 million and $62 million relaedower and PSE&G, respectively. In August 2018, itisurance carriers filed an answer in
which they denied most of the allegations mad&énG@omplaint. In April 2014, PSEG notified the iremuce carriers of a revised estimate of
$579 million for total costs related to damagedlifées, of which $484 million and $95 million reted to Power and PSE&G, respectively.
Discovery in the case has been completed. On OciI#914, both parties filed cross-motions for swary judgment. We cannot predict the
outcome of this proceeding.

Note 9. Changes in Capitalization

The following capital transactions occurred in tivee months ended September 30, 2014 :

Power

° paid cash dividends of $775 milliaa PSEC

PSE&G

° issued $250 million of 1.80% Secured Medium-TerntedpSeries | due June 2019

° issued $250 million of 4.00% Secured Medium-TerntedpSeries | due June 2044

° issued $250 million of 2.00% Secured Medium-TernespSeries J due August 2019
° issued $250 million of 3.15% Secured Medium-TerntedpSeries J due August 2024
° paid $250 million of 0.85% Secured Mediuferm Notes at maturit

° paid $250 million of 5.00% Secured Mediuferm Notes at maturit

° paid $164 millionof Transition Funding's securitization d¢

° paid $6 millionof Transition Funding II's securitization debt,

° received a $175 millionapital contribution from PSE

In October 2014, Power executed an extension oetter of credit backing $44 million of Pennsyhafconomic Development Financing
Authority Variable Rate Demand Bonds. The existatter of credit, which was scheduled to expirdNmvember 30, 2014 , has now been
extended through November 30, 2019.
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Note 10. Financial Risk Management Activities

The operations of PSEG, Power and PSE&G are expgogsedrket risks from changes in commodity pridetgrest rates and equity prices that
could affect their results of operations and firiahcondition. Exposure to these risks is manageoligh normal operating and financing
activities and, when appropriate, through hedgiaggactions. Hedging transactions use derivatisteiments to create a relationship in which
changes to the value of the assets, liabilitiesnticipated transactions exposed to market risk&apected to be offset by changes in the valu
of these derivative instruments.

Commodity Prices

The availability and price of energy commodities aubject to fluctuations due to various factarsluding but not limited to, weather,
environmental policies, changes in supply and deinstate and federal regulatory policies, marketdmns and transmission availability.
Power uses physical and financial transactioneeénatholesale energy markets to mitigate the effefcéglverse movements in fuel and
electricity prices. Derivative contracts that da goalify for hedge accounting or normal purchasashal sales treatment are marked to me
with changes in fair value recorded in the Constéd Statements of Operations. The fair valueHfembajority of these contracts is obtained
from quoted market sources. Modeling techniquesguassumptions reflective of current market ratedd curves and forward prices are usec
to interpolate certain prices when no quoted maskedts.

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

° forecasted energy sales from its generation stato the related load obligatic
° the price of fuel to meet its fuel purchase requiats, an
° certain forecasted natural gas sales and purch@ses to support the BGSS contract with PSE

These derivative transactions are designated dadtiek as cash flow hedges. During the secondtguaf 2012, Power de-designated certain
of its commodity derivative transactions that hagMpusly qualified as cash flow hedges as theyevdeemed to no longer be highly effective
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 earniradier than deferring any such amounts in Accuredl@ther Comprehensive Income (Lo
The fair values of Power’s de-designated hedgee Weren in Accumulated Other Comprehensive Inc@oss) as the original forecasted
transactions are still expected to occur and aflassified into earnings as the original derivatiamsactions settle.

As of September 30, 2014 and December 31, 2018fathvalue and the impact on Accumulated Othanf@@hensive Income (Loss)
associated with accounting hedge activity wereolswis:

As of As of
September 30, December 31,
2014 2013
Millions
Fair Value of Cash Flow Hedges $ 3 3 (@)
Impact on Accumulated Other Comprehensive Inconosg).(after tax) $ 2 9 (1)

The expiration date of the longest-dated cash fledge at Power is in June 2015 . Power’s remaidzhmillion of after-tax unrealized gains
on these derivatives is expected to be reclasdifiedrnings during the next 12 months. There waiseffectiveness associated with qualify
hedges as of September 30, 2014 .

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 fluctuatiosnsammodity prices and optimize the value of itpanted generation. Trade types include
financial options, futures, swaps, fuel purchasesfarward purchases and sales of electricity. @barnn fair market value of these contracts
are recorded in earnings. PSE&G is a party to itelvag-term natural gas sales contracts to opgntiz pipeline capacity utilization. These
natural gas contracts qualify as derivatives ardaarked to fair market value with the offset releal to Regulatory Assets and Liabilities.
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Interest Rates

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

Fair Value Hedges

PSEG enters into fair value hedges to convert foatd debt into variable-rate debt. As of Septen®®r2014 , PSEG had interest rate swaps
outstanding totaling $850 million . These swapsveshPower’s $300 million of 5.5% Senior Notes december 2015, $300 million of
Power’s $303 million of 5.32% Senior Notes due 8efiter 2016 and Power’s $250 million of 2.75% SeNiotes due September 2016 into
variable-rate debt. These interest rate swapsemigithted and effective as fair value hedges. ainedlue changes of the interest rate swaps
are fully offset by the changes in the fair valfi¢ghe underlying forecasted interest payments efdbbt. As of September 30, 2014 and
December 31, 2013, the fair value of all the ulyiley hedges was $26 million and $38 million , restively.

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 valble-rate debt instruments. The Accumulated OBwnprehensive Income (Loss) (after tax)
related to interest rate derivatives designatethab flow hedges was less than $(1) million and S(llion as of September 30, 2014 and
December 31, 2013, respectively.

Fair Values of Derivative Instruments

The following are the fair values of derivativetmsnents on the Condensed Consolidated BalancesSHAd® following tables also include
disclosures for offsetting derivative assets aalilities which are subject to a master nettingiovilar agreement. In general, the terms of the
agreements provide that, in the event of an earlyination, the counterparties have the right featfamounts owed or owing under that and
any other agreement with the same counterpartyoaegly, and in accordance with our accountingqylthese positions have been offset in
the Condensed Consolidated Balance Sheets of PB8E&G and PSEG. The following tabular disclosuresdnot include the offsetting of
trade receivables and payables.

As of September 30, 2014
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 $ 4 $ 517 $ (47) $ 50 $ 5 % 16 $ 71
Noncurrent Assets — 16€ (155) 11 8 1C 29
Total Mark-to-Market
Derivative Assets $ 4 9 68 $ (620 $ 61 $ 13 26 $ 10C
Derivative Contracts
Current Liabilities $ @ $ (702) $ 594 $ (109 $ — 3 — % (109
Noncurrent Liabilities — (17%) 13¢ (37 — — (37
Total Mark-to-Market
Derivative (Liabilities) $ @ $ 877) $ 73z $ (146) $ — % — 3 (14€)
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 3 % (1949 $ 106 $ (89 $ 13 8 26 $ (46)
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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 $ — $ 32 $ (266) $ 57 $ 25 % 16 $ 98
Noncurrent Assets — 15& (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) $ — 3 — % (76)
Noncurrent Liabilities — (117 8C (3D — — (31)
Total Mark-to-Market
Derivative (Liabilities) $ 4 $ (4549 $ 351 $ (107) $ — 3 — $ (207)
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 4 $ 24 $ 2 $ 22 % 94 $ 38 3 154
(A) Substantially all of Power's and PSEG's ddnrainstruments are contracts subject to mastiingeagreements. Contracts not subjec

to master netting or similar agreements are imrisdtend did not have any collateral posted or neztias of September 30, 2014 and
December 31, 2013 . PSE&G does not have any deevabntracts subject to master netting or sinalgreements.

(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 Condensed Consolidated Balance Shastsf September 30, 2014 and December 31, 20&8cash collateral (receive
paid of $106 million and $2 million , respectivelyere netted against the corresponding net devivatntract positions. Of the $106
million as of September 30, 2014 , $(12) milliord&(21) million of cash collateral was netted agaturrent assets and noncurrent
assets, respectively, and $135 million and $4 omillivere netted against current liabilities and morent liabilities, respectively. Of
the $2 million as of December 31, 2013, cash tai#d of $(3) million and $5 milliomvere netted against noncurrent assets and ¢
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 anddynterparty. These credit risk-related contindeatures stipulate that if Power were to be
downgraded or lose its investment grade creditgait would be required to provide additional atdiral. This incremental collateral
requirement can offset collateral requirementstedldo other derivative instruments that are assithsthe same counterparty, where the
contractual right of offset exists under applicati@ster agreements. Power also enters into comyntoditsactions on the New York
Mercantile Exchange (NYMEX) and IntercontinentacBange (ICE). The NYMEX and ICE clearing housesagatounterparties to each tre
Transactions on the NYMEX and ICE must adhere rogrehensive collateral and margin requirements.

The aggregate fair value of all derivative instratsewith credit risk-related contingent featuresiiliability position that are not fully
collateralized (excluding transactions on NYMEX d@dE that are fully collateralized) was $140 mifliand $91 million as of September 30,
2014 and December 31, 2013, respectively. As pfedaber 30, 2014 and December 31, 2013 , Powethieacbntractual right of offset of $31
million and $39 million , respectively, relatedderivative instruments that are assets with theesesanterparty under agreements and net of
margin posted. If Power had been downgraded oitkgivestment grade rating, it would have haditamithl collateral obligations of $109
million and $52 million as of September 30, 2014 &ecember 31, 2013, respectively, related tdetsvatives, net of the contractual right of
offset under master agreements and the applicafioallateral. This potential additional collatersiincluded in the $851 million and $691
million as of September 30, 2014 and December @132 respectively, discussed in Note 8. Commitsant Contingent Liabilities.
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The following shows the effect on the Condensedslidated Statements of Operations and on Accueali@ther Comprehensive Income

(AOCI) of derivative instruments designated as désh hedges for the three months ended Septenthez®.4 and 2013 .

Derivatives in
Cash Flow Hedging

Amount of Amount of Amount of
Pre-Tax Pre-Tax Pre-Tax
Gain (Loss) Gain (Loss) Location of Gain (Loss)
Recognized in Location Reclassified Pre-Tax Gain Recognized in
AOCI on of Pre-Tax Gain from AOCI (Loss) Recognized in Income on
Derivatives (Loss) Reclassified into Income Income on Derivatives
(Effective from AOCI into (Effective Derivatives (Ineffective
Portion) Income Portion) (Ineffective Portion) Portion)
Three Months Three Months Three Months
Ended Ended Ended

September 30,

September 30,

Relationships 2014 2013 2014 2013 2014 2013
Millions

PSEG

Energy-Related Contracts $ 3 $ 1 OperatingRevenues $ 1 $ 3 Operating Revenues $ $
Total PSEG $ 3 1 $ 1 3 $ — $ (1
Power

Energy-Related Contracts $ 3 $ 1 OperatingRevenues $ 1 $ 3 Operating Revenues $ — $ (1)
Total Power $ 3 % 1 $ 1 $ 3 $ — $ (O

September 30,

The following shows the effect on the CondensedsGlidated Statements of Operations and on Accuei@ther Comprehensive Income
(AOCI) of derivative instruments designated as désh hedges for the nine months ended Septembe2@®B! and 2013 .

Derivatives in
Cash Flow Hedging

Amount of Amount of Amount of
Pre-Tax Pre-Tax Pre-Tax
Gain (Loss) Gain (Loss) Location of Gain (Loss)
Recognized in Location Reclassified Pre-Tax Gain Recognized in
AOCI on of Pre-Tax Gain from AOCI (Loss) Recognized in Income on
Derivatives (Loss) Reclassified into Income Income on Derivatives
(Effective from AOCI into (Effective Derivatives (Ineffective
Portion) Income Portion) (Ineffective Portion) Portion)
Nine Months Nine Months Nine Months
Ended Ended Ended

September 30,

September 30,

Relationships 2014 2013 2014 2013 2014 2013
Millions

PSEG

Energy-Related Contracts $ (4) $ 1 Operating Revenues $ (11) $ 11 Operating Revenues $ — $ (1)
Interest Rate Swaps — Interest Expense (1) —

Total PSEG $ @ $ 1 $ (1) $ 10 $ — $ (1
Power

Energy-Related Contracts $ (4) $ 1 Operating Revenues $ (11) $ 11 Operating Revenues $ — $ (1)
Total Power $ 4 $ 1 $ (1) $ 11 $ — $ (D

September 30,
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The following reconciles the Accumulated Other Coefgnsive Income for derivative activity includedie Accumulated Other
Comprehensive Loss of PSEG on a pre-tax and afxebdsis.

Accumulated Other Comprehensive Income Pre-Tax After-Tax
Millions

Balance as of December 31, 2013 $ 4 $ 2
Net Loss Recognized in AOCI @) 4
Loss Reclassified into Income 12 7
Balance as of June 30, 2014 $ 1 3 1
Gain Recognized in AOCI 3 2
Gain Reclassified into Income (D) (D)
Balance as of September 30, 2014 $ 3 3 2

The following shows the effect on the CondensedsBlidated Statements of Operations of derivatiggrimments not designated as hedging

instruments or as normal purchases and salesddghthe months and nine months ended Septemb2038,and 2013 .

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

Pre-Tax Gain (Loss) Recognized in Income on

Derivatives Not Designated as Hedges on Derivatives Derivatives
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Millions

PSEG and Power

Energy-Related Contracts Operating Revenues $ 93 % 14 % (759 $ (32
Energy-Related Contracts Energy Costs (12 10 65 63
Total PSEG and Power $ 81 $ 24 $ (694 $ 31

Power’s derivative contracts reflected in the pditg tables include contracts to hedge the purchadesale of electricity and natural gas and
the purchase of fuel. Not all of these contrac@lifufor hedge accounting. Most of these contraressmarked to market. The tables above do
not include contracts for which Power has elechedniormal purchase/normal sales exemption, suith B&S contracts and certain other
energy supply contracts that it has with otheitigi and companies with retail load. In additiBSEG has interest rate swaps designated ¢
value hedges. The effect of these hedges was teeddterest expense by $5 million and $4 millionthe three month s and $15 million and
$14 million for the nine month s ended Septembe2BA4 and 2013 , respectively.
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The following reflects the gross volume, on an &liteovalue basis, of derivatives as of SeptembeRB04 and December 31, 2013 .

Type Notional Total PSEG Power PSE&G
Millions

As of September 30, 2014

Natural Gas Dth 341 — 271 64
Electricity MWh 32¢ — 32¢ —
Financial Transmission Rights (FTRS) MWh 21 — 21 —
Interest Rate Swaps U.S. Dollars 85( 85( — —
As of December 31, 2013

Natural Gas Dth 614 — 46€ 14¢
Electricity MWh 243 — 242 —
FTRs MWh 16 — 16 —
Interest Rate Swaps U.S. Dollars 85C 85C — —

Credit Risk

Credit risk relates to the risk of loss that we Wiancur as a result of non-performance by couradigs 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 rdgements under certain circumstances and the
use of standardized agreements, which allow fon#tgng of positive and negative exposures assstiaith a single counterparty. In the e\
of non-performance or non-payment by a major capaigy, there may be a material adverse impactawePs and PSEG’s financial
condition, results of operations or net cash flows.

As of September 30, 2014 , 99% of the credit expofar Power’s operations was with investment grealenterparties. Credit exposure is
defined as any positive results of netting accotsttsivable/accounts payable and the forward vafiwgpen positions (which includes all
financial instruments including derivatives and +d@rivatives and normal purchases/normal sales).

The following table provides information on Powettedit risk from others, net of cash collateralphSeptember 30, 2014 . It further
delineates that exposure by the credit rating efciunterparties and provides guidance on the otrat®n of credit risk to individual
counterparties and an indication of the qualitPofver’s credit risk by credit rating of the coupi@ties.

Securities Number of Net Exposure of
Current Held as Net Counterparties Counterparties
Rating Exposure  Collateral Exposure >10% >10%
Millions Millions
Investment Grade—External Rating  $ 89 $ 27 $ 77 2 9 52 (A)
Non-Investment GradeExternal Rating 1 — 1 — —
Investment Grade—No External Ratin 1 — 1 — —
Non-Investment Grade—No External
Rating — — — — —
Total $ 91 $ 27 $ 79 2 3 52

(A) Includes net exposure of $21 million with PS&&The remaining net exposure of $31 million ishnatnonaffiliated power purchaser
which is a regulated investment grade counterparty.

The net exposure listed in the preceding tablepme cases, will not be the difference betweertinent exposure and the collateral held. A
counterparty may have posted more cash collateaal the outstanding exposure, in which case thetddv
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be no exposure. When letters of credit have bestedas collateral, the exposure amount is notcestibut the exposure amount is transfe
to the rating of the issuing bank. As of Septen8#r2014 , Power had 136 active counterparties.

Note 11. Fair Value Measurements

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

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

Level 2—measurements include quoted prices forlaimassets and liabilities in active markets, gdqidces 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
September 30, 2014 , these consisted primariledan electric load contracts and long-term gampucontracts.

The following tables present information about P&;:Bower’s and PSE&G's respective assets andil{tiab) measured at fair value on a
recurring basis as of September 30, 2014 and Deme&ih 2013, including the fair value measuremantsthe levels of inputs used in
determining those fair values. Amounts shown foEBSnclude the amounts shown for Power and PSE&G.

43




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Table of Contents(UNAUDITED)

Recurring Fair Value Measurements as of September(3 2014

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) $ 667 $ — $ 667 $ — 3 —
Derivative Contracts:
Energy-Related Contracts (B) $ 74 $ (62¢) $ — 3 687 $ 13
Interest Rate Swaps (C) $ 26 $ — 3 — 8 26 % —
NDT Fund (D)
Equity Securities $ 88: $ — $ 87€ $ 7 % —
Debt Securities—Govt Obligations ~ $ 47z % — $ — 3 472 $ —
Debt Securities—Other $ 354 $ — % — 3 354 $ —
Other Securities $ 30 $ —  $ 30 % —  $ —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 22 3 — $ 22 $ — % —
Debt Securities—Govt Obligations $ 89 $ — 3 — 8 89 $ —
Debt Securities—Other $ 76 $ — % — 3 76 $ —
Other Securities $ 1 $ —  $ — $ 1 % —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (14¢) $ 73z $ — 3 (857) $ (22)
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 61 $ (62¢) $ — 3 687 $ =
NDT Fund (D)
Equity Securities $ 883 % — 3 87¢ $ 7 % =
Debt Securities—Govt Obligations $ 47z $ — 3 — 8 47z $ —
Debt Securities—Other $ 354 $ — % — $ 354 $ —
Other Securities $ 30 $ — 30 $ — % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — 3 5 $ — $ =
Debt Securities—Govt Obligations $ 21 % — 3 — 8 21 % —
Debt Securities—Other $ 18 $ — 3 — 3 18 $ —
Other Securities $ — 3 — 3 — $ — $ —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (146 $ 73z $ — 3 857 $ (22)
PSE&G
Assets:
Cash Equivalents (A) $ 292 % — $ 29 $ — 3 —
Derivative Contracts:
Energy-Related Contracts (B) $ 13 % — $ — 3 — 3 13
Rabbi Trust (D)
Eauitv Securitie—Mutual Funds $ 5 % — 3 5 $ — % —




Debt Securities—Govt Obligations
Debt Securities—Other
Other Securities

&8 H &H

19
16
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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 3)
Millions
PSEG
Assets:
Cash Equivalents (A) $ 43¢ $ — $ 43¢ $ — 3 —
Derivative Contracts:
Energy-Related Contracts (B) $ 22 $ (349 $ — 3 474 % 98
Interest Rate Swaps (C) $ 38 3 — 3 — 8 38 % —
NDT Fund (D)
Equity Securities $ 897 $ — $ 89z $ 5 % —
Debt Securities—Govt Obligations ~ $ 42¢ % — $ — 3 42¢ % —
Debt Securities—Other $ 291 $ — % — 3 291 $ —
Other Securities $ 84 $ —  $ 57 % 27 % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 23 % — $ 23 $ — % —
Debt Securities—Govt Obligations $ 107 $ — 3 — 8 107 $ —
Debt Securities—Other $ 46 3 — % — 3 46 3 —
Other Securities $ 3 % —  $ — $ 3 % —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (107) $ 351 $ — 3 (448 $ (120
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 12¢ % (349 $ — 3 474 % 4
NDT Fund (D)
Equity Securities $ 897 $ — 3 89z $ 5 % =
Debt Securities—Govt Obligations $ 42¢ % — 3 — 8 42¢ 3 —
Debt Securities—Other $ 291 $ — % — $ 291 $ —
Other Securities $ 84 $ — 57 % 27 $ —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — 3 5 $ — $ =
Debt Securities—Govt Obligations $ 23 3 — 3 — 8 23 3 —
Debt Securities—Other $ 10 $ — 3 — 3 10 $ —
Other Securities $ 1 % — % — $ 1 3 —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (107 $ 351 $ — 3 (448 $ (10
PSE&G
Assets:
Derivative Contracts:
Energy Related Contracts (B) $ 9 % — $ — 3 — 3 94
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — $ 5 $ — % —
Debt Securitie—Govt Obligations $ 25 8 — 8 — 3 25 $ —




Debt Securities—Other $ 11 $ — 11 $ —

Other Securities

©»
[EEN
©»

|

©® A
|

©® A
[EEN
©#

|

(A) Represents money market mutual fu

(B) Level 2—Fair values for energy-related contsaare obtained primarily using a market-based@agr. Most derivative contracts
(forward purchase or sale contracts and swapsjawed using the average of the bid/ask midpoims fmultiple broker or dealer
quotes or auction prices. Prices used in the vialugtrocess are also corroborated independentimdoyagement to determine that
values are based on actual transaction data tireinbsence of transactions, bid and offers fod#ye Examples may include cert
exchange and non-exchange traded capacity andieltgatontracts and natural gas physical or swaptiacts based on market
prices, basis
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adjustments and other premiums where adjustmedtpr@miums are not considered significant to theral inputs.

Level 3—For energy-related contracts, which inclottre complex agreements where limited observaiplets or pricing
information are available, modeling techniqueseamployed using assumptions reflective of contrddirans, current market rates,
forward price curves, discount rates and risk fiss;tas applicable. Fair values of other energyrectd may be based on broker
quotes that we cannot corroborate with actual ntdareasaction data.

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

(D) The fair value measurement table excludes o&f#ss than $1 million which is part of the NDUrie. The NDT Fund maintains
investments in various equity and fixed income sées classified as “available for sale.” The Rablust maintains investments in
an S&P 500 index fund and various fixed income s&es classified as “available for sale.” Thesewsdies are generally valued
with prices that are either exchange provided (ggécurities) or market transactions for compaalelcurities and/or broker quo
(fixed income securities).

Level 1—Investments in marketable equity securitihin the NDT Fund are primarily investments onmemon stocks
across a broad range of industries and sectorst &ty securities are priced utilizing the pripedi market close price or, in
some cases, midpoint, bid or ask price. Certaimegeled mutual funds with mainly short-term investits are valued based
on unadjusted quoted prices in active markets.Rdtgbi Trust equity index fund is valued based ooteg prices in an active
market.

Level 2—NDT and Rabbi Trust fixed income securities limited to investment grade corporate bondslmited States
Treasury obligations or Federal Agency asset-baskedrities with a wide range of maturities. Sinw@my fixed income
securities do not trade on a daily basis, theypaed using an evaluated pricing methodology Haaies by asset class and
reflects observable market information such asibset recent exchange price or quoted bid for simsiégurities. Market-
based standard inputs typically include benchmakly, reported trades, broker/dealer quotes auisspreads. Certain
short-term investments are valued using observahliet prices or market parameters such as tinmeatiority, coupon rate,
quality rating and current yield.

(E) Represents the netting of fair value balangés the same counterparty (where the right ofetfesxists) and the application of
collateral. All cash collateral received or postieat has been allocated to derivative positiongreltthe right of offset exists, has
been offset in the Condensed Consolidated BalaheetS. As of September 30, 2014 , net cash cdlldreceived) paid of $106
million , was netted against the correspondingdeeivative contract positions. Of the $106 millia® of September 30, 2014 , $(33)
million of cash collateral was netted against assetd $139 million was netted against liabilitiés.of December 31, 2013, net
cash collateral (received) paid of $2 million ,sweetted against the corresponding net derivatiméract positions. Of the $2
million as of December 31, 2013, $(3) million efst collateral was netted against assets, andIfdmwas netted against
liabilities.

Additional Information Regarding Level 3 Measuremerts

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

For Power, in general, electric swaps are meastrédr value based on at least two pricing inptits,underlying price of electricity at a liquid
reference point and the basis difference betwesttradity prices at the liquid reference point @bekctricity prices at the respective delivery
locations. To the extent the basis component isdas a single broker quote and is
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load consumption may change hourly based on demandheasured using certain unobservable inputk,aibistoric load variability and,
accordingly, are categorized as Level 3. For Poleeg-term electric capacity contracts are measusiuy capacity auction prices. If the fair
value for the unobservable tenor is significangntithe entire capacity contract is categorizedea®lL3. For Power and PSE&G, natural gas
supply contracts are measured at fair value usiodeting techniques taking into account the curpgite of natural gas adjusted for
appropriate risk factors as applicable, and infemsgaumptions about transportation costs, and dealy, the fair value measurements are
classified in Level 3. The following tables providetails surrounding significant Level 3 valuati@ssof September 30, 2014 and

December 31, 2013 .

Quantitative Information About Level 3 Fair Value M easurements

Significant
Fair Value as of Valuation Unobservable
Commaodity Level 3 Position September 30, 2014 Technique(s) Input Range
Assets (Liabilities)
Millions
Power
Discounted Historic Load
Electricity Electric Load Contracts $ — 3 (22) Cash Flow Variability 0% to +10%
Other Various (A) — —
Total Power $ — 3 (27)
PSE&G
Discounted Transportation $0.70 to
Gas Forward Contracts $ 13 % — Cash Flow Costs $1/dekatherm
Total PSE&G $ 13 % =
Total PSEG $ 13 % (21)
Quantitative Information About Level 3 Fair Value M easurements
Significant
Fair Value as of Valuation Unobservable
Commodity Level 3 Position December 31, 2013  Technique(s) Input Range
Assets  (Liabilities)
Millions
Power
Discounted $0t
Electricity Electric Swaps $ 3 ¢ (1) Cash Flow Power Basis $10/MWh
Discounted Historic Load
Electricity Electric Load Contracts — (8) Cash Flow Variability -5% to +10%
Other Various (B) 1 (@D}
Total Power $ 4 3 (10)
PSE&G
Discounted  Transportation $0.70 to
Gas Forward Contrar $ 94 $ — Cash Flow Costs $1/dekatherm
Total PSE&G $ 94 $ —
Total PSEG $ 98 $ (20




(A) Includes gas supply positions and long-terat&lc capacity positions which were immateriabdSeptember 30, 2014
(B) Includes gas supply positions which were imgnat as of December 31, 2013
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Significant unobservable inputs listed above wddgle a direct impact on the fair values of the abosvel 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 faievBlr gas supply contracts where PSE&G is a selfeincrease in gas transportation cost
would increase the fair value.

A reconciliation of the beginning and ending baksof Level 3 derivative contracts and securitieglie three months and nine months ende
September 30, 2014 and September 30, 2013 , resgdecfollows:

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Three Months and Nine Months Ended Septembe30, 2014

Three Months Ended September 30, 2014
Total Gains or (Losses)
Realized/Unrealized
Included in Issuances/ Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases Settlements In/Out September 30,
Description July 1, 2014  Income (A) Liabilities (B) (Sales) © (D) 2014
Millions
PSEG
Net Derivative
Assets (Liabilities) $ 13 $ 8 % 9 $ — 3 4 $ — 3 (8)
Power
Net Derivative
Assets (Liabilities) $ 9 $ B $ — $ — 3 4 $ — 3 (22)
PSE&G
Net Derivative
Assets (Liabilities) $ 22 % — 3 9 $ — % — 3 — % 13
Nine Months Ended September 30, 2014
Total Gains or (Losses)
Realized/Unrealized
Included in Issuances/ Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases Settlements In/Out September 30,
Description January 1, 2014 Income (A) Liabilities (B) (Sales) © (D) 2014
Millions
PSEG
Net Derivative
Assets (Liabilities) $ 88 $ (66) $ 81 $ — 3 54 $ 3 $ 8)
Power
Net Derivative
Assets (Liabilities) $ ® $ (66) $ — $ — 3 54 % 3 $ (22)
PSE&G
Net Derivative
Assets (Liabilities) $ 94 % — 3 81) $ — 3 — $ — $ 13

48




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Table of Contents(UNAUDITED)

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Three Months and Nine Months Ended Septembe30, 2013

Three Months Ended September 30, 2013
Total Gains or (Losses)
Realized/Unrealized
Included in Issuances/ Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases Settlements In/Out September 30,
Description July 1, 2013  Income (E) Liabilities (B) (Sales) © (D) 2013
Millions
PSEG
Net Derivative
Assets (Liabilities) $ (35 $ 1 $ 11y 3 — % 1 $ — 3 (46)
Power
Net Derivative
Assets (Liabilities) $ 6 $ 1 $ — $ — 3 @ $ — 3 6
PSE&G
Net Derivative
Assets (Liabilities) $ 41 $ — 3 11) ¢ — $ — 3 — $ (52
Nine Months Ended September 30, 2013
Total Gains or (Losses)
Realized/Unrealized
Included in Issuances/ Transfers Balance as of
Balance as of Included in Regulatory Assets Purchases Settlements In/Out September 30,
Description January 1, 2012 Income (E) Liabilities (B) (Sales) © (D) 2013
Millions
PSEG
Net Derivative
Assets (Liabilities) $ (31) $ (26) $ 12) $ — 9 $ 4 3 (46)
Power
Net Derivative
Assets (Liabilities) $ 9 % (1) $ — $ — 3 9 % 4 $ 6
PSE&G
Net Derivative
Assets (Liabilities) $ (40 $ — 3 (120 $ — 3 — $ — $ (52

(A) PSEG'’s and Power’s gains and losses attribetimbchanges in net derivative assets and liagslinclude $(8) million and $(66)
million in Operating Income for the three monthslane months ended September 30, 2014 , resplgct®ethe $(8) million in
Operating Income $(12) million is unrealized. O¢ $(66) million in Operating Income, $(11) milliunrealized.

(B) Mainly includes gains/losses on PSE&G’s derivacontracts that are not included in either gays or Other Comprehensive Income,
as they are deferred as a Regulatory Asset/Liglaitid are expected to be recovered from/return@&6®©&G’s customers.
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Represents $(4) million and $54 million integhents for the three months and nine months eBéptember 30, 2014 . Represents
$(2) million and $9 million in settlements for ttieee months and nine months ended September 38,.20

There were no transfers among levels durirgttivee months ended September 30, 2014 and 2DL8ng the nine monthendet
September 30, 2014 , $(3) milliorof net derivatives assets/liabilities were trangfd from Level 3 to Level 2 due to more obsers
pricing for the underlying securities. During thieenmonths ended September 30, 2013, $4 mi/liminet derivatives assets/liabilit
were transferred from Level 3 to Level 2 due to enobservable pricing for the underlying securitiElse transfers were recognizes
of the beginning of the quarters in which the tfarssfirst occurred, as per PSEG's policy.

PSEG’s and Power’s gains and losses attriteitabchanges in net derivative assets and liadslinclude $1 million an&(16) million
in Operating Income for the three months and nirmtihes ended September 30, 2013 , respectively.$Thmillion in Operating
Income is unrealized. Of the $(16) million in Opérg Income, $(7) million is unrealized.

As of September 30, 2014 , PSEG carried $2.5 hiltibnet assets that are measured at fair valwerenurring basis, of which $8 milliaf net
liabilities were measured using unobservable inpatsclassified as Level 3 within the fair valuerarchy.

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

Fair Value of Debt

The estimated fair values were determined usingrthiket quotations or values of instruments withilsir terms, credit ratings, remaining
maturities and redemptions as of September 30, 2aati4December 31, 2013 .

As of As of
September 30, 2014 December 31, 2013
Carrying Fair Carrying Fair
Amount Value Amount Value
Millions
Long-Term Debt:
PSEG (Parent) (A) $ 15 $ 26 $ 24 $ 38
Power -Recourse Debt (B) 2,545 2,91¢ 2,541 2,84¢
PSE&G (B) 6,06: 6,497 5,56¢€ 5,62¢
Transition Funding (PSE&G) (B) 312 327 47€ 511
Transition Funding Il (PSE&G) (B) 14 15 20 21
Energy Holdings:
Project Level, Non-Recourse Debt (C) 16 16 16 1€
Total Long-Term Debt 8,96: 9,797 $ 8,64 9,061

(A)

(B)

©

Fair value represents net offsets to debtltegufrom adjustments from interest rate swapemt into to hedge certain debt at
Power. Carrying amount represents such fair vaddaaed by the unamortized premium resulting frashelat exchange entered into
between Power and Energy Holdings.

The debt fair valuation is based on the presalue of each bond’s future cash flows. The distwates used in the present value
analysis are based on an estimate of new issuebelad across the treasury curve. When a bonehmdiedded options, an interest
rate model is used to reflect the impact of interate volatility into the analysis (primarily Lelv2 measurements).

Non-recourse project debt is valued as equivalentdathortized cost and is classified as a Level 3soremen
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Note 12. Other Income and Deductions

Other Income

Three Months Ended September 30, 2014
NDT Fund Gains, Interest, Dividend and Other Income
Allowance for Funds Used During Construction
Solar Loan Interest
Other
Total Other Income

Three Months Ended September 30, 2013
NDT Fund Gains, Interest, Dividend and Other Income
Allowance for Funds Used During Construction
Solar Loan Interest
Other
Total Other Income
Nine Months Ended September 30, 2014
NDT Fund Gains, Interest, Dividend and Other Income
Allowance for Funds Used During Construction
Solar Loan Interest
Other
Total Other Income

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

Power PSE&G Other (A) Consolidated
Millions
55 — 3 — 3 55
— 8 — 8
— 6 — 6
1 2 3 6
5€ 1€ $ 3 3 75
45 — 3 — 3 45
— 5 — 5
— 7 — 7
— 1 2
45 13 % 1 9 59
13¢ — 3 — 3 13¢
— 21 — 21
— 18 — 18
2 5 6 13
13t 44 % 6 $ 18t
12t — 9 — $ 12k
— 17 — 17
— 18 — 18
2 6 4 12
127 41 $ 4 3 17z
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Other Deductions Power PSE&G Other (A) Consolidated
Millions
Three Months Ended September 30, 2014
NDT Fund Realized Losses and Expenses $ 4 % — $ — 3 4
Other 2 2 5
Total Other Deductions $ 6 $ 2 9 1 $ 9
Three Months Ended September 30, 2013
NDT Fund Realized Losses and Expenses $ 11 % — $ — 3 11
Other — 1 — 1
Total Other Deductions $ 11 $ 1 $ — $ 12
Nine Months Ended September 30, 2014
NDT Fund Realized Losses and Expenses $ 18 $ — $ — 3 18
Other 7 3 3 13
Total Other Deductions $ 25 3 3 % 3 % 31
Nine Months Ended September 30, 2013
NDT Fund Realized Losses and Expenses $ 4C 9 — $ — 3 40
Other 3 2 14
Total Other Deductions $ 4¢  $ 3 % 2 9 54

(A) Other primarily consists of activity at PSEG (asguéi company), Energy Holdings, Services and iot@ggany elimination:
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Note 13. Income Taxes

PSEG’s, Power’'s and PSE&G's effective tax rategtierthree months and nine months ended Septerib2034 and 2013 were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
PSEG 37.0% 41.0% 37.8% 40.5%
Power 39.4% 40.5% 38.6% 40.0%
PSE&G 38.5% 40.6% 38.6% 40.0%

For the three months ended September 30, 201donagared to the same period in the prior yearddoeease in PSEG's and PSE&G's
effective tax rates was due primarily to the asditlement and depreciation flow-through, respedtiv

For the nine months ended September 30, 2014qrapared to the same period in the prior year, doeahse in PSEG's effective tax rates wa
due primarily to the audit settlement.

On August 11, 2014, PSEG received notice from tiberhal Revenue Service (IRS) that the audit se#ie covering tax years 2007 through
2010 had been approved by the Joint Committee aatitm. This effectively settles all issues witle fiRS through 2010. On September 9,
2014, PSEG received refunds from the IRS totalit@d$million , representing the net settlement béimputed amounts, including interest,
through the tax year 2010. As a result of the essitint of this audit, PSEG recorded a $12 milliatuotion of tax expense in the quarter ended
September 30, 2014 .

PSEG's unrecognized tax benefits decreased by 8illén in the third quarter 2014 inclusive of ingst, of which $62 millionvas attributabl
to the settlement of the IRS audit tax liabilitydethe remaining $94 million was due to the revee$glositions taken in prior periods. As a
result, the December 31, 2013 balance of unrecedriax benefits that was reasonably possible te#se or decrease within the next twelve
months decreased to an immaterial amount as o&B&dyetr 30, 2014 .

There is no material increase or decrease in tieegist and penalties associated with the unrecedrnax benefits. The impact on the
accumulated deferred income taxes and regulatarigeaefits is not material. The change in the tatabunt of unrecognized tax benefits that,
if recognized, would affect the effective tax rateot material.

In September 2013, the U.S. Department of the Trgaend the IRS released final regulations effectiv2014 that provide guidance on
applying Section 263(a) of the Internal RevenueeCtmdamounts paid to acquire, produce, or imprawgible property, as well as rules for
materials and supplies. Implementation of thesaladigns did not have any material impact on PSER® its subsidiaries’ results of
operations, financial condition or cash flows.

The Tax Relief, Unemployment Insurance Reauthddmagtind Job Creation Act of 2010 included a priovisnaking qualified property placed
into service after September 8, 2010 and beforealsr, 2012, eligible for 100% bonus depreciafmrtax purposes. In addition, qualified
property placed into service in 2012 was eligie30% bonus depreciation for tax purposes. Therkae Taxpayer Relief Act of 2012
further extended the 50% bonus depreciation folifire property placed into service before Janubr2014. In addition, long production
property placed into service in 2014 is eligible 5% bonus depreciation for tax purposes. Theseigions have generated cash for PSEG
through tax benefits related to the acceleratededégtion. These tax benefits otherwise would Hzeen received over an estimated average
year period
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Note 14. Accumulated Other Comprehensive Income (lss), Net of Tax

PSEG

Other Comprehensive Income (Loss)
Three Months Ended September 30, 2014

Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of June 30, 2014 $ 1 $ (232) $ 15¢ $ (73
Other Comprehensive Income before Reclassifications 2 — (15) (13
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) (@D} 3 (15) (13
Net Current Period Other Comprehensive Income (Loss 1 3 (30 (26)
Balance as of September 30, 2014 $ 2 3 (229) $ 12¢  $ (99
Other Comprehensive Income (Loss)
Three Months Ended September 30, 2013
Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (LosS) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of June 30, 2013 $ 3 3 (46€) $ 101 $ (362
Other Comprehensive Income before Reclassifications 1 — 27 28
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) (2 9 (17) (4
Net Current Period Other Comprehensive Income (Loss (1) 9 1€ 24
Balance as of September 30, 2013 $ 2 3 (457) $ 117  $ (339
Other Comprehensive Income (Loss)
Nine Months Ended September 30, 2014
Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of December 31, 2013 $ 2 $ (23¢) $ 145 % (95)
Other Comprehensive Income before Reclassifications 2 — 19 17
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) 6 9 (36) (22)
Net Current Period Other Comprehensive Income (Loss 4 9 (17) (4
Balance as of September 30, 2014 $ 2 3 (229) $ 12¢ $ (99
Other Comprehensive Income (Loss)
Nine Months Ended September 30, 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 Reclassifications 1 — 53 54
Amounts Reclassified from Accumulated Other Comprstive
Income (Loss) (6) 28 (26) (4)
Net Current Period Other Comprehensive Income (Loss (5) 28 27 5C




Balance as of September 30, 2013 $ 2 3 (457 $ 117 % (33¢)
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Power

Other Comprehensive Income (Loss)
Three Months Ended September 30, 2014

Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of June 30, 2014 $ 2 3 (199 $ 15 % (44)
Other Comprehensive Income before Reclassifications 2 — ()] 12
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) (2) 2 (16) (15)
Net Current Period Other Comprehensive Income (Loss 1 2 (30 (27)
Balance as of September 30, 2014 $ 3 $ 297 $ 12z % (72)
Other Comprehensive Income (Loss)
Three Months Ended September 30, 2013
Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of June 30, 2013 $ 4 $ (405) $ 98 $ (303
Other Comprehensive Income before Reclassifications 1 — 28 29
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) (2 8 (12) (5)
Net Current Period Other Comprehensive Income (Loss (1) 8 17 24
Balance as of September 30, 2013 $ 3 8 (397) $ 11 % (279
Other Comprehensive Income (Loss)
Nine Months Ended September 30, 2014
Cash Flow Pension and Available-for-
Accumulated Other Comprehensive Income (Loss) Hedges OPEB Plans Sale Securities Total
Millions
Balance as of December 31, 2013 $ @ $ (2009 $ 14z % (63
Other Comprehensive Income before Reclassifications 2 — 17 15
Amounts Reclassified from Accumulated Other Compnetive
Income (Loss) 6 7 (36) (29
Net Current Period Other Comprehensive Income (Loss 4 7 (19 (8)
Balance as of September 30, 2014 $ 3 3 (197 $ 12 $ (72)
Other Comprehensive Income (Loss)
Nine Months Ended September 30, 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 $ 422) $ 85 % (32¢)
Other Comprehensive Income before Reclassifications 1 — 56 57
Amounts Reclassified from Accumulated Other Compnretive
Income (Loss) (7) 25 (26) (8)
Net Current Period Other Comprehensive Income (Loss (6) 25 3C 48
Balance as of September 30, 2013 $ 3 3 (397) $ 11 % (279
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Amounts Reclassified from Accumulated Other Comprkensive Income

PSEG (Loss) to Income Statement
Three Months Ended Nine Months Ended
Description of Amounts September 30, 2014 September 30, 2014
Reclassified from Location of Pre-Tax Tax After- Tax After-
Accumulated Other Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
Comprehensive Income (Loss of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts  Operating Revenues $ 1 % — $ 1 $ 1) % 5 % (6)
Interest Rate Swaps Interest Expense — — — — — —
Total Cash Flow Hedges 1 — 1 (12 5 (6)

Pension and OPEB Plans
Amortization of Prior Service

(Cost) Credit O&M Expense 3 (D) 2 8 3 5

Amortization of Actuarial

Loss O&M Expense 8 3 (5) (22) 8 (14)
Total Pension and OPEB Plans 5) 2 (©) () 5 (9)
Available-for-Sale Securities

Realized Gains Other Income 47 (24) 23 10t (54) 51

Realized Losses Other Deductions (5) 2 ©)] (15) 7 (8

Other-Than-Temporary

Impairments (OTTI) OTTI (10) 5 5) (14) 7 @)
Total Available-for-Sale Securities 32 a7 15 7€ (40) 36
Total $ 28 ¢ (15 $ 13 $ 51 $ (30) ¢ 21

Amounts Reclassified from Accumulated Other Comprbensive Income

PSEG (Loss) to Income Statement
Three Months Ended Nine Months Ended
Description of Amounts September 30, 2013 September 30, 2013
Reclassified from Location of Pre-Tax Tax After- Tax After-
Accumulated Other Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
Comprehensive Income (Loss of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts  Operating Revenues $ 3 9 1) $ 2 3 11 % 4 $ 7
Interest Rate Swaps Interest Expense — — — Q) — (D)
Total Cash Flow Hedges 3 (@) 2 1C (4 6

Pension and OPEB Plans
Amortization of Prior Service

(Cost) Credit O&M Expense 3 (D) 2 8 ©) 5

Amortization of Actuarial

Loss O&M Expense (18) 7 (11) (5€) 23 (33)
Total Pension and OPEB Plans (15) 6 9) (48 20 (29)
Available-for-Sale Securities

Realized Gains Other Income 35 (18) 17 9¢ (52 48

Realized Losses Other Deductions (9 4 (5) (37 18 (29

NTTI NTTI (2 2 (M (7 A 2\




Total Available-for-Sale Securities 23 12 11 5E (29 26

Total $ 11 3 (7 9 4 $ 17 3 (13 ¢ 4
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Amounts Reclassified from Accumulated Other Comprhensive Income

Power (Loss) to Income Statement
Three Months Ended Nine Months Ended
Description of Amounts September 30, 2014 September 30, 2014
Reclassified from Location of Pre-Tax Tax After- Tax After-
Accumulated Other Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
Comprehensive Income (Loss of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts  Operating Revenues $ 1 % — $ 1 $ 1) $ 5 % (6)
Total Cash Flow Hedges 1 — 1 171) 5 (6)

Pension and OPEB Plans
Amortization of Prior Service

(Cost) Credit O&M Expense 3 (D) 2 7 3 4

Amortization of Actuarial

Loss O&M Expense (6) 2 4 (18) 7 (11)
Total Pension and OPEB Plans 3) 1 2 (17) 4 (7)
Available-for-Sale Securities

Realized Gains Other Income 45 (23 22 101 (52 49

Realized Losses Other Deductions 2 1 (1) (12 6 (6)

OTTI OTTI (20 5 5) (14) 7 @)
Total Available-for-Sale Securities 33 a7 1€ 75 (39 3€
Total $ 31 $ (16) $ 15 $ 53 $ (30) $ 23

Amounts Reclassified from Accumulated Other Comprhensive Income

Power (Loss) to Income Statement
Three Months Ended Nine Months Ended
Description of Amounts September 30, 2013 September 30, 2013
Reclassified from Location of Pre-Tax Tax After- Tax After-
Accumulated Other Amount In Statement Pre-Tax  (Expense) Tax Pre-Tax  (Expense) Tax
Comprehensive Income (Loss of Operations Amount Benefit Amount  Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts = Operating Revenues $ 3 $ 1 $ 2 % 11 % 4 $ 7
Total Cash Flow Hedges 3 Q) 2 11 (4) 7

Pension and OPEB Plans
Amortization of Prior Service

(Cost) Credit O&M Expense 3 (D) 2 7 3 4

Amortization of Actuarial

Loss O&M Expense (17) 7 (10) (49 20 (29)
Total Pension and OPEB Plans (24 6 8) (42) 17 (25)
Available-for-Sale Securities

Realized Gains Other Income 35 (18) 17 95 (49 46

Realized Losses Other Deductions 9 4 (5) (34 17 (@)

OTTI OTTI ©) 2 Q) (7) 4 3)
Total Available-for-Sale Securities 23 (12) 11 54 (28) 26

Total $ 12 % (7 $ 5 % 23 $ 15 $ 8
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Note 15. Earnings Per Share (EPS) and Dividends

Diluted EPS is calculated by dividing Net Incometbg weighted average number of shares of comnuomk stutstanding, including shares

issuable upon exercise of stock options 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 rmurabshares outstanding used in calculating dil@PS.

Three Months Ended September 30,

Nine Months Ended September 30,

2014 2013 2014 2013
Basic Diluted Basic Diluted Basic Diluted Basic Diluted
EPS Numerator (Millions)
Net Income $ 444 3 444 3 39C $ 39 $ 1,042 $ 1,042 $ 1,04 $ 1,04¢
EPS Denominator(Thousands)
Weighted Average Common
Shares Outstanding 505,86: 505,86: 505,85¢ 505,85 505,93 505,93 505,90( 505,90(
Effect of Stock Based
Compensation Awards — 1,56( — 1,83¢ — 1,46t — 1,53¢
Total Shares 505,86: 507,42: 505,85¢ 507,69: 505,93 507,40: 505,90( 507,43:
EPS
Net Income $ 08 $ 08 $ 077 $ 07i $ 206 $ 20t $ 206 $ 2.0¢
Three Months Ended Nine Months Ended
September 30, September 30,

Dividend Payments on Common Stock 2014 2013 2014 2013
Per Share $ 037 $ 03¢ $ 1.11 $ 1.0¢
In Millions $ 187 $ 182 % 561 $ 54¢€

58




NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Table of Contents(UNAUDITED)

Note 16. Financial Information by Business Segments

Power PSE&G Other (A) Eliminations (B) Consolidated
Millions

Three Months Ended September 30, 2014

Total Operating Revenues $ 1,13 $ 165 $ 125 % 279 $ 2,641
Net Income (Loss) 222 20C 22 — 444
Gross Additions to Long-Lived Assets 18¢ 497 8 — 693
Nine Months Ended September 30, 2014

Total Operating Revenues $ 3822 ¢ 523 §$ 35¢ % (1,305 $ 8,11:
Net Income (Loss) 44C 56& 37 — 1,04z
Gross Additions to Long-Lived Assets 414 1,49: 15 — 1,92
Three Months Ended September 30, 2013

Total Operating Revenues $ 1172 $ 1,666 $ 3 3 (289 $ 2,55¢
Net Income (Loss) 22¢€ 16¢ (4) — 39C
Gross Additions to Long-Lived Assets 21C 48C 6 — 69¢€
Nine Months Ended September 30, 2013

Total Operating Revenues $ 381 $ 508 % 29 % (1,28) $ 7,65(
Net Income (Loss) 577 46¢ 2 — 1,04:
Gross Additions to Long-Lived Assets 45¢ 1,62¢ 1€ — 2,102
As of September 30, 2014

Total Assets $ 11,75¢ $ 20917 $ 1,907 $ 427 $ 34,147
Investments in Equity Method Subsidiaries $ 12z $ — 3 3 % — 3 12t
As of December 31, 2013

Total Assets $ 12,00: $ 19,72( $ 4,028 3 (3,225 $ 32,52;
Investments in Equity Method Subsidiaries $ 125 $ — 3 3 % — 3 12¢
(A) Includes amounts applicable to Energy Holdingd PSEG LI, which are below the quantitativeshodd for separate disclosure as

reportable segments. Other also includes amouptgaple to PSEG (parent corporation) and Services.

(B) Intercompany eliminations, primarily relatedibtercompany 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 17. Related-Pahgsactions .
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Note 17. Related-Party Transactions

The following discussion relates to intercompamysactions, which are eliminated during the PSEGalaation process in accordance with
GAAP.

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

Three Months Ended Nine Months Ended
September 30, September 30,
RelatedParty Transactions 2014 2013 2014 2013
Millions
Revenue from Affiliates:
Billings to PSE&G through BGS and BGSS Contracts (A $ 28C $ 284 % 1,30¢ $ 1,27¢
Expense Billings from Affiliates:
Administrative Billings from Services (B) $ 41) $ 43 $ 129 $ (132
As of As of
RelatedParty Transactions September 30, 2014 December 31, 2013
Millions

Receivables from PSE&G through BGS and BGSS Caist(@g $ 132 % 267
Receivable from (Payable to) Services (B) (25) (31
Receivable from (Payable to) PSEG (C) (55) 97
Accounts Receivable (Payable)—Affiliated Companiesiet $ 52 % 33¢
Short-Term Loan to Affiliate (Demand Note to PSEG)D) $ 62 $ 79C
Working Capital Advances to Services (E) $ 17 $ 17
Long-Term Accrued Taxes Receivable (Payable) $ 57 $ (59)

PSE&G
The financial statements for PSE&G include trarisastwith related parties presented as follows:
Three Months Ended Nine Months Ended
September 30, September 30,
Related-Party Transactions 2014 2013 2014 2013
Millions

Expense Billings from Affiliates:
Billings from Power through BGS and BGSS (A) $ (280 $ (284 $ (1,308 $ (1,275
Administrative Billings from Services (B) (59 (61) (189) (184
Total Expense Billings from Affiliates $ (339 % (345 $ (1,497 $ (1,459
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As of As of
Related-Party Transactions September 30, 2014 December 31, 2013
Millions
Payable to Power through BGS and BGSS Contracts (A) $ (132 $ (267)
Receivable from (Payable to) Services (B) (48) (73
Receivable from (Payable to) PSEG (C) 81 15C
Accounts Receivable (Payable)—Affiliated Companiesiet $ (99) $ (190
Working Capital Advances to Services (E) $ 33 % 33
Long-Term Accrued Taxes Receivable (Payable) $ (78) % (72)

(A)

(B)

(©)

(D)
(E)

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

Services provides and bills administrativevems to Power and PSE&G at cost. In addition, Ramel PSE&G have other payables tc
Services, including amounts related to certain comgosts, such as pension and OPEB costs, whislic8gpays on behalf of each
of the operating companies.

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

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

Power and PSE&G have advanced working cafait8ervices. The amounts are included in Other Noraot Assets on Power’s and
PSE&G’s Condensed Consolidated Balance Sheets.
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Note 18. Guarantees of Debt

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

Three Months Ended September 30, 2014
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions
Other-Than-Temporary Impairments
Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)
Comprehensive Income (Loss)

Nine Months Ended September 30, 2014
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions
Other-Than-Temporary Impairments
Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)
Comprehensive Income (Loss)

Nine Months Ended September 30, 2014

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 Consolidated
Millions
$ — % 1,128 ¢ 36 $ (29) 1,13¢
3 772 32 (22) 78t
3) 352 4 (@) 35z
22t (1) 4 (229 4
9 55 — (8) 56
©) (4) — 1 (6)
— (10) — — (20)
(24) (10 (4) 7 (31)
18 (1617) (1) — (144
$ 22z % 22z $ 3 % (22%) 22z
$ 198 $ 191 $ 3 3 (2194 19t
$ — $ 3,781 $ 11€ % (75) 3,82¢
12 3,07¢ 10€ (75) 3,12%
(22) 70z 12 — 70z
45¢ 4 11 (45%) 11
25 13E — (25) 13t
(7) (19 — — (29)
— (19 — — 14
(79 (29) (14) 24 (92
54 (329 ) — 277)
$ 44C % 44¢  $ 7 % (45€) 44C
$ 43z $ 43: % 7 3% (440 432
$ 471 $ 1,252 $ 53 $ (66€) 1,11(
$ 187 $ (559 ¢ (24) $ 70 (326
$ (652 $ (693 ¢ 290 $ 59¢ (77¢)
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Three Months Ended September 30, 2013
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions

Other-Than-Temporary
Impairments

Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)

Comprehensive Income (Loss)

Nine Months Ended September 30, 2013
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions

Other-Than-Temporary
Impairments

Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)
Comprehensive Income (Loss)
Nine Months Ended September 30, 2013

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 Consolidated
Millions
— 3 1,16 $ 71 $ (60) 1,174
2 797 66 (61) 804
@) 36€ 5 1 37C
231 Q) 4 (230) 4
8 47 — (20 45
1 (12) — Q) (11)
— ©) — — (©)
(19) (23 4 10 (26)
7 (160 — — (159)
22¢ % 22t % $ (230 22¢€
25C % 24z % $ (247) 25(C
— $ 3,781 $ 14t $ (119 3,81¢
6 2,83 131 (114 2,85t
(6) 95& 14 — 962
603 (3) 12 (600) 12
27 13C — (30 127
9) (40) — — (49)
— (7) — — ™
(72) (29 (14) 30 (85)
34 (419 1 — (389
577 $ 587 $ 13 8 (600) 577
62€ $ 61z $ 13 $ (625) 62€
428 % 1,36 $ 35 % (50€) 1,31«
4C % (869) % (40) $ 54(C (329
(461) $ (492) $ 5 % (35 (989)
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Millions
As of September 30, 2014
Current Assets $ 4,160 $ 1,891 $ 111 $ (4,035 $ 2,13(
Property, Plant and Equipment, net 81 6,14( 1,16 — 7,38¢
Investment in Subsidiaries 4,35¢ 12C — (4,479 —
Noncurrent Assets 298 1,901 13¢ 97 2,23¢
Total Assets $ 8,89 $ 10,05: $ 141 $ (8,610 $ 11,75(
Current Liabilities $ 518 $ 351 $ 754 $ (4,039 $ 747
Noncurrent Liabilities 31¢ 2,37¢ 344 (97) 2,94t
Long-Term Debt 2,54: — — — 2,54:
Member's Equity 5,61¢ 4,168 31t (4,47¢) 5,51¢f
Total Liabilities and Member's Equity $ 889 $ 10,05 $ 1,417 % (8,610 $ 11,75(
As of December 31, 2013

Current Assets $ 441 $ 2,07¢ $ 10z $ (4,115 $ 2,47¢
Property, Plant and Equipment, net 81 6,10¢ 1,17¢ — 7,367
Investment in Subsidiaries 4,64t 124 — (4,769 —
Noncurrent Assets 222 1,845 13¢ (48) 2,15¢
Total Assets $ 9,361 $ 10,15 $ 1,41¢ $ (8,937 $ 12,00z
Current Liabilities $ 697 $ 347. $ 745 $ (4,116 $ 80C
Noncurrent Liabilities 30¢ 2,24 33¢ 47 2,841
Long-Term Debt 2,49 — — — 2,491
Member's Equity 5,85¢ 4,43¢ 33t (4,769 5,85¢
Total Liabilities and Member's Equity $ 9,361 $ 10,15 $ 1,418 % (8,937 $ 12,00:

Immaterial Correction of Prior Financial Informatio n

The financial information included in the table®ab has been corrected from the disclosure proviid@&bwer's Form 10-Q filed on October
30, 2013 and Form 10-K filed on February 26, 202013 10-K) to conform to the requirements of Secf2@0.3-10 of SEC Regulation S-X.

In the prior disclosure, Operating Revenues and &@jmg Expenses among the Guarantor Subsidiaries @leinated in the Consolidating
Adjustments column. The revised presentation eliais this activity in the Guarantor Subsidiarigsizm and removes such activity from the
Consolidating Adjustments column. This revised préation decreased both Operating Revenues andidgeExpenses in both the Guara
Subsidiaries and Consolidating Adjustments colurithss correction had no impact on Power’s constdidaDperating Revenues and
Operating Expenses.

In the prior disclosure, loans payable by Poweepacompany to one of its guarantor subsidiariegwetted against loans receivable in net
cash flows used in investing activities. The regtipeesentation reclassifies the increase in loagale by the parent company to the guarantc
subsidiary from net cash flows used in investintivdaes to net cash flows provided by financingiaities. This revised presentation decrease
net cash flows used in investing activities andeased net cash flows provided by financing aéisiin the Power column with corresponding
offsets to the amounts in the Consolidating Adjwsite Column.

In addition, the revised information was corredieg@resent the intercompany balances on a net Wasis the right of offset exists in either
Current Assets or Current Liabilities. This revigedsentation resulted in increases (decreaseg)tain categories of the condensed
consolidated balance sheet.
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The following three tables include corrected datatliese aforementioned adjustments to the infoomareviously filed in Power's Form 19-
dated May 1, 2014 or 2013 10-K.

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Millions
Three Months Ended March 31, 2014
Operating Revenues $ — $ 1,68 % 4C 9 (24) $ 1,70(
Operating Expenses 4 1,40¢ 34 (29 1,41¢
Operating Income (Loss) (4 28C 6 — 282
Equity Earnings (Losses) of Subsidiaries 177 — 4 (A77) 4
Other Income 8 33 — 8 33
Other Deductions (4 (6) — — (20
Other-Than-Temporary Impairments — 2 — — 2
Interest Expense (28) @) (5) 8 (32
Income Tax Benefit (Expense) 15 (12%) D — (111)
Net Income (Loss) $ 164 $ 172 $ 4 3 a7 $ 164
Comprehensive Income (Loss) $ 17C % 17€¢  $ 4 $ (180) $ 17C
Three Months Ended March 31, 2014
Net Cash Provided By (Used In)
Operating Activities $ 291 $ 60 $ 1 $ (221) $ 674
Net Cash Provided By (Used In)
Investing Activities $ (122 $ (315 $ — % 14z % (29%5)
Net Cash Provided By (Used In)
Financing Activities $ (166 $ (287 % 1 $ 7% 9 (379
Three Months Ended March 31, 2013
Operating Revenues $ — $ 1,441 % 37 % 27 $% 1,451
Operating Expenses 2 1,20¢ 33 (26) 1,20¢
Operating Income (Loss) (2 241 4 (1) 24z
Equity Earnings (Losses) of Subsidiaries 152 — 3 (159) 3
Other Income 9 48 — (10) 47
Other Deductions (8) (20 — — (28
Other-Than-Temporary Impairments — 2 — — 2
Interest Expense 27 (20 (4) 11 (30
Income Tax Benefit (Expense) 16 (10¢) 1 — (92)
Net Income (Loss) $ 141 $ 14¢ ¢ 4 % (153 % 141
Comprehensive Income (Loss) $ 172 $ 172 $ 4 $ (176¢) $ 172
Three Months Ended March 31, 2013
Net Cash Provided By (Used In)
Operating Activities $ 18¢ % 574 $ 1 9 (189) $ 57t
Net Cash Provided By (Used In)
Investing Activities $ (219 % (359 $ (8 % 24t % (329
Net Cash Provided By (Used In)
Financing Activities $ 24 % (221) % 7 % (57) $ (247)
As of March 31, 2014
Current Assets $ 4,43¢ $ 2,097 $ 107 $ 4,34) $ 2,29¢
Property, Plant and Equipment, net 81 6,08 1,17z — 7,33t
Investment in Subsidiaries 4,57( 122 — (4,697) —
Noncurrent Assets 301 1,83 13¢ (117) 2,15¢




Total Assets

Current Liabilities

Noncurrent Liabilities

Long-Term Debt

Member's Equity

Total Liabilities and Member's Equity

9,38¢ 10,13¢ $ 1,41; (9,150 $ 11,78t¢
93C 3450 % 741 (4340 $ 781
30¢ 2,328 344 (11€) 2,851
2,497 — — — 2,497
5,65: 4,36( 332 (4,697) 5,65¢
9,38¢ 10,13t $ 1,41; (9,150 % 11,78t¢
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Year Ended December 31, 2013
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions
Other-Than-Temporary Impairments
Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)

Comprehensive Income (Loss)

Year Ended December 31, 2013
Net Cash Provided By (Used In) Operating
Activities
Net Cash Provided By (Used In) Investing
Activities
Net Cash Provided By (Used In) Financing
Activities

Year Ended December 31, 2012
Operating Revenues
Operating Expenses
Operating Income (Loss)
Equity Earnings (Losses) of Subsidiaries
Other Income
Other Deductions
Other-Than-Temporary Impairments
Interest Expense
Income Tax Benefit (Expense)
Net Income (Loss)
Comprehensive Income (Loss)

Year Ended December 31, 2012
Net Cash Provided By (Used In) Operating
Activities
Net Cash Provided By (Used In) Investing
Activities
Net Cash Provided By (Used In) Financing
Activities

As of December 31, 2012
Current Assets
Property, Plant and Equipment, net
Investment in Subsidiaries
Noncurrent Assets
Total Assets

Nuoven nt | inhilitine

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
— 5,02z 19C (149 $ 5,06
23 3,94t 174 (149 3,99¢
(23 1,077 16 — 1,07C
684 (5) 16 (679) 16
35 157 — (39) 154
(14) (35) — — (49
— 1?9 — — 12
(99 (42 (19 38 (11¢)
55 (479 — — (419)
644 66€ 13 (679 $ 644
90¢ 71z 11 (729 $ 90¢
28¢ 1,50¢ 82 (52¢) $ 1,347
(39%) (1,099 (77) 697 $ (861)
107 (412) (17) avy) $ (487)
— 4,85( 13t (112) $ 4,87:
7 3,73( 12¢ (112 3,75(C
(7) 1,12C 10 — 1,12¢
707 (10) 15 (697) 15
45 20€ 2 (52) 201
(31) (59 — — (90)
— (18) — — (18)
(11¢) (5)) (16) 53 (132)
70 (501) (2 — (439)
66€ 687 9 (69€) $ 66€
614 681 9 690 ¢ 614
29¢ 1,562 67 474 $ 1,45¢
(14) (1,206 (152 89¢ $ (472)
(289 (362) 83 (424 $ (98¢)
4,25k 1,89¢ 104 (4,02) $ 2,23¢
80 5,98¢ 1,15¢ — 7,22z
4,50¢ 12¢ — (4,63€) —
201 1,66( 14t (1417) 1,86t
9,04 9,674 1,40: (8,799 $ 11,32




$ 81t 3,39¢ 77¢ % (4,02) $ 96¢
Noncurrent Liabilities 55¢ 1,96( 30¢€ (240 2,68¢
Long-Term Debt 2,04( — — — 2,04(
Member’s Equity 5,63( 4,31¢ 31¢ (4,639) 5,63(
Total Liabilities and Member’s Equity $ 9,04¢ 9,67¢ 1,40 $ (8,799 $ 11,32
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2011

Operating Revenues $ — 3 6,13¢ $ 158 % (1449 $ 6,15(
Operating Expenses 5 4,36( 157 (14%) 4,37
Operating Income (Loss) (5) 1,77¢ (2 1 1,77:%
Equity Earnings (Losses) of Subsidiaries 1,18¢ 92 14 (1,279 14
Other Income 4C 19t — (45) 19C
Other Deductions (28 (52) — — (79
Other-Than-Temporary Impairments D (29 — — (20
Interest Expense (14€) (56) (18 45 (17%)
Income Tax Benefit (Expense) 63 (762) 9 — (690
Income (Loss) on Discontinued Operations, net

of Tax Benefit — — 97 (1) 96
Net Income (Loss) $ 1,20¢ $ 1,17¢  $ 10C $ (1,279 $ 1,10¢
Comprehensive Income (Loss) $ 92t % 1,058 % 10C $ (1,159 $ 92¢

Year Ended December 31, 2011

Net Cash Provided By (Used In) Operating

Activities $ 60 $ 2,427 % (279 $ (940 $ 1,817
Net Cash Provided By (Used In) Investing

Activities $ (269 $ 1,17 % 594 § 267 $ (57¢)
Net Cash Provided By (Used In) Financing

Activities $ (341 $ (1,256 $ (319 $ 67: $ (1,23¢)
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The following two tables summarize the adjustméntsll prior periods that have been revised is thote.

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Increase (Decrease)
Millions

Three Months Ended March 31, 2014

Operating Revenues $ — $ (399 $ — $ 39 % =

Operating Expenses $ — 3 (399 $ — % 39: % —

Net Cash Provided By (Used In) Investing

Activities $ (209 $ — 9 — 9 20¢ % —

Net Cash Provided By (Used In) Financing

Activities $ 20¢ $ — $ — $ (209 $ —
Three Months Ended March 31, 2013

Operating Revenues $ — 3 (362) $ — 9 36z $ —

Operating Expenses $ — 8 (362) $ — $ 36z $ —

Net Cash Provided By (Used In) Investing

Activities $ (269 $ — 9 — 9 26 $ —

Net Cash Provided By (Used In) Financing

Activities $ 26 % — % — % (269 $ —
As of March 31, 2014

Current Assets $ 327 $ (7,049 $ 8449 $ 7,568 $ —

Investment in Subsidiaries — (60%) — 60= —

Total Assets $ 327 $ (7,659 $ (844 $ 8,17C $ =

Current Liabilities $ 327 $ (7,659 $ (239 $ 7,565 $ —

Member's Equity — — (605) 60% —

Total Liabilities and Member's Equity $ 327 % (7,659 $ (849 % 8,17C $ —
Three Months Ended September 30, 2013

Operating Revenues $ — $ (348 $ — $ 346 $ =

Operating Expenses $ — 3 (34¢) $ — % 34 $ —
Nine Months Ended September 30, 2013

Operating Revenues $ — 3 (1,062 $ — 9 1,062 $ —

Operating Expenses $ — 3 (1,062 $ — % 1,062 $ —

Net Cash Provided By (Used In) Investing

Activities $ (520 $ — $ — $ 52C $ =

Net Cash Provided By (Used In) Financing
Activities $ 52 $ — $ — $ (5200 $ —
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Increase (Decrease)
Millions
Year Ended December 31, 2013
Operating Revenues $ — 3 (1,469 $ — 9 1,46¢ $ —
Operating Expenses $ — 8 (1,469 $ — $ 1,46¢ $ —
Net Cash Provided By (Used In) Investing
Activities $ (58¢ $ — 9 — 9 58¢ $ —
Net Cash Provided By (Used In) Financing
Activities $ 58 $ — % — % (58¢) $ —
As of December 31, 2013
Current Assets $ 25¢ $ 6,840 $ (842) $ 7,42¢ % —
Investment in Subsidiaries — (60%) — 60= —
Total Assets $ 258 $ (7,445 $ (842) $ 8,03« $ =
Current Liabilities 25z % (7,445 $ (237 $ 7.42¢ $ —
Member's Equity — — (605) 60% —
Total Liabilities and Member's Equity $ 252 % (7,445 % (842) $ 8,032 $ —
Year Ended December 31, 2012
Operating Revenues $ — $ (1,389 $ — $ 1,38¢ $ =
Operating Expenses $ — 3 (1,389 $ — % 1,38¢ $ —
Net Cash Provided By (Used In) Investing
Activities $ (729 $ — $ — $ 72¢ % =
Net Cash Provided By (Used In) Financing
Activities $ 67¢ $ — $ — $ (679 $ —
As of December 31, 2012
Current Assets $ 332 $ (6,186 $ (83¢) $ 6,691 $ =
Investment in Subsidiaries — (60%) — 60= —
Total Assets $ 33 $ 6,790 $ (838 % 7,29¢ % —
Current Liabilities $ 33 $ (6,79 $ (239 $ 6,691 $ —
Member's Equity — — (605) 60= —
Total Liabilities and Member's Equity $ 33 % (6,797 $ (838 % 7,29¢ % —
Year Ended December 31, 2011
Operating Revenues $ — 3 (1,319 $ — 9 1,31: $ —
Operating Expenses $ — 8 (1,319) $ — $ 1,31¢ ¢ —
Net Cash Provided By (Used In)
Investing Activities $ (864 $ — $ — $ 864 $ =
Net Cash Provided By (Used In)
Financing Activities $ 86¢ $ — % — % (869 $ —

These corrections to the presentation had no intpa@bwer’'s condensed consolidated financial statgs These corrections to the
presentation had no impact on any liquidity measoféPower. There was no impact to Power's loaemants as a result of these corrections.
Management believes these corrections are immhteria
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ITEM 2. MANAGEMENT' S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (MD&A)

This combined MD&A is separately filed by Publicréee Enterprise Group Incorporated (PSEG), PSE®BePALC (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 represensadioly as to itself and make no representatioratsalever as to any other company.

PSEG's business consists of two reportable segmmntgrincipal direct wholly owned subsidiariedjieh are:

o 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 primarilylie Northeast and Mid-
Atlantic United States, and

° PSE&G, our public utility company which primarily providedectric transmission services and distributioelettric energy and
natural gas, implements demand response and eeffigjgncy programs and invests in solar generatiddew Jersey.

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 IdlahC (PSEG LI), which effective January 1, 201gemtes the Long Island Power
Authority's (LIPA) transmission and distribution&D) system under a contractual agreement; and PS&@ces Corporation (Services),
which provides us and these operating subsidiaritscertain management, administrative and gerssalices at cost.

Our business discussion in Part |, Item 1. Businésair 2013 Annual Report on 10-K (Form 10-K) pd®s a review of the regions and
markets where we operate and compete, as wellrasgtrategy for conducting our businesses withis¢hmarkets, focusing on operational
excellence, financial strength and making discgditnvestments. Our risk factor discussion in Rdtém 1A. Risk Factors of Form 10-K
provides information about factors that could haweaterial adverse impact on our businesses. Tlosvfog supplements that discussion and
the discussion included in the Overview of 2013 Batlire Outlook provided in Item 7 in our Form 1K describing significant events and
business developments that have occurred during @0d changes to the key factors that we expectdriag our future performance. The
following discussion refers to the Condensed Cadatdd Financial Statements (Statements) and thetdRieNotes to Condensed Consolidatec
Financial Statements (Notes). This discussion shbelread in conjunction with such Statements, datel the 2013 Form 10-K and the
Quarterly Reports on Form 10-Q for the quartersdntiine 30, 2014 and March 31, 2014.

OVERVIEW OF 2014 AND FUTURE OUTLOOK

Our business plan is designed to achieve growtlewhanaging the risks associated with fluctuatiognmodity prices and changes in custo
demand. We continue our focus on operational eswed, financial strength and disciplined investm&hese guiding principles have provic
the base from which we have been able to executst@iegic initiatives, including:

° Growing our utility operations through continuegéstment in T&D infrastructure projects with graadesersity of regulatory
oversight, and
L Maintaining a reliable generation fleet with thexibility to utilize a diverse mix of fuels to allous to respond to market volatility a

capitalize on opportunities as they arise in tleations in which we operate.
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Financial Results
The results for PSEG, PSE&G and Power for the threrths and nine months ended September 30, 2@l2CB are presented as follows:
Three Months Ended Nine Months Ended
September 30, September 30,
Earnings (Losses) 2014 2013 2014 2013
Millions

Power $ 22z % 22¢ % 44C $ 577
PSE&G 20c 16€ 56¢ 46¢
Other (A) 22 (4 37 2
PSEG Net Income $ 444 3 39C % 1,042 $ 1,04:
PSEG Net Income Per Share (Diluted) $ 087 $ 077 $ 20t $ 2.0¢

(A) Other includes activities at the parent compang®&I, and Energy Holdings as well as intercompalipinations

Power’s results above include the realized gaossds and earnings on the Nuclear Decommissiomnimg {NDT) Fund and other related
NDT activity and the impacts of non-trading markatarket (MTM) activity, which consist of the finamtimpact from positions with forwal
delivery dates.

The variances in our Net Income include the changlesed to NDT and MTM shown in the following tabl

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
Millions, after tax
NDT Fund Income (Expense) (A) $ 17 9 12 $ 40 $ 29
Non-Trading MTM Gains (Losses) $ € $ 3 3 (13¢) $ (22)

(A)

NDT Fund Income (Expense) includes the net realiggds, interest and dividend income and othersoedated to the NDT Fur
which are recorded in Other Income and Deductiand,impairments on certain NDT securities recome®ther-Than-Temporary

Impairments. Interest accretion expense on Powerttear Asset Retirement Obligation (ARO) is reear¢h Operation and
Maintenance (O&M) Expense and the depreciatiortedlto the ARO asset is recorded in Depreciati@hfAmortization Expense.

Our $54 million increase in Net Income for the threonths ended September 30, 2014 was driven by

° lower pension and other postretirement (OPEB) carstslower maintenance costs due to a planned @uatiagur combined cycle
Bethlehem Energy Center (BEC) fossil plant in 2013,
higher revenues due to increased investmentsnsmission projects, a

lower income tax expense due to tax benefits rélatehe settlement of the Internal Revenue Seraimbts for the years 20010

These increases were partially offset by lower capaevenues resulting from lower average aucgiooes in PIM.

Our Net Income for the nine months ended Septe3be2014 remained nearly level with Net Incometfa comparable prior year period.
While we experienced

[ ]
season,

higher volumes of gas sold to third party custon

higher revenues due to increased investmentsrisigsion projects, a

lower pension and OPEB costs and lower storm cefdted to Superstorm San

higher sales volumes under the basic gas supphicediBGSS) contract due to colder average tempersiin the 2014 winter heating
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such increases were completely offset by

° higher MTM losses in 2014 resulting from an incesasprices on forward positiol
° lower volumes of electricity sold under our bastmgration service (BGS) contracts resulting fronriag fewer tranches in 2014, ¢
° higher generation costs due to higher fuel costshaglher gas costs related to the BGSS con

Power’s results benefited from access to natursakgaplies through its existing firm pipeline tnpogation contracts during the cold weather
experienced in the first quarter of 2014. Power ag@s these contracts for the benefit of PSE&G soonsrs through the BGSS arrangement.
The contracts are sized to ensure delivery ofiabiel gas supply to PSE&G customers on peak widgs. When pipeline capacity beyond the
customers’ needs is available, Power can usesitipply gas to its generating units in New Jerselytanmake third party sales.

Under the PJM capacity auction conducted in Mayd2@bwer cleared 8,693 MW of its generating cagaatian average price of $164.61
MW-day for the 2017-2018 delivery period, a priomsistent with what has been realized in the pasetauctions. For a more detailed
discussion on the Reliability Pricing Model (RPMpacity auction, refer to Part Il, Item 5. Othdiormation—Federal Regulation—Capacity
Market Issues—PJM.

Power’s 2014 results were unfavorably impactedrbgxdended refueling outage at Salem Unit 2. Apdaihrefueling outage began on April
12, 2014 but was extended due to repairs to thetBe@oolant Pump Turning Vanes. Salem Unit 2 refdrto service on July 14, 2014.

At PSE&G, our regulated utility, we continued teést capital in T&D infrastructure projects aimeadvaintaining the reliability of our service
to our customers. PSE&G's results for the firsf b&l2014 reflect the favorable impacts from thasestments as well as a slowly improving
economy. Effective January 1, 2014, PSE&G's anfunaiula rate increased our annual transmissionmae® by approximately $171 million.
In October 2014, we filed our 2015 Annual FormukstdRUpdate with the Federal Energy Regulatory Cassion (FERC), which would
provide $182 million in increased annual transnoissevenues effective January 1, 2015. Over thefpasyears, these types of investments
have altered the business mix of our overall resaflibperations to reflect a higher percentageritoniton by PSE&G.

Regulatory, Legislative and Other Developments

In developing and implementing our strategy of afienal excellence, financial strength and disoigdi investment, we closely monitor
significant regulatory and legislative developmeiitmnsmission planning rules and wholesale powaaket design are of particular
importance to our results and we continue to adeoita policies and rules that promote fair andcéght electricity markets.

We also advocate for the development and implertientaf fair and reasonable rules by the U.S. Emvinental Protection Agency (EPA) and
state environmental regulators. On May 19, 201& BERA released the final Clean Water Act Sectidd(I3lrule on cooling water intake that
establishes new requirements for the regulaticzpofing water intakes at existing power plants enldistrial facilities with a design flow of
more than two million gallons of water per day. ligigf Power’s generating facilities and three sfjitintly-owned generating facilities are
subject to the rule. As adopted by the EPA, the refuires that cooling water intake structurelectthe best technology available for
minimizing adverse environmental impacts, primabijyreducing the amount of fish and shellfish @& impinged or entrained at a cooling
water intake structure. Under this standard, pdaitities have the flexibility to select one ofveeal options as their method of compliance.
However, the EPA has structured the rule so thett state will continue to consider renewal perratsexisting power facilities on a case by
case basis, and will require facilities to condugtide range of studies related to impingement atigrtand entrainment and submit the results
with their permit applications. A federal court dbage to the EPA rule is pending. We are unableréalict the outcome that these permitting
decisions may take and the effect, if any, thay thay have on us although such impacts could benmatSee Item 1. Note 8. Commitments
and Contingent Liabilities and Part Il, Item 5. &thnformation—Environmental Matters—Water Polluti@ontrol for additional information.

On June 18, 2014, the EPA issued a proposed grasalyas emissions regulation for existing powantplarhe regulation establishes state-
specific emission rate targets based on implementaf the best system of emission reduction. Statay choose these or other methodolc
to achieve the necessary reductions of carbonakosimissions. The EPA is requesting comment on ragpgcts of the proposal and theref
the final rule may look considerably different ththie proposal. We continue to work with state asdkfal regulators, as well as industry
partners, to determine the potential impact ofrfiulation. See Part II, Iltem 5. Other InformatioBavironmental Matters—Climate Change
for additional information.

In addition, Clean Air Act (CAA) regulations govémg hazardous air pollutants under the EPA's Maximfchievable Control Technology
rules are also of significance; however, we beliesegeneration business remains well-positioneddich air pollution control regulations if
and when they are implemented.
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The FERC's rule under Order 1000 altered the ridfiirst refusal previously held by incumbent dids to build all transmission within their
respective service territories. Our challenge ®rthle itself was rejected by the federal courtwieer, PIJM’s implementation of the rule has
minimized the risk associated with the FERC's cleanim the right of first refusal by carving outegdries of projects that will continue to
default to incumbent transmission owners. Furtther FERC's action presents opportunities for utwstruct transmission outside of our
service territory. In April 2013, PJM initiated aligitation process pursuant to Order 1000 to neviechnical solutions to improve the
operational performance in the Artificial Islanaay consisting of our Salem Units 1 and 2 and Hoygek nuclear generation facilities. In June
2014, PIJM’s management recommended approval Bodsd of a 500 kV project to be constructed by P6H& address performance issues
at Artificial Island. In July 2014, the PJM Boamreounced that it was deferring the selection ofcgegt to enable four developers, including
PSE&G, to supplement their project proposals bygragnother things, re-evaluating the costs of thespective proposals. In September 2014,
PSE&G and three other finalists submitted suppldaaigmoposals. PJM currently expects to selecogept in the first quarter of 2015.

PJM has filed with the FERC to add a new “multivéri’ category of transmission projects, which petgemay include a combination of
reliability, economic and public policy elementdhidbges to the factors used in making determinatiotiee PJM project planning and cost-
allocation processes could have significant impiices for the types of projects selected and tigyutustomers ultimately charged for the
costs of such new transmission facilities.

Capacity market design, including the RPM, remaimsmportant focus for us. In May 2014, a fedemalrtissued a rule that vacated a FERC
Order in which the FERC had determined that denmasgonse (DR) providers should receive full madoshpensation for power and held
the FERC has no jurisdiction over DR. A subsequéatlenge to the participation of DR as a resourdbe PJM capacity market is pending at
the FERC. In addition, PIM has filed at the FER@=8®t the demand curve for the RPM, as is doney ¢freee years. We are working to ass
that the demand curve is set at a level that atslyreeflects the cost of building a new generating in New Jersey. Further, in response to
last winter’s polar vortex, PIJM is developing agwsal to be filed with the FERC for a capacity parfance product to include generators, DR
and energy efficiency providers who would guaramtesilability during peak winter and summer coratis, as a supplement to base capacity
and with enhanced performance-based incentivepanalties. The implications of these developmeatsdcbe significant for the capacity
market. See Part Il, Item 5. Other Information—FatiRegulation—Capacity Market Issues—PJM for adddl information.

In 2014, appeals to challenge the federal couitigalthat the New Jersey Long-Term Capacity AgregrRdot Program Act to subsidize
above-market new generation and a similar actikertdy Maryland were unconstitutional and null &o@ were each denied. For additional
information, refer to Part I, Item 5. Other Infaation—Federal Regulation—Capacity Market Issues—g-darm Capacity Agreement Pilot
Program Act.

A critical aspect of our wholesale energy marketinginess is the continued retention of mabasted rate (MBR) authority from the FERC
our operating subsidiaries that engage in suchiaet. On October 14, 2014, the FERC issued areQtttht accepted our triennial market
power update, concluding that our submission satists requirements for retention of MBR autharity

In recent years we have been impacted by severtngrezonditions, including Hurricane Irene in 2Gkid Superstorm Sandy in 2012, the I
storm resulting in the highest level of custometiages in our history. For more detailed informatiaier to Iltem 1—Note 8. Commitments
and Contingent Liabilities-Superstorm Sandy. We have begun work in our gagkeuatric distribution systems to improve resilignthe Nev
Jersey Board of Public Utilities (BPU) approved sle¢tlement of our Energy Strong Proposal in d tateount of $1.22 billion. The settlement
provides for cost recovery at a 9.75% rate of retur equity on the first $1.0 billion of the invesnt, plus associated allowance for funds use
during construction, through an accelerated regorerchanism. We will seek recovery of the remairi2g0 million of investment in
PSE&G's next base rate case, which is to be fitethter than November 1, 2017. For additional infation, refer to Part Il, Item 5. Other
Information—State Regulation—Energy Strong Program.

In September 2014, the BPU approved substantiallyentire request for a determination that ourrstoglated costs, in the total amount of
$366 million, were prudently incurred and recovégah a future base rate proceeding, subject tetfior the amount of insurance proceeds
received. For additional information, refer to It&mNote 4. Rate Filings.

On January 1, 2014, we commenced operation of fRA T&D system under a twelve-year contract witlpogiunity to extend for an
additional eight years. Also, beginning in Janu2dy5, Power will provide fuel procurement and powanagement services to LIPA under
separate agreements.

In the first quarter of 2014, Power discovered thatcorrectly calculated certain components sfdbst-based bids for its New Jersey fossil
generating units in the PIJM energy market. We ieadtithe FERC, PJM and the PJM Independent Marketifdio(IMM) of this issue. Upon
discovery of the errors, we retained outside coluesassist in the conduct of an investigation ithte matter. As the investigation proceeded,
additional pricing errors in the bids were idewitifiand it was further determined that the quanfitgnergy that Power offered into the energy
market for its fossil peaking units differed
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from the amount for which Power was compensatdbercapacity market for those units. We informedd FERC, PJM and the IMM of these
additional issues, and have corrected these eRorsger is also in the process of implementing pitaces to help mitigate the risk of similar
issues occurring in the future. On September 2420 FERC Staff verbally informed us that theyéaitiated a preliminary, non-public
staff investigation into the matter. This investiga could result in the FERC seeking disgorgenoéminy over-collected amounts, civil
penalties and non-financial remedies. It is nosfas at this time to reasonably estimate the @teimpact or predict any resulting penalties,
other costs associated with this matter, or thdiegdplity of mitigating factors. For more detail@formation regarding this matter, refer to
Item 1. Note 8. Commitments and Contingent Liale#it—FERC Compliance.

Operational Excellence

We emphasize operational performance while devetpppportunities in both our competitive and retpdebusinesses. Flexibility in our
generating fleet has allowed us to take advantbgeadket opportunities presented during the yeav@semain diligent in managing costs. In
the first nine months of 2014 , our

° total nuclear fleet achieved an average capaaityfaf 91%, while also completing an extended getat Salem Unit
o diverse fuel mix and dispatch flexibility allowed to generate approximately 41,300 GWh, while agking unit outages and
balancing fuel availability and price volatilitynd

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

Financial Strength

Our financial strength is predicated on a solichbhaé sheet, positive cash flow and reasonableadgksted returns on increased investment.
Our financial position remained strong during tinstnine months of 2014 as we

° had cash on hand of $703 million as of Septembe2GD4,

° extended the expiration dates of PSEG's $500 mitlimd Power's $1.6 billion five-year credit fagdit from 2017 to 2019, and
maintained substantial liquidity,

° maintained solid investment grade credit ratings

° increased our indicated annual dividend for 20181t@8per share

We expect to be able to fund our transmission ptejeequired under PIM's reliability program, onefy Strong program and other projects
with internally generated cash and external detatriting.

Disciplined Investment

We utilize rigorous investment criteria when defhgycapital and seek to invest in areas that comeig our existing business and provide
reasonable risk-adjusted returns. These areaslmcipgrading our energy infrastructure, respontbrigends in environmental protection and
providing new energy supplies in domestic markéth growing demand. In the first nine months of 2@te

o placed into service our 230 kV Burlingt@amden and 230 kV North Central Reliability transsion project:

° made additional investments in transmission infrestire project:

° continued to execute our existing BRIgproved utility program

° completed installation of equipment to increasgouand improve efficiency at our Linden combingdle gas generating plant and

continue to plan for the installation of such eqouémt at our other combined cycle gas units,

° acquired an equity interest with an expected imaest of $100-$20 million in the 105.5 mi
PennEast pipeline to transport natural gas frorreea®ennsylvania to New Jersey, and
° acquired rights to solar energy facilities locatedr El Paso, Texas and Burlington, Vermont, togali6.6 MW which are expected to

be operational in the fourth quarter of 2014.
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Future Outlook

Our future success will depend on our ability tatawue to maintain strong operational and finanp&iformance in a difficult economy and
cost-constrained environment, to capitalize ontbevise address appropriately regulatory and lgtiye developments and to respond to the
issues and challenges described below. In 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, includingBnergy Strong program and other investmentgifawth that yield

contemporaneous and reasonable risk-adjusted setuhile enhancing the resiliency of our infrastame and maintaining the
reliability of the service we provide to our custens,

° advocate for measures to ensure the implementayiétdM and the FERC of market design rules thatirwoa to promote fair and
efficient electricity markets,

° engage multiple stakeholders, including regulatgosernment officials, customers and investors

° successfully operate the LIPA T&D systt

For the remainder of 2014 and beyond, the key ssand challenges we expect our business to confronide

° regulatory and political uncertainty, both with aegd to future energy policy, design of energy aaplacity markets, transmission
policy and environmental regulation, as well ashwéspect to the outcome of any legal, regulatomytioer proceeding, settlement,
investigation or claim, applicable to us and/or ¢mergy industry,

° uncertainty in the slowly improving national andjienal economic recovery, continuing customer coreen efforts, changes in

energy usage patterns and evolving technologieigshwmpact customer behaviors and demand,

° the continuing potential for sustained lower ndtgess and electricity prices, both at market huiis @t locations where we operate,
and
° delays and other obstacles that might arise in@ectiom with the construction of our T&D projectsciuding in connection with

permitting and regulatory approvals.
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RESULTS OF OPERATIONS
PSEG

Our results of operations are primarily compriséthe results of operations of our principal opmgisubsidiaries, Power and PSE&G,
excluding charges related to intercompany transastiwhich are eliminated in consolidation. Foriadidal information on intercompany
transactions, see Note 17. Related-Party Transectio

Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2014 2013 2014 vs. 2013 2014 2013 2014 vs. 2013
Millions Millions % Millions Millions %
Operating Revenues $ 2641 $ 2554 % 87 3 $ 811 $ 7,650 $ 467 6
Energy Costs 86: 801 62 8 3,00¢ 2,711 297 11
Operation and Maintenance 714 713 1 — 2,37( 2,06¢ 301 15
Depreciation and Amortization 31¢ 313 5 2 91¢ 88¢€ 33 4
Taxes Other than Income Taxes — 15 (15) (100 — 50 (50) (100
Income from Equity Method
Investments 3 4 Q) (25) 10 9 1 11
Other Income and (Deductions) 66 47 19 4C 154 11¢€ 36 31
Other-Than-Temporary Impairments 1C 3 7 N/A 14 7 7 10C
Interest Expense 10C 10C — — 291 303 (12 4
Income Tax Expense 261 27C 9 ©)] 633 70¢ (75) (17)

The 2014 amounts in the preceding table for Opsgd@evenues and O&M Costs each include $107 midiwth $307 million for the three
months and nine months ended September 30, 2@&peatively, for Long Island Electric Utility Senyd LC, a wholly owned subsidiary of
PSEG LI. These amounts represent the O&M pass-ghroasts for the Long Island operations, the ilinbursement of which is reflected in
Operating Revenues. See Note 3. Variable Inteneti#tid¢s for further explanation. The following disgsions for Power and PSE&G provide a
detailed explanation of their respective variances.

Power
Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)
2014 201z 2014 vs. 2013 2014 2013 2014 vs. 2013
Millions Millions % Millions Millions %

Operating Revenues $ 1,138 $ 1172 $ (36) 3 $ 382« $ 381t % 6 —
Energy Costs 472 43C 42 10 2,03¢ 1,78¢ 251 14
Operation and Maintenance 242 30& (63) (22) 871 86¢ 3 —
Depreciation and Amortization 71 69 2 3 21t 20z 13 6
Income from Equity Method
Investments 4 4 — — 11 12 D (8
Other Income (Deductions) 50 34 16 47 11C 78 32 41
Other-Than-Temporary
Impairments 10 3 7 N/A 14 7 7 10C
Interest Expense 31 26 5 19 92 85 7 8
Income Tax Expense 144 15z (©)] (6) 271 384 (107 (28)

76




Table of Contents

Three Months Ended September 30, 2014 as Compareal 2013

Operating Revenuedecreased $36 million due to changes in generajammsupply and other operating revenues.

Generation Revenuegecreased $55 million due primarily to

° a decrease of $71 million due to lower capacitereies resulting from lower average auction prigetglly coupled with a decrease

in operating reserve revenue in PJM in 2014, and

° a decrease of $27 million due primarily to lowehanes of electricity sold under our BGS contractsaesult of serving fewer
tranches in 2014,

° partially offset by higher net revenues of $23 imilldue primarily to higher generation volumesighkr average realized prices in
New York (NY) region and higher MTM gains in 2014ieh were partially offset by lower average realipgices in the PIM ar
New England (NE) regions, ai

° an increase of $20 million due to higher volumesvtiolesale load contracts in the PIM rec

Gas Supply Revenueéscreased $15 million due primarily to higher salekimes at lower average natural gas prices td fharty customers.
Other Operating Revenueacreased $4 million due to transition fees reldatethe fuel and power supply management contraittsLIPA.
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 increased $4Romidue to

° Generation costincreased $32 million due primarily to higher costign costs and renewable energy credits, partidfset by the

favorable MTM impact from lower average unrealipeites on forward positions.

° Gas costsncreased $10 million , reflecting higher salesuvoés to third party customers, partially offsetdwyer average gas
inventory costs on obligations under the BGSS eatr

Operation and Maintenancedecreased $63 million due primarily to

° lower planned outage costs of $39 million at owsfbstations, primarily at our BEC combined cyg#s generating plant due to
maintenance on the low pressure turbine in 2013@medr outage costs at our nuclear Peach Bottoitityac

° a decrease of $13 million due to lower storm cosltsted to Superstorm Sandy,

° lower pension and OPEB expense of $14 mil

Depreciation and Amortization experienced no material change.
Income from Equity Method Investmentsexperienced no material change.

Other Income and (Deductions)jncreased $16 million primarily due to higher nedlized gains related to the NDT Fund restructuiiniglay
2014.

Other-Than-Temporary Impairments increased $7 million due to an increase in impamsen the NDT Fund.
Interest Expenseincreased $5 million due primarily to the issuant&500 million of Senior Notes in November 2013.
Income Tax Expenselecreased $9 million in 2014 due primarily to loypee-tax income.

Nine Months Ended September 30, 2014 as Compared 2013

Operating Revenuesdncreased $6 million due to changes in generagan,supply and other operating revenues.

Generation Revenuegecreased $128 million due primarily to

° lower net revenues of $72 million due primarilyhigher MTM losses in 2014 resulting from an inceeasprices on forward

positions, partially offset by higher energy volsys®ld in the NY and NE regions, and
° a decrease of $70 million due to lower volumesle€teicity sold under our BGS contracts as a resiudierving fewer tranches in 2014

and lower average pricing,
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° partially offset by a net increase of $12 milliomedprimarily to higher capacity revenues resulfiogn higher average auction prices
and higher ancillary revenue in the PJM region, and
° a net increase of $2 million due primarily to higkelumes on wholesale load contracts in the PJjbre

Gas Supply Revenueascreased $123 million due primarily to
° a net increase of $74 million in sales under the&sB@&ontract, substantially comprised of higherssatdume due to colder average

temperatures during the 2014 winter heating seasunh,
° a net increase of $49 million due primarily to héglsales volumes at lower average prices to thartygustomer

Other Operating Revenueacreased $11 million due to transition fees reldatethe fuel management and power supply managernaitracts
with LIPA.

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 increased $2liomdue to

° Generation costincreased $200 million due primarily to higher faekts, reflecting higher average realized naeaslprices, the
unfavorable MTM impact from lower average unrealin&tural gas prices on forward positions and thigation of higher volumes

of coal and oil.

° Gas costsncreased $51 million , principally related to héglvolumes sold under the BGSS contract and td tharties due to colder
average temperatures during the 2014 winter heatiagon, partially offset by lower average gasritory costs.

Operation and Maintenanceincreased $3 million due primarily to

° an increase of $62 million related primarily to g planned outage and maintenance costs at @il péants, including maintenance
and installation of upgraded technology at our Eimd¢ombined cycle gas generating plant, partidfiyed by lower costs at our BEC
fossil station as well as lower outage costs aihogtear Peach Bottom facility, partially offset by

° lower pension and OPEB costs of $40 million,

° a decrease of $19 million due to lower storm cossted to Superstorm San

Depreciation and Amortization increased $13 million due primarily to a higher imable fossil and nuclear asset base.

Income from Equity Method Investmentsexperienced no material change.

Other Income and (Deductions)ncreased $32 million due primarily to net losdest tvere incurred in March 2013 as a result of legtzang
the NDT portfolio.

Other-Than-Temporary Impairments increased $7 million due to an increase in impamsen the NDT Fund.

Interest Expenseincreased $7 million due primarily to the issuaot&500 million of Senior Notes in November 2013rtally offset by the
maturity of $300 million of Senior Notes in ApriD23.

Income Tax Expensedecreased $107 million in 2014 due primarily to éoyere-tax income.
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PSE&G
Three Months Ended Increase/ Nine Months Ended Increase/
September 30, (Decrease) September 30, (Decrease)

2014 2013 2014 vs. 2013 2014 2013 2014 vs. 2013

Millions Millions % Millions Millions %
Operating Revenues $ 1658 $ 1666 $ (12) (1) $ 523 $ 508 $ 151 3
Energy Costs 66¢ 661 7 1 2,27¢ 2,20¢ 7C 3
Operation and Maintenance 36€ 40¢ (42 (10) 1,19C 1,204 (14) (@D}
Depreciation and Amortization 23¢ 23€ 2 1 682 65¢ 24 4
Taxes Other Than Income Taxes — 15 (15) (100) — 5C (50) (100
Other Income (Deductions) 14 12 2 17 41 38 3 8
Interest Expense 71 75 4 (5) 20¢ 222 17 (8)
Income Tax Expense 12¢€ 11t 11 10 35¢ 311 44 14

Three Months Ended September 30, 2014 as Comparea 2013
Operating Revenueslecreased $11 million due to changes in delivassnraodity, clause, and other operating revenues.

Delivery Revenueincreased $15 million due primarily to an increastansmission revenues. The Transitional Enemgilfies Assessment
(TEFA) reductions in electric and gas distributiemenues are entirely offset by the decrease i3 &ther Than Income Taxes.

° Transmission revenues were $38 million higher dueet rate increasessulting primarily from increased capital inveshis

° Electric distribution revenues decreased $22 miliae primarily to lower TEFA revenue of $13 mitlidue to elimination of the
TEFA rate effective January 1, 2014 and lower satdsmes of $5 million , $3 million of lower Capitefrastructure Program (CIP)
related revenue due to the 2014 reduction in th@t@laAdjustment Charge (CAC) tariff and lower reve from Green Program

Recovery Charges (GPRC) of $1 million .

° Gas distribution revenues decreased $1 millionmimearily to lower TEFA revenue of $2 million due ¢limination of the TEFA rate
in 2014 and lower CIP related revenue of $2 milliure to the 2014 reduction in the CAC tariff, pallyi offset by an increase of $3
million from higher sales volumes .

Commodity Revenuicreased $7 million due to higher Gas revenuetiafig offset by lower Electric revenues. Thisastirely offset with
increased Energy Costs. PSE&G earns no margineoprtivision of BGS and BGSS to retail customers.

° Electric revenues decreased $3 million due primaoil$17 million in lower revenues from collectiohNon-Utility Generation
Charges (NGC) and lower sales volumes of Non-ytgineration (NUG) energy, partially offset by $t#lion in higher BGS

revenues . BGS sales volumes decreased 1% duerityitoaveather.

° Gas revenues increased $10 million due primariljigher BGSS volumes of $5 million and higher BG®i8es of $5 million

Clause Revenuedecreased $32 million due primarily to lower Saaii@enefit Charges (SBC) of $19 million , lower 8gtization Transition
Charge (STC) revenues of $9 million and lower Maydjustment Clause (MAC) of $4 million . The chanig the SBC, STC and MAC
amounts were entirely offset by the amortizatiofRefjulatory Assets and related costs in O&M, Daptiemn and Amortization and Interest
Expense. PSE&G does not earn margin on SBC, STMA® collections.

Other Operating Revenuagmained level with the prior period.
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Operating Expenses
Energy Costsincreased $7 million . This is entirely offset bgr@modity Revenue.

° Electric costs decreased $3 million or 1% due prilpnéo $9 million of lower BGS and NUG prices afd5 million in lower BGS and
NUG volumes, partially offset b$21 million of increased deferred cost recovery B#&hd NUG volumes decreased 3% due primaril

to customer migration to third party suppliers (yB8d weather.

° Gas costs increased $10 million or 14% due to $&omior 7% in higher sales volumes and $5 millmn7% in higheprices
Operation and Maintenancedecreased $42 million , of which the most significeomponents were
° a $28 million decrease in costs related to cladsesprimarily to lower SBC, MAC, CIP and GPRC. Daghe nature of the SBC,

MAC, CIP and GPRC clause mechanisms, these arelgrniffset in revenues,
° an $18 million decreada pension and OPEB expenses and partially offg

° an increase in other operating expenses of $4amilli
Depreciation and Amortization increased $2 million due primarily to
° a $12 million increase in depreciation of additioplant in service related to increased investmentarious transmission and

distribution projects,

° partially offset by a $10 million decreaseamortization of Regulatory Asse

Taxes Other Than Income Taxeslecreased $15 million due to elimination of the ARBte in 2014. This is entirely offset by the retion in
electric and gas distribution revenues.

Other Income and (Deductions)experienced no material change.
Interest Expensedecreased $4 million due primarily to a partialewgbtion of securitization debt.

Income Tax Expensencreased $11 million due primarily to higher paa-tncome.

Nine Months Ended September 30, 2014 as Compared2613
Operating Revenuesdncreased $151 million due to changes in deliveognmodity, clause, and other operating revenues.

Delivery Revenueincreased $93 million due primarily to an increasansmission revenues. The TEFA reductionsectel and gas
distribution revenues are entirely offset by therdase in Taxes Other Than Income Taxes.

° Transmission revenues were $115 million highertduget rate increasessulting primarily from increased capital investis

° Gas distribution revenues were flat due primaoly53 million from higher sales volumes and higtexenue from GPRC of $6
million , offset by lower Weather Normalization @ke (WNC) revenue of $36 million due to colder thanmal weather, lowerEFA
revenue of $15 million due to elimination of theAArate in 2014 and lower CIP related revenuesBafndllion partially due to the
2014 reduction in the CAC tariff.

° Electric distribution revenues decreased $22 miltiae primarily to lower TEFA revenue of $35 mitlidue to elimination of the
TEFA rate in 2014, lower sales volumes of $7 milland lower CIP related revenues of $3 million thuthe 2014 reduction in the
CAC tariff, partially offset by higher revenue fraime GPRC of $23 million .

Commodity Revenuicreased $70 milliodue to higher Electric and Gas revenues. Thistisenoffset with increased Energy Costs. PSE
earns no margin on the provision of BGS and BGS@tail customers.

° Electric revenues increased $15 million due pritpaa $48 million in higher volumes and prices d&B sales, partially offset by $33
million in lower revenues from collection of NGCdalower sales volumes of NUG energy. BGS salesmehiincreased 2% due
primarily to weather.

° Gas revenues increased $55 million due primarilyigher BGSS volumes of $106 million , partiallysat by lower BGSS prices of



$51 million . The average price of natural gas W#slower in 2014.

Clause Revenuedecreased $20 million due primarily to lower STGs@&® million , lower SBC of $7 million and lower M3 \of $7 million
partially offset by higher Solar Pilot Recovery @ (SPRC). The change in the STC, SBC MAC and SPRC
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amounts were entirely offset by the amortizatiofRefjulatory Assets and related costs in O&M, Daptiemn and Amortization and Interest
Expense. PSE&G does not earn margin on STC, SBG; MASPRC collections.

Other Operating Revenudsacreased $8 million due primarily to increasederaves from our appliance repair business and riaseslus
electric operating revenues.

Operating Expenses
Energy Costsincreased $70 million . This is entirely offset@gmmodity Revenue.
° Electric costs increased $15 million or 1% due#a illion of increased deferred cost recovery &dnillion of higher BGS and

NUG prices, partially offset b$59 million in lower BGS and NUG volumes. BGS and®lvolumes decreased 4% due primarily to
customer migration to TPS.

° Gas costs increased $55 million or 8% due to $1illmor 14% in higher sales volumes, partiallfsat by $51 million or 6% in
lower prices.

Operation and Maintenancedecreased $14 million , of which the most significeomponents were
° a $55 million decrease pension and OPEB expenses, partially offse

° an $11 million increase in costs related primaidglya net increase in SBC, MAC, CIP and GPRC. Dubemature of the SBC, MAC,
CIP and GPRC clause mechanisms, these are endffsét in revenues, and

° a $30 million increase in operational expensespimarily to storm-related costs of $7 million ,ndage claims of $8 million,
transmission related costs of $3 million , genaraye increases of $2 million , tree trimming ofréllion and general operating
expenses of $8 million .

Depreciation and Amortization increased $24 million due primarily to a $33 mitlimcrease in depreciation of additional plantenvice
related to increased investments in various trassion and distribution projects, partially offsgtdbdecrease of $11 million in amortization of
Regulatory Assets.

Taxes Other Than Income Taxeslecreased $50 million due to elimination of the ARBte in 2014. This is entirely offset by the retion in
electric and gas distribution revenues.

Other Income and (Deductions)experienced no material change.

Interest Expensedecreased $17 million due primarily to a partialemption of securitization debt and maturity of Med Term Notes
(MTNSs) in the second half of 2013, partially off$st the issuance of MTNs in the latter part of 2@h8 2014.

Income Tax Expensencreased $44 million due primarily to higher pag-tncome.

LIQUIDITY AND CAPITAL RESOURCES

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

Operating Cash Flows

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

For the nine months ended September 30, 2014qpmmting cash flow increased $101 million as caeg#o the same period in 2013 . The
net change was due primarily to the net changes fPower and PSE&G as discussed below and higherdethx payments made by the
parent company in 2014.

Power

Power’s operating cash flow decreased $204 mifliom $1,314 million to $1,110 million for the nimeonths ended September 30, 2014 , as
compared to the same period in 2013 , primarilylteg from an increase in working capital neetisgely due to higher margin deposit
requirements, partially offset by a $40 million dcesse in employee benefit plan funding.

PSE&G

PSE&G'’s operating cash flow increased $294 milfimm $1,049 million to $1,343 million for the nimeonths ended September 30, 2014 , a:
compared to the same period in 2013, due primaoilyigher earnings , an increase in net reguldiabjiities related to BGS and NUG costs
and overcollections in Gas Weather Normalizatiomi@bs partly offset by GPRC rate recoveries ani8@million decrease in employee



benefit plan funding.
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Short-Term Liquidity

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

The commitments under our $4.3 billion credit ftieis are provided by a diverse bank group. Asegt&mber 30, 2014 , our total available
credit capacity was $4.1 billion .

As of September 30, 2014 , no single institutiqgoresented more than 8% of the total commitmentaiircredit facilities.
As of September 30, 2014 , our total credit cagagis in excess of our anticipated maximum ligyidiquirements.

Each of our credit facilities is restricted as waidability and use to the specific companies si&d in the following table; however, if necess
the PSEG facilities can also be used to supporsobsidiaries’ liquidity needs. In April 2014, PSB&d Power amended their 2012 credit
agreements ending in 2017, extending the expiratada from March 2017 to April 2019. PSEG's $500iom and Power's $1.6 billion facility
amendments, resulting in total commitments of $Rlion , will mature in 2019.

Our total credit facilities and available liquidiag of September 30, 2014 were as follows:

As of September 30, 2014
Total Available Expiration
Company/Facility Facility Usage Liquidity Date Primary Purpose
Millions
PSEG
Commercial Paper (CP)

5-year Credit Facility $ 50 $ 8 % 4972 Apr 2019  Support/Funding/Letters of Credit

5-year Credit Facility (A) 50C — 50C Mar 2018  CP Support/Funding/Letters of Credit
Total PSEG $ 100 $ 8 $ 992
Power

5-year Credit Facility $ 160 $ 76 $ 152 Apr 2019  Funding/Letters of Credit

5-year Credit Facility (B) 1,00¢ — 1,00¢ Mar 2018  Funding/Letters of Credit

Bilateral Credit Facility 10C 10C — Sept 2015 Letters of Credit
Total Power $ 2,70C $ 17¢ $ 2,52
PSE&G

5-year Credit Facility (C) $ 60C $ 14 $ 58€ Mar 2018  CP Support/Funding/Letters of Credit
Total PSE&G $ 60C $ 14 $ 58€
Total $ 4300 $ 19¢ $ 4,102

(A) In April 2016, this facility will be reduced by $28illion.
(B) In April 2016, this facility will be reduced by $48illion.
© In April 2016, this facility will be reduced by $24illion.

Long-Term Debt Financing
PSE&G has $300 million of 2.70% , Series G, Medilenm Notes maturing in May 2015 .
For a discussion of our long-term debt transactéring 2014 , see Note 9. Changes in Capitalinmatio

Common Stock Dividends

On July 15, 2014 , our Board of Directors approaekD.37 per share common stock dividend for tive tpiarter of 2014. This reflects an
indicated annual dividend rate of $1.48 per shake expect to continue to pay cash dividends orconrmon stock; however, the declaration
and payment of future dividends to holders of mmmon stock will be at the discretion of the Boafiirectors and will depend upon many
factors, including our financial condition, earningapital requirements of our businesses, alteingestment opportunities, legal
requirements, regulatory constraints, industry fitac@and other factors that the Board of Directtgems relevant. For additional information
related to cash dividends on our common stockNs#e 15. Earnings Per Share (EPS) and Dividends .
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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 ratingasifellows: stable, negative (Neg) or positive
(Pos). There is no assurance that the ratingscaiiitinue for any given period of time or that thveil not be revised by the rating agencies, if,
in their respective judgments, circumstances warkach rating given by an agency should be evedumtdependently of the other agencies'
ratings. The ratings should not be construed asdication to buy, hold or sell any security. Imdary 2014, Moody's upgraded PSE&G's
Mortgage Bond Rating from Al to Aa3 and its comnednpaper rating from P2 to P1. PSE&G's outlooktable. In May 2014, Moody’s
published updated research reports on PSEG, PSE&®awer and the existing ratings and outlooks wehanged.

In May 2014, S&P published updated research reordsrevised the outlook to positive from stableFower. S&P also affirmed the senior
unsecured rating of BBB+ at Power and mortgage batidg of A at PSE&G. In October 2014, Fitch affed the ratings and outlooks for
PSEG, PSE&G and Power.

Moody'’s (A) S&P (B) Fitch (C)

PSEG

Outlook Stable Stable Stable

Commercial Paper P2 A2 F2
Power

Outlook Stable Positive 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 (highéstiNP (lowest) for short-
term securities.

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

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

CAPITAL REQUIREMENTS

We expect that all of our capital requirements dliernext three years will come from a combinatbmternally generated funds and external
debt financing. There were no material changesit@mjected capital expenditures at Power andi&s\as compared to amounts disclosed i
our 2013 Form 10-K. PSE&G has increased its tatajkepted capital expenditures through 2016 by $28bon , including $145 million for
additional transmission reliability enhancement2i5 and $50 million and $100 million in 2015 &44.6, respectively, related to additional
distribution expenditures for reliability enhancerteand facility replacement.

On May 21, 2014, the BPU issued an Order approosurgenergy Strong program, agreeing that PSE&G wvepkend $1.22 billion to protect
and strengthen PSE&G's electric and gas systennssagavere weather conditions over primarily @éhyear period with some projects
extending over five years. This amount is not ideldi in the projected capital expenditures disclasedir 2013 Form 10-K or in the increases
reported above. See Item 5. Other Information—BEn&tgong Program for additional information.

Power

During the nine months ended September 30, 20b#vePmade capital expenditures of $298 milliongleding $116 million for nuclear fuel,
primarily related to various projects at its fossid nuclear generation stations.

PSE&G
During the nine months ended September 30, 20 BE&ES made capital expenditures of $1.49 billiomimarily for transmission and
distribution system reliability. This does not inde expenditures for certain energy efficiency amkewable programs of $13 million or cost of
removal, net of salvage, of $68 million , which areluded in operating cash flows.
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ACCOUNTING MATTERS
For information related to recent accounting matteee Note 2. Recent Accounting Standards.

ITEM3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

Additionally, we are exposed to counterparty crémises in the event of non-performance or non-gaynmVe have a credit management
process, which is used to assess, monitor andateticounterparty exposure. In the event of noneperdnce or non-payment by a major
counterparty, there may be a material adverse ibgaour financial condition, results of operati@mrset 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 eventsréthce 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 norragteh 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, priilmaur generating facilities and some load
serving activities.

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

From July through September 2014, MTM VaR remairdatively stable. The range of VaR was narrowettie three months ended
September 30, 2014 as compared with the year dbdeeimber 31, 2013 .

MTM VaR
Three Months Ended Year Ended December
September 30, 2014 31, 2013
Millions

95% Confidence Level, Loss could exceed VaR oneid&@0 days
Period End $ 20 % 12
Average for the Period $ 20 $ 1t
High $ 26 9 29
Low $ 15 $ 8
99.5% Confidence Level, Loss could exceed VaR aaeid 200 days
Period End $ 32 9 18
Average for the Period $ 31 % 23
High $ 40 $ 46
Low $ 24 % 13

See Note 10. Financial Risk Management Activitasaf discussion of credit risk.
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We have established and maintain disclosure canémodl procedures as defined under Rule 13a-15¢e)soh15(e) promulgated under the
Securities Exchange Act of 1934, as amended (tlkeH&hge Act”) that are designed to provide reaslenatsurance that information required
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.Neee established a disclosure committee
which includes several key management employeesvaith reports directly to the CFO and CEO of eatRublic Service Enterprise Group
Incorporated, PSEG Power LLC, and Public Servieztlc and Gas Company. The committee monitorsezatliates the effectiveness of
these disclosure controls and procedures. The GEGC&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 conamtsprocedures at each respective company weretigf at a reasonable assurance level a
of the end of the period covered by the report.

Internal Controls

We continually review our disclosure controls amdgedures and make changes, as necessary, to #msuapeality of our financial reporting.
There have been no changes in internal control fiv@ncial reporting that occurred during the thipgarter of 2014 that have materially
affected, or are reasonably likely to materiallieaf, each registrant’s internal control over fioiahreporting.
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PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are party to various lawsuits and regulatorytenatn the ordinary course of business. For aaitii information regarding material legal
proceedings, including updates to information régmbin Item 3. of Part | of the 2013 Annual RepmrtForm 10-K, see Note 8. Commitments
and Contingent Liabilities and Item 5. Other Infation.

ITEM 1A. RISK FACTORS

There are no additional Risk Factors to be addedase disclosed in Part | ltem 1A of our 2013 AalriReport on Form 10-K.

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

The following table indicates our common share repases in the open market to satisfy obligatiordeu various equity compensation awe
during the third quarter of 2014 .

Total Number Average

of Shares Price Paid

Three Months Ended September 30, 2014 Purchased per Share
July 1 - July 31 — 3 —
August 1- August 31 46,89: $ 34.9¢
September 1 - September 30 — 3 —

ITEMS5. OTHER INFORMATION

Certain information reported in the 2013 Annual &¢pn Form 10-K and Quarterly Reports on Form 1fthe quarters ended March 31,
2014 and June 30, 2014 is updated below. Additipneédrtain information is provided for new mattéhat have arisen subsequent to the filing
of the 2013 Annual Report on Form 10-K and the @ubr Reports on Form 10-Q for the quarters endedldi 31, 2014 and June 30, 2014.
References are to the related pages on the Fori{sab@ 10-Q as printed and distributed.

Business Operations and Strategy
Other

December 31, 2013 Form -K page 13 and June 30, 2014 Form 10-Q page®60.July 1, 2014, PSEG LI submitted a proposal ®A.to
invest up to $200 million of capital in equipmehtastomer facilities that would improve energyi@éncy and reduce peak load. PSEG LI
proposed to make the investments from 2015 thr@03!8 and recover its investment and earn a retwgn @pproximately ten years. On
October 6, 2014, PSEG LI filed an interim updatechhncreased the size of the proposed programppooximately $345 million, reaffirmed
its original investment proposal to fund up to $20illion of the program and also offered an altéereconomic structure which included a
performance incentive mechanism rather than utiZSEG LI's capital. The New York State DepartnwRublic Service will review the
proposal and make a recommendation to LIPA whiaxgected to take action on the proposal at iteBéer 2014 meeting.

Federal Regulation
FERC
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 the rstjug company lacks market power in the relevarketa and/or that market power in the
relevant markets is sufficiently mitigated. The RERquires that holders of MBR tariffs file an ufelavery three years demonstrating that
they continue to lack market power and/or that
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market power has been sufficiently mitigated arpbrein the interim to the FERC any material chaimgiacts from those the FERC relied on
in granting MBR authority. Retention of MBR authgris important to the maintenance of our generalinsiness’ revenues.

PSE&G, PSEG Energy Resources & Trade LLC, PSEG P@aenecticut, PSEG Fossil LLC, PSEG Nuclear LL@ B$EG New Haven LL
all have been granted MBR authority from the FER&ch of these companies, except PSEG New Haven(Wh&h received MBR authority
in May 2012), filed a market power update with BiEeERC at the end of 2013. In an order issued onligctd4, 2014, the FERC accepted our
filing as having satisfied the requirements foention of MBR authority.

Energy Clearing Prices

December 31, 2013 Form -K page 16, March 31, 2014 Form 10-Q page 69 anthd80, 2014 Form 10-Q page 8@s a result of the polar
vortex and related cold weather events in Janudiy 2there were both gas and electric price spikdse Northeast markets, including in PIM.
The FERC has examined the facts surrounding thése gpikes, as well as “lessons learned” fromvmdous Regional Transmission
Operators/Independent System Operators (RTO/IS@patential changes in market rules intended toerage dual fuel capability of
generating units, the purchase of firm fuel to flrese units and the construction of additionalirstgas pipeline capacity. As discussed be
PJM has proposed changes to its capacity markstremh to develop a new capacity product that wanélddompensated for availability during
peak winter periods. The FERC is also examiningepformation issues, focusing on levels of compémsao generators in the energy and
ancillary services markets. We cannot predict vettibn the FERC might take, but such an examinatéarid lead to future rule changes.

Capacity Market Issues

December 31, 2013 Form -K page 16, March 31, 2014 Form 10-Q page 69 antd80, 2014 Form 10-Q page 8PJM, the New York

ISO (NYISO), and the ISO-New England (ISO-NE) ehelie capacity markets that have been approvedebyERC. The FERC regulates
these markets and continues to examine whethendinket design for these three capacity marketoiking optimally. Specific issues being
considered by the FERC are whether capacity mavkes properly address and foster the developnfestate public policies, demand
response (DR) and emerging technologies, and whg#reerators are being sufficiently compensatetiéncapacity market. We cannot predict
what action, if any, the FERC might take with rejar capacity market design.

Capacity Market Issues— PIJM

December 31, 2013 Form -K page 16, March 31, 2014 Form 10-Q page 70 anaid80, 2014 Form 10-Q page 8The Reliability Pricing
Model (RPM) is the locational installed capacityriket design for the PJM region, including a forwartdttion for installed capacity. Under the
RPM, generators located in constrained areas WM are paid more for their capacity as an ingertth ensure adequate supply where
generation capacity is most needed. The mechahtbg &RPM in PJM continue to evolve and be refimedtakeholder proceedings and FERC
proceedings in which we are active. There is ctiyesignificant activity concerning three topic§: the future role of DR in the RPM market
light of a decision by the D.C. Circuit Court of pgals (D.C. Court) holding that DR is not a FERG@sjictional product, (ii) PIM’s
development of a new capacity product called a €igpRerformance (CP) product, and (iii) the settif the Cost of New Entry (CONE) val
for the RPM demand curve for the next three years.

On May 23, 2014, in a case involving the propeel@f compensation for DR resources in the energykets, the D.C. Court held that DR is
not a FERC-jurisdictional product, thereby callingp question DR resources’ ability to participateither the energy or capacity markets in
the future. The FERC and other parties to the sabsequently submitted petitions for rehearing teefloe entire court of judges, which
petitions were denied on September 17, 2014. THR(FRas obtained a stay of the court’s decision ahteast December 16, 2014, the due
date for the FERC to file a petition for certioramithe U.S. Supreme Court. Should the FERC fihsupetition, the stay will remain in effect
until such time as the Supreme Court disposeseo€éise. Upon lifting of the stay, the issue ofgraper treatment of DR resources will be
addressed by the FERC and the RTOs/ISOs. Firsgigorp. has filed a complaint at the FERC whidjuas that DR resources should no
longer participate in the PIM capacity market seeks to invalidate the results of the last RPM Baasidual Auction. PIM has also signaled
that it may in the future only allow DR to partiate in the capacity market through adjustment efddmand curve rather than as a capacity
resource that receives a revenue stream, althodighhBs not yet taken any formal action to effecuhts. Elimination of DR as a capacity
resource would have a significant effect on fuametion clearing prices should this actually occur.

PJM is currently developing a CP construct whidhei$ stated it intends to file with the FERC byltleginning of December 2014. Under this
construct, the details of which remain under dewelent, PIJM is creating a more robust capacity prodefinition with enhanced incentives
for winter peak performance and penalties for nerfggmance. The CP product would be expected tapable of providing energy when
needed during both summer and winter peak-loaditond and extreme weather events and satisfyingioeoperational requirements. CP
resources would be subject to a maximum penalfy®f
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times annual capacity revenues, with articulatathjig exceptions. This new product would be phasexer the next few years, with full
implementation for the delivery year 2018-2019.

On September 25, 2014, PJM filed at the FERC tetahe Variable Resource Requirement (VRR) cunvéhie RPM, as is done every three
years. Establishment of the VRR curve is a critcahponent in determining how generators are paillé capacity auction. We and ot
generators have challenged certain elements ofilihig, including how PJM has calculated the coktapital and labor costs that form the
basis for the CONE component of the demand curtigivwwe believe have been set too low and do naitrately reflect the costs of buildin
new generating unit in PJM. This matter is currepinding at the FERC.

Capacity Market Issues— ISO-New England (ISO-NE)

December 31, 2013 Form -K page 16 and June 30, 2014 Form 10-Q pagel&D-NE’s market for installed capacity in New Engla
provides fixed capacity payments for generatorparts and DR. The market design consists of a fald@oking auction for installed capacity
that is intended to recognize the locational valfieesources on the system and contains incenta@hamisms to encourage availability during
stressed system conditions. In June 2014, the HER@d an order requiring the implementation obamvard sloping demand curve, similar
to the design in place in PJM, for use in ISO-Nti‘gh capacity market auction to be held in Feby2f15 and effective in the 2018-2019
planning year. This action is expected to resutfreater stability of capacity prices in New Englamd is also expected to send more
appropriate price signals that will incent the depeent of new generation. One aspect of this ofttrwe did not support was the exemption
from the Minimum Offer Price Rule afforded annually to 600 MW of renewable resources. We challenbiscportion of the order on
rehearing on the grounds that we believe thatuhiduly discriminatory and will suppress capacitig@s. The rehearing request remains
pending.

In addition, in the FERC order referenced above RERC directed the ISBE to develop demand curves for each capacity rotlee market
The ISO-NE is currently conducting a stakeholdecpeding and expects to make a filing with the FERRQanuary 2015. The shape of the
demand curve in the zones will have a significenact upon the revenues our generation receivibeinapacity market in New England.

Capacity Market Issues— Long-Term Capacity Agreement Pilot Program Act (LER)

December 31, 2013 Form -K page 17In 2011, the State of New Jersey enacted the LCtaRBbsidize approximately 2,000 MW of new
natural gas-fired generation. The LCAPP provided fubsidies would be offered through long-termdaad offer capacity agreements
(SOCASs) between selected generators and the Ne&yJEDCs. The SOCA required each New Jersey Epotdade the generators with
guaranteed capacity payments funded by ratepayach of the New Jersey EDCs, including PSE&G, edténto three SOCAs as directed by
the State, but did so under protest reserving tigits.

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 was subsequently challenged on &ppéee U.S. Third Circuit Court of Appeals. Th&at of Maryland also took action to
subsidize above-market new generation. This aetias also determined to be unconstitutional in 2@1tBe U.S. District Court in Maryland
and such decision was challenged in the U.S. Fatirduit Court of Appeals. Both appeals were denweith the U.S. Fourth Circuit Court of
Appeals denying the appeal regarding the Statearfy/lnd’s action in June 2014 and the U.S. Thind@i Court of Appeals denying the
LCAPP appeal in September 2014.

Transmission Regulation— Transmission Policy Developments

December 31, 2013 Form -K page 17 and June 30, 2014 Form 10-Q page B2 FERC concluded in Order 1000 that the incumbent
transmission owner should not always have a “righitrst refusal” (ROFR) to construct and own tramssion projects in its service territory.
We had challenged the FERC's elimination of the R@Ffederal court. In August 2014, our challengeswejected by the D.C. Court. PIM is
currently implementing its rules under which th@stouction of certain types of transmission prggd@stno longer subject to a ROFR for
incumbents. In May 2014, the FERC approved PJM&stwhich retain carve-outs for projects that wilhtinue to default to incumbents for
construction responsibility, including projectstgbuilt on existing right-of-way and whose constion would interfere with incumbents’ use
of their right-of-way. Several companies, includiP§E&G, have appealed various aspects of this appooder. The FERC has also approved
the “state agreement approach” to cost allocatiaeuwhich transmission projects being built toradd public policy concerns may be placec
into PJM's planning process if the state sponsdtirgoroject agrees to pay the costs of the projectate, no such projects have been placed
into the planning process but this mechanism cpaténtially facilitate transmission projects theg aot needed for reliability or market
efficiency under PIJM standards for transmissiocluiting potential offshore wind projects proposgdtird parties, should a state or states
agree to fund the costs of such projects.

In addition, in September 2014, PJM filed at th&REE0 add another category of project - the “mditicer” project - to its planning process.
This type of project would contain reliability, ezmmic and/or public policy elements. Projects fajlivithin this category would be required to
independently satisfy all of the different drivémsorder to be approved. However,
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this category could also serve as a vehicle fojepts that may not be needed but are being sugbfmteublic policy purposes.

We cannot predict the final outcome or impact efs#hmatters on us; however, specific implementatfddrder 1000 in the various regions,
including within our service territory, may expaseto competition from third party constructionceftain transmission projects within our
service territory while at the same time providopgportunities to build transmission outside of service territory.

PJIM's first action toward complying with Order 106@mmenced in April 2013, when it implemented iitstf‘open window” solicitation
process to allow both incumbents and moecumbents the opportunity to submit transmissimjget proposals to address identified high vol
issues at Artificial Island. In June 2014, PIM’'snagement recommended approval by its Board of &¥%Qfroject to be constructed by
PSE&G to address these performance issues. Howewrly 2014, the PJIM Board announced that it eeferring selection of a project to
enable four developers, including PSE&G, to supglentheir proposals by, among other things, retmtalg the costs of their respective
proposals. In September 2014, PSE&G and the tthes fnalists submitted supplemental proposalsohthe finalists will meet with PIJM in
the presence of a FERC Administrative Law Judgentwer questions about the components of the smpplal proposals. PIM is also
meeting with relevant environmental permitting ages and the Nuclear Regulatory Commission to gaogstructability of the proposed
projects. PJM has indicated that it expects tocsalgroject in the first quarter of 2015.

Transmission Regulation— Transmission Rate Proceedings

December 31, 2013 Form -K page 18, March 31, 2014 Form 10-Q page 70 anahd80, 2014 Form 10-Q page 8& September 2011, a
complaint was filed by several state utility comsinisis and consumer advocates against transmissioers in New England challenging their
base return on equity (ROE). In June 2014, the FEER@=d an order in this proceeding that providedifnew approach to determining the
ROE for public utilities that, among other thingsintended to narrow the parameters set in caiogléahe ROE. In applying the new
methodology to this case, the FERC tentatively fbtivat the New England transmission owners’ basg Biauld be reduced by 57 basis
points, and instituted a hearing to allow the pgrtints in the proceeding an opportunity to sulawitlence in writing solely concerning the
application of the new approach. In addition, tReREE directed that the approach to determine ROEbs#tin the New England transmission
owners' order should apply to all currently pendR@E-related complaint cases in which the FERCrnlodsssued a final order. In July 2014,
the parties filed motions for reconsideration agltearing regarding the June 2014 order, and aldalyn2014, the complaining parties filed
another complaint at the FERC challenging the Negl&nd transmission owners’ ROE.

On October 16, 2014, the FERC issued an orderdegpthe application of its new approach, settimg Mew England transmission owners’
base ROE at 10.57%, the rate indicated in its 20 order, with a total or maximum ROE not excegdhe top of the range of reasonable
returns, i.e., 11.74%, inclusive of transmissiareimive ROE adders (the base ROE does not inclasis point adders for participation in an
ISO or other incentive adders). The motions foorsideration/rehearing and the new complaint fireduly 2014 remain pending.

Compliance— FERC

March 31, 2014 Form 1-Q page 70 and June 30, 2014 Form 10-Q pagel83he first quarter of 2014, Power discovered thatcorrectly
calculated certain components of its cost-basesl foidits New Jersey fossil generating units inBd& energy market. Upon discovery of the
errors, we retained outside counsel to assistarctimduct of an investigation into the matter. Resinvestigation proceeded, additional pricing
errors in the bids were identified and it was fartdetermined that the quantity of energy that Raffered into the energy market for its fossil
peaking units differed from the amount for whichao was compensated in the capacity market forethods. On September 2, 2014, the
FERC staff verbally informed us that they haveiaéd a preliminary, non-public staff investigatiomo the matter. This investigation could
result in the FERC seeking disgorgement of any-cedected amounts, civil penalties and non-finahoémedies. It is not possible at this time
to reasonably estimate the ultimate impact or pteatiy resulting penalties, other costs associattidthis matter, or the applicability of
mitigating factors. See Part I, Item 1. Note 8. @utments and Contingent Liabilities—FERC Compliafmefurther discussion of this matter.

Compliance—FERC Audit

December 31, 2013 Form -K page 18In November 2012, the FERC commenced an auditaf ethe PSEG companies that have MBR
authority from the FERC. The companies were audigethe FERC for compliance with its rules forr@reiving and retaining MBR authority,
(ii) the filing of electric quarterly reports (EQR®nd (iii) our generating units' receipt of payrtsefrom the RTO/ISO when they are require
run for reliability reasons when it is not econoatifor them to do so. On October 16, 2014, the FESRGed a final, public audit report that
contained two findings and recommendations for and review and reporting of our EQRs. As requives jntend to submit a compliance
plan within 30 days.
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State Regulation

Energy Strong Program

December 31, 2013 Form -K page 20, March 31, 2014 Form 10-Q page 71 anthdB0, 2014 Form 10-Q page 8®n May 21, 2014, the
BPU issued an Order approving the settlement oEmergy Strong program. This program encompass$esstructure investments of $1.22
billion that we will make to our BPU jurisdictionalectric and gas system to improve resiliencytfierfuture. For additional information, see
Part I, Item 1. MD&A—Overview of 2014 and Future ttdok—Regulatory, Legislative and Other Developnse@n September 30, 2014,
PSE&G filed its initial Energy Strong cost recovestition, seeking BPU approval to recover in hades an estimated annual revenue inci
of $1.6 million effective March 1, 2015. This ines® represents capitalized Energy Strong eleariEstment costs expected to be in service
through November 30, 2014. This request will beaipd in December 2014 for actual costs.

Storm Proceedings

December 31, 2013 Form -K page 20In December 2012, the BPU issued an order allowi8g§&G to defer on its books actually incurred,
prudent, incremental storm restoration costs aasatiwith extraordinary storms, including Superst&andy and Hurricane Irene, and not
otherwise recoverable through base rates or insardn March 2013, the BPU initiated a proceedmmgualuate the prudency of storm costs
incurred by New Jersey utilities. On September2814, the BPU approved a Stipulation of Settlenfieding that $366 million, consisting of
all of PSE&G's 2010 through 2012 major storm céagikpenditures of $126 million, and virtually afl BSE&G'’s 2010 through 2012 major
storm incremental O&M costs ($240.1 million of $240.5 million identified) were prudent and recal®e in a future base rate proceeding,
subject to offset for the amount of insurance pedsereceived. See Part |, Item 1. Note 4. Ratadsl

Energy Efficiency Economic Stimulus Extension Il (EE Ext II)

In August 2014, we filed for approval from the BBfUan EEE Ext Il Program to extend three EEE supranms (multifamily, direct install an
hospital efficiency). We proposed to extend thepsagrams’ offerings under the same clause recopergess as currently approved while
seeking additional capital expenditures of appratety $96 million and additional administrative tsf $14 million. The matter is pending.

Consolidated Tax Adjustments (CTA)

New Jersey is one of only a few states that maké i@ Betting rates for regulated utilities. Thesguatments to rate base are mduring the
rate setting process and are intended to allooaiélity customers a portion of the tax beneféalized from the filing of a consolidated federal
tax return by the utility’s parent corporation. TBBU has been considering the appropriateneseadjustment and the methodology and
mechanics of the calculation for some time. On Bet®2, 2014, the BPU approved a proposal by & 8tat limits the tax benefit period to
be considered in the calculation to five yearss Het rate base adjustment at 25% of any suchetaefib, and eliminates from the process any
tax benefits tied to transmission earnings. In ed&oce with this October action, this CTA policyliveie applied only with respect to future r
cases. The adoption of these modifications by the B not expected to have a material impact on8&EB& current earnings nor in its next
rate case filing.

Environmental Matters

Air Pollution Control
Demand Response (DR) and Reciprocating Internal Gamtion Engines (RICE) Litigation

December 31, 2013 Form -K page 21l n March 2013, we filed a petition at the EPA chadliag the National Emission Standards for
Hazardous Air Pollutants (NESHAP) for RICE issuedJanuary 30, 2013. Among other things, the firdA\Eule allows owners and operators
of stationary emergency RICE to operate their eegyas part of an emergency DR program withoutribialiation and operation of emission
controls or compliance with emission limits othesevapplicable to non-emergency counterparts. Thigew of NESHAP standards results in
disparate treatment of different generation teobgpktypes. In our appeal, we sought more stringerission control standards for RICE to
support more competitive markets, particularly B3 capacity market. On August 15, 2014, the EP#iedtthe March 2013 petition for
reconsideration. We and other petitioners are denisig whether to take further legal action.

Cross-State Air Pollution Rule (CSAPR)

December 31, 2013 Form -K page 21, March 31, 2014 Form 10-Q page 71 anthdB80, 2014 Form 10-Q page 84n July 2011, the EPA
issued the final CSAPR, which limited power plamtigsions of Sulfur Dioxide (S©) and annual and ozone season NO28 states that
contribute to the ability of downwind states taaattand/or maintain current particulate matter anohe National Ambient Air Quality
Standards. In August 2012, the D.C. Court vacat®dRR and ordered that the existing Clean Air InsgesRule requirements remain in effect
until an appropriate substitute rule has been ptgated. On April 29, 2014, the Supreme Court overd the D.C. Court's ruling. On June 26,
2014, the EPA filed a motion to lift the
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stay on CSAPR and allow for implementation of PHasebegin on January 1, 2015. On October 23, 201iD.C. Court lifted the stay on
CSAPR and we anticipate implementation effectiveuday 2015 per the EPA's motion. We do not antteipay material impact on our
earnings or financial condition due to the CSAPR.

Climate Change
CO;Regulation Under the CAA

December 31, 2013 Form -K page 22 and June 30, 2014 Form 10-Q page ®4.June 18, 2014, the EPA issued a proposed grasalyas
(GHG) emissions regulation for existing power psafithe regulation establishes state-specific eorisgite targets based on implementation ¢
the best system of emission reduction. In Septe2®&4, the EPA extended the comment period fronok@et16, 2014 to December 1, 2014.
The EPA is requesting comments on many aspectseqgiroposal and therefore, the final rule may loofsiderably different than the propo
We continue to work with state and federal regukatas well as industry partners, to determingthtential impact.

If relevant federal or state common law were toas®liability upon those that emit GHGs for allegmgpacts of GHGs emissions, such
potential liability to our fossil generation opécets could be material. However, approximately 68R6éur generation output comes from
nuclear facilities which are GHG-free and would hetimpacted.

Water Pollution Control
Cooling Water Intake Structure Regulation

December 31, 2013 Form -K page 23, March 31, 2014 Form 10-Q page 72 anthdB80, 2014 Form 10-Q page 8®n May 19, 2014, the
EPA issued a final cooling water intake rule unglection 316(b) of the Clean Water Act that establisnew requirements for the regulation of
cooling water intakes at existing power plants imtistrial facilities with a design flow of moreah two million gallons of water per day.

On August 15, 2014, the EPA established Octobe2#4 as the effective date for each state to imeig the provisions of the rule going
forward when considering the renewal of permitseisting facilities on a case by case basis. Quie®eber 5, 2014, several environmental
non-governmental groups and certain energy indggtryips filed motions to litigate the provisionstioé rule. This case is pending at the U.S.
Fourth Circuit Court of Appeals.

We are assessing the potential impact of the nuleach of our affected facilities and are unablerealict the outcome of permitting decisions
and the effect, if any, that they may have on aturke capital requirements, financial conditiorresults of operations, although such impacts
could be material. See Part I, Item 1. Note 8. Citments and Contingent Liabilities—Clean Water Rermit Renewals for additional
information.
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ITEM 6.

EXHIBITS

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

a. PSEG:

Exhibit 12:
Exhibit 31:
Exhibit 31.1:
Exhibit 32:
Exhibit 32.1:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:

b. Power:

Exhibit 12.1:
Exhibit 31.2:
Exhibit 31.3:
Exhibit 32.2:
Exhibit 32.3:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:

c. PSE&G:
Exhibit 4 (a) (22):
Exhibit 12.2:
Exhibit 12.3:
Exhibit 31.4:
Exhibit 31.5:
Exhibit 32.4:
Exhibit 32.5:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:

Computation of Ratios of Earnings to Fixed Charges

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

Certification by Caroline Dorsa Pursuant to Rulda-14 and 15d-14 of the 1934 Act
Certification by Ralph 1zzo Pursuant to Section@85Chapter 63 of Title 18 of the U.S. Code
Certification by Caroline Dorsa Pursuant to Secfi@60 of Chapter 63 of Title 18 of the U.S. Code
XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Computation of Ratios of Earnings to Fixed Charges

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

Certification by Caroline Dorsa Pursuant to Rula-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 Extension Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Supplemental Indenture dated August 1, 2014
Computation of Ratios of Earnings to Fixed Charges

Computation of Ratios of Earnings to Fixed Changles Preferred Securities Dividend Requirements

Certification by Ralph 1zzo Pursuant to Rules 13aafhd 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@85 Chapter 63 of Title 18 of the U.S. Code
Certification by Caroline Dorsa Pursuant to SecfiB60 of Chapter 63 of Title 18 of the U.S. Code
XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document
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SIGNATURE

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

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

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

By: /S/STUART J. BLACK

Stuart J. Black
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2014
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SIGNATURE

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

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

PSEG POwWER LLC
(Registrant)

By: /S/STUART J. BLACK

Stuart J. Black
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2014
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SIGNATURE

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

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

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

By: /S/STUART J. BLACK

Stuart J. Black
Vice President and Controller
(Principal Accounting Officer)

Date: October 30, 2014

95



Prepared by

/s Donald S. Leibowitz

(DONALD S. LEIBOWITZ, ESQ.)

SUPPLEMENTAL MORTGAGE
Supplemental Indenture

Dated August 1, 2014

SUPPLEMENTAL TO
FIRST AND REFUNDING MORTGAGE
DATED AUGUST 1, 1924

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
TO
U.S. BANK NATIONAL ASSOCIATION
Trustee
21 South Street
Morristown, New Jersey 07960

PROVIDING FOR THE ISSUE OF

$775,000,000 FIRST AND REFUNDING MORTGAGE BONDS,

MEDIUM-TERM NOTES SERIES J

RECORD IN MORTGAGE BOOK AND RETURN TO:
M. COURTNEY McCORMICK, ESQ.
80 PARK PLAZA, T5B
NEWARK, N.J. 07102-4194

Exhibit 4(a)(22)
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SUPPLEMENTAL INDENTURE, dated the 1st day of Aug@6tl4 for convenience of reference and effectivenfthe time of execution
and delivery hereof, between Public Service Elecnd Gas Company, a corporation organized undgtathis of the State of New Jers
hereinafter called the “Companyparty of the first part, and U.S. Bank National dagtion, a national banking association organizeder th
laws of the United States of America, as succefamstee to Wachovia Bank, National Association \fmesly known as Fidelity Union Tru
Company) under the indenture dated August 1, 18&éw mentioned, hereinafter called the “Truste&ity of the second part.

Whereas, on July 25, 1924, the Company executedielngred to Fidelity Union Trust Company, a certadenture dated August 1, 1¢
(hereinafter called the “Indenture”) to secure tmgrovide for the issue of First and Refunding tdage Gold Bonds of the Company; and

Whereas, the Indenture has been recorded in tlwvioh counties of the State of New Jersey, indfiiees, and therein in the books an
the pages, as follows:




County Office Book Number Page
Number
Atlantic Clerk's 1955 of Mortgages 160
Bergen Clerk’s 94 of Chattel Mortgages 123 etc.
693 of Mortgages 88 etc.
Burlington Clerk's 52 of Chattel Mortgages Folio 8 etc.
177 of Mortgages Folio 354 etc
Camden Register’s 45 of Chattel Mortgages 184 etc.
239 of Mortgages 1 etc.
Cumberland Clerk’s 786 of Mortgages 638 & c.
Essex Register’s 437 of Chattel Mortgages 1-48
T-51 of Mortgages 341-392
Gloucester Clerk’s 34 of Chattel Mortgages 123 e
142 of Mortgages 7 etc.
Hudson Register’s 453 of Chattel Mortgages 9 etc.
1245 of Mortgages 484, etc.
Hunterdon Clerk’s 151 of Mortgages 344
Mercer Clerk's 67 of Chattel Mortgages 1 etc.
384 of Mortgages 1 etc.
Middlesex Clerk's 113 of Chattel Mortgages 3 etc.
437 of Mortgages 294 etc.
Monmouth Clerk's 951 of Mortgages 291 &c.
Morris Clerk's N-3 of Chattel Mortgages 446 etc.
F-10 of Mortgages 269 etc.
Ocean Clerk’s 1809 of Mortgages 40
Passaic Register’s M-6 of Chattel Mortgages 18,
R-13 of Mortgages 268 etc.
Salem Clerk's 267 of Mortgages 249 etc.
Somerset Clerk’s 46 of Chattel Mortgages 207 etc
N-10 of Mortgages 1 etc.
Sussex Clerk’s 123 of Mortgages 10&ec.
Union Register's 9584 of Mortgages 259 etc.
Warren Clerk's 124 of Mortgages 141 etc.




and

Whereas, the Indenture has also been recordee ifollowing counties of the Commonwealth of Pennagia, in the offices, and ther
in the books and at the pages, as follows:

Page
County Office Book Number  Number
Adams Recorder’s 22 of Mortgage 105
Armstrong Recorder’s 208 of Mortgage 381
Bedford Recorder’s 90 of Mortgage 917
Blair Recorder’s 671 of Mortgage 430
Cambria Recorder’s 407 of Mortgage 352
Cumberland Recorder’s 500 of Mortgage 136
Franklin Recorder’s 285 of Mortgage 373
Huntingdon Recorder’s 128 of Mortgage a7
Indiana Recorder’s 197 of Mortgage 281
Lancaster Recorder’s 984 of Mortgage 1
Montgomery Recorder’s 5053 of Mortgage 1221
Westmoreland Recorder’s 1281 of Mortgage 198
York Recorder’s 31V of Mortgages 446

and

Whereas, the Indenture granted, bargained, sadheal, remised, released, conveyed, confirmedymeadj transferred and set over untc
Trustee certain property of the Company, more fadly forth and described in the Indenture, theneaar which might thereafter be acqu
by the Company; and

Whereas, the Company, by various supplemental tndesy supplemental to the Indenture, the lastlitiwvwas dated May 1, 2013, |
granted, bargained, sold, aliened, remised, releasmveyed, confirmed, assigned, transferred ahdwer unto the Trustee certain properi
the Company acquired by it after the executiona@eliery of the Indenture; and

Whereas, since the execution and delivery of sgigpplemental indenture dated May 1, 2013, the Compas acquired property which,
accordance with the provisions of the Indenturspisject to the lien thereof and the Company desaeonfirm such lien; and

Whereas, the Indenture has been amended or suppkmirfeom time to time; and

Whereas, it is provided in the Indenture that nadsoother than those of thel5% Series due 1959 therein authorized may besd
thereunder unless a supplemental indenture prayitbn the issue of such additional bonds shall hbeen executed and delivered by
Company to the Trustee; and

Whereas, the Company is making provisions for $seance and sale of its Secured Medium-Term N8t&rges J (the “Series J Noteg),
be issued under an Indenture of Trust (the “Noteiture”)dated as of July 1, 1993 between the Company aedCHase Manhattan Be
(National Association) as predecessor trustee @dnek of New York Mellon, as successor trustee & ghedecessor trustee), as Trustee
“Note Trustee”); and

Whereas, such Note Indenture provides, among d¢itiegs, for the pledge and delivery by the Compahg series of First and Refund
Mortgage Bonds of the Company to evidence the Caoyipaobligation to pay the principal and interest wiélspect to outstanding Serie
Notes; and for such purpose and in order to seraim secure payment of the principal and intemrestespect of the Series J Notes,
Company desires to provide for the issue of $7 @ aggregate principal amount of bonds undetrtfienture of a series to be design
as “First and Refunding Mortgage Bonds, Medium-TeéMotes Series J” (hereinafter sometimes called &oaf the MediuniFerm Note
Series J"); and




Whereas, the text of the Bonds of the Medilierm Notes Series J and of the certificate of attbation to be borne by the Bonds of
Medium-Term Notes Series J shall be substantidlthefollowing tenor:

(Form of Bond)

This Bond is not transferable except as providethéIndenture and in the Indenture of Trust daeddf July 1, 1993 between
Company and The Chase Manhattan Bank (Nationaldatson) (The Bank of New York Mellon, successarstee) as Trustee.

REGISTERED REGISTERED
NUMBER AMOUNT
R $775,000,000

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
First and Refunding Mortgage Bond,

Medium-Term Notes Series J

Public Service Electric and Gas Company (hereinatiled the “Company”), a corporation of the Stat&lew Jersey, for value received,
hereby promises to pay to The Bank of New York blelas successor trustee to The Chase Manhattan(Ratiknal Association)), under 1
Indenture of Trust dated as of July 1, 1993 betwittenCompany and such trustee, or registered assignthe surrender hereof, the princ
sum of Seven Hundred Seventy Five Million Dollars,August 1, 2049, and to pay interest thereon fiteendate hereof, at the rate of 10%
annum, and until payment of said principal sumhsiaterest to be payable February 1 and Augustdath year; provided, however, that
Company shall receive certain credits against siigations as set forth in the Supplemental Indentlated August 1, 2014 referred to be

Both the principal hereof and interest hereon sbhalpaid at the principal corporate trust officelo§. Bank National Association in
City of Morristown, State of New Jersey, or (at tption of the registered owner) at the corporatsttoffice of any paying agent appointec
the Company, in such coin or currency of the Uniéates of America as at the time of payment stwadktitute legal tender for the paymer
public and private debts; provided, however, tlt such payments of principal and interest shauigect to receipt of certain credits age
such payment obligations as set forth in the Supefeal Indenture dated August 1, 2014 referrecetovin.

This Bond is one of the First and Refunding Morg&pnds of the Company issued and to be issued amdepursuant to, and all equi
secured by, an indenture of mortgage or deed sf ttated August 1, 1924, as supplemented and amdrydsupplemental indentures ther
including the Supplemental Indenture dated Augys2QiL4, duly executed by the Company and U.S. Béational Association as Trust
This Bond is one of the Bonds of the Medidmrm Notes Series J, which series is limited toabgregate principal amount of $775,000
and is issued pursuant to said Supplemental Indemtated August 1, 2014. Reference is hereby madaitl indenture and all supplems
thereto for a specification of the principal amowfitBonds from time to time issuable thereunded &or a description of the propert
mortgaged and conveyed or assigned to said Trostiée successors, the nature and extent of tharisgcand the rights of the holders of <
Bonds and any coupons appurtenant thereto, arbdfrustee in respect of such security.




In and by said indenture, as amended and suppleohdhts provided that with the written approvétiee Company and the Trustee, an
the provisions of said indenture may from timeimaet be eliminated or modified and other provisiamsy be added thereto provided the chi
does not alter the annual interest rate, redemptime or date, date of maturity or amount payaisienaturity of any then outstanding Bont
conflict with the Trust Indenture Act of 1939 aghin effect, and provided the holders of 85% ingipal amount of the Bonds secured by
indenture and then outstanding (including, if sabhnge affects the Bonds of one or more seriefebstthan all series then outstanding, a
percentage of the then outstanding Bonds of eadssaffected by such change, and excluding Bomdsed or controlled by the Company
by the parties owning at least 10% of the outstamaoting stock of the Company, as more fully sfiediin said indenture) consent in writ
thereto, all as more fully set forth in said indest as amended and supplemented.

First and Refunding Mortgage Bonds issuable undef imdenture are issuable in series, and the Bohdsy series may be for vary
principal amounts and in the form of coupon boruid af registered bonds without coupons, and thedBarf any one series may differ fr
the Bonds of any other series as to date, matuntgrest rate and otherwise, all as in said ingenprovided and set forth. The Bonds of
Medium-Term Notes Series J, in which this Bondhiduded, are designated “First and Refunding MajtgBonds, MediunT-erm Notes Serit
J.

In case of the happening of an event of defaukpezified in said indenture and said supplementdrnture dated March 1, 1942,
principal sum of the Bonds of this series may belated or may become due and payable forthwithhénmanner and with the effect in <
indenture provided.

The Bonds of this series are subject to redempattoprovided in the Supplemental Indenture datecuaug), 2014.

This Bond is transferable, but only as providedaid indenture and the Indenture of Trust datedfdsily 1, 1993 between the Comp
and The Chase Manhattan Bank (National Associatanpredecessor trustee (The Bank of New York Melas successor trustee to
predecessor trustee), as trustee, upon surrend=sfhby the registered owner in person or by a#grduly authorized in writing, at either
said offices where the principal hereof and inteheseon are payable; upon any such transfer afulgmregistered Bond similar hereto will
issued to the transferee. This Bond may in like mearbe exchanged for one or more new fully registdBonds of the same series of o
authorized denominations but of the same aggrggateipal amount. No service charge shall be madeafy such transfer or exchange,
the Company may require payment of a sum suffidierttover any tax or other governmental charge ity be imposed in relation thert
The Company and the Trustee hereunder and anygagent may deem and treat the person in whose ti@m8ond is registered as
absolute owner hereof for the purpose of receiyiagment of or on account of the principal hereal #me interest hereon and for all of
purposes; and neither the Company nor the Trugtemihder nor any paying agent shall be affecteanlyynotice to the contrary.

The Bonds of this series are issuable only in frélgistered form, in any denomination authorizedh®yCompany.

No recourse under or upon any obligation, covepaaigreement contained in said indenture or iniadgnture supplemental thereto, ¢
any Bond issued thereunder, or because of any tedebss arising thereunder, shall be had agaigghaarporator, or against any past, pre
or future stockholder, officer, or director, as Isuof the Company or of any successor corporatdher directly or through the Company
any successor corporation, under any rule of lastute or constitutional provision or by the enfrent of any assessment or by any leg
equitable proceeding or otherwise, it being expyeagreed and understood that said indenture, adgniture supplemental thereto and
obligations issued thereunder, are solely corpavateyations, and that no personal liability whateghall attach to, or be incurred by, <
incorporators, stockholders, officers or directas,such, of the Company, or of any successor catipn, or any of them, because of
incurring of the indebtedness thereby authorizedjraler or by reason of any of the obligations,et@ants or agreements contained ir
indenture or in any indenture supplemental theoeto any of the Bonds issued thereunder, or indpierefrom.




This Bond shall not be entitled to any securitypenefit under said indenture, as amended and suppted, and shall not become vali
obligatory for any purpose, until the certificatieanithentication, hereon endorsed, shall have begred by U.S. Bank National Associatior
Trustee, or by its successor in trust under saldriture.

In Witness Whereof, the Company has caused thislBobe duly executed by its proper officers uritkecorporate seal.

Dated

P uBLIC SERVICE E LECTRIC AND G AS C OMPANY,

(Vice) President

(Seal)
Attest:

(Assistant) Secretary

(Form of Certificate of Authentication)

Certificate of Authentication

This Bond is one of the Bonds of the series des@ghtherein which is described in the wittmentioned indenture and suppleme
indenture dated August 1, 2014, as secured thereby.

U.S. BANK NATIONAL A SSOCIATION, T RUSTEE,

Authorized Signatory




Whereas, the execution and delivery of this supplgal indenture have been duly authorized by thar@of Directors of the Compal
and

Whereas, the Company represents that all thingsssacy to make the bond of the series hereinadéaribed, when duly authenticatec
the Trustee and issued by the Company, a valid,legal obligation of the Company, and to make thipplemental indenture a valid :
binding agreement supplemental to the Indentuneg baen done and performed:

Now, therefore, this supplemental indenture witedsshat the Company, in consideration of the psemiand the execution and deli
by the Trustee of this supplemental indenture,iarlrsuance of the covenants and agreements nedtai the Indenture and for other g
and valuable consideration, the receipt of whiclhaseby acknowledged, has granted, bargained, alidohed, remised, released, conve
confirmed, assigned, transferred and set over,bgnthese presents does grant, bargain, sell, alnise, release, convey, confirm, as:
transfer and set over unto the Trustee, its suocessd assigns, forever, all the right, title @&rdrest of the Company in and to all propert
every kind and description (except cash, accoumshdlls receivable and all merchandise bought] solmanufactured for sale in the ordir
course of the Comparg/’business, stocks, bonds or other corporate digiigaor securities, other than such as are destiiito Part V of th
Granting Clauses of the Indenture, not acquirett Wie proceeds of bonds secured by the Indentnceexcept as in the Indenture and he
otherwise expressly excluded) acquired by the Camsance the execution and delivery of the supplgaleéndenture dated May 1, 20
subsequent to the Indenture (except any such pyogely released from, or disposed of, free from lien of the Indenture, in accordance \
the provisions thereof) and all such property wtathny time hereafter may be acquired by the Coyipa

All of which property it is intended shall be indied in and granted by this supplemental indentandecavered by the lien of the Indent
as heretofore and hereby amended and supplemented;

Under and subject to any encumbrances or mortgagssng on property acquired by the Company atithe of such acquisition and |
heretofore discharged of record; and

Subject also, to the exceptions, reservations andigions in the Indenture and in this supplemeitdénture recited, and to the lie
reservations, exceptions, limitations, conditiond aestrictions imposed by or contained in the ssw@eeds, grants, franchises and contrac
other instruments through which the Company acduireclaims title to the aforesaid property; antj8at, also, to the existing leases, to |
on easements or rights of way, to liens for taxessessments and governmental charges not in defatile payment of which is deferr
pending appeal or other contest by legal procesdimgrsuant to Section 4 of Article Five of thedntlure, or the payment of which is defe
pending billing, transfer of title or final detemaition of amount, to easements for alleys, stréadways, rights of way and railroads that |
run across or encroach upon the said propertyitd pole and similar agreements, to undetermiliets and charges, if any, incidenta
construction, and other encumbrances permittedhéyridenture as heretofore and hereby amendeduapiesnented;

To have and to hold the property hereby conveyedssigned, or intended to be conveyed or assigmd,the Trustee, its successa
successors and assigns, forever;

In trust, nevertheless, upon the terms, conditamd trusts set forth in the Indenture as heretadok hereby amended and suppleme
to the end that the said property shall be sultgetite lien of the Indenture as heretofore andbheemended and supplemented, with the :
force and effect as though said property had beelnded in the Granting Clauses of the Indenturthattime of the execution and deliv
thereof;

And this supplemental indenture further witnessh#t for the considerations aforesaid, it is heretwenanted between the Company
the Trustee as follows:




ARTICLE I.

Bonds of the Medium-Term Notes Series J.

The series of bonds authorized by this supplemémdainture to be issued under and secured by ttentare shall be designatefgirst anc
Refunding Mortgage Bonds, Medium-Term Notes Seifeshall be limited to the aggregate principal amafr775,000,000; shall be isst
initially to the Note Trustee and shall mature d®ér interest as set forth in the form of bondfegh herein; provided, however, that
Company shall receive certain credits against aland interest as set forth in Section 3.01 dferEhe date of each Bond of the Medium
Term Notes Series J shall be the interest paymarttext preceding the date of authentication,asndeich date of authentication be an int
payment date, in which case the date shall be ale af authentication, or unless such date of atittagion be prior to the first serainnua
interest payment date, in which case the date bhaflugust 1, 2014.

Bonds of the MediunT-erm Notes Series J shall be issuable only in ¢ fof fully registered bonds in any denominatiatharized b
the Company. Interest on the Bonds of the Mediumrilidotes Series J shall be payable samiually in arrears on February 1 and August
each year, payable initially on February 1, 201Hject to receipt of certain credits against ppatiand interest as set forth in Section
hereof and shall be payable as to both principdliaterest in such coin or currency of the Unit¢dt& of America as at the time of payn
shall constitute legal tender for the payment diljpuand private debts, at the principal corpotatst office of the Trustee, or at the corpa
trust office of any paying agent appointed.

Bonds of the MediunTerm Notes Series J shall be transferable and egeladle, but only as provided in the Indenture #edNott
Indenture, upon surrender thereof for cancellakigrihe registered owner in person or by attorndy duthorized in writing at either of si
offices. The Company hereby waives any right to enalcharge for any transfer or exchange of BondseoMediumTerm Notes Series J, |
the Company may require payment of a sum sufficientover any tax or any other governmental chading¢ may be imposed in relat
thereto.

ARTICLE II.

Redemption of Bonds of Medium-Term Notes Series J.

Section 2.01Redemption-Redemption Price . Bonds of the MediunTerm Notes Series J shall be subject to redemptiton to maturit
under the conditions, and upon payment of the atscagymay be specified in the following conditions:

(a) at any time in whole or in part at the optidrihee Company upon receipt by the Trustee of writtertification of the Company a
of the Note Trustee that the principal amount & 8eries J Notes then outstanding under the Natentare is not in excess of si
principal amount of the Bonds of the Medidrerm Notes Series J as shall remain pledged tdtte Trustee after giving effect to sl
redemption; (b) at any time by the application 1§ proceeds of released property or other moneay inethe Trustee and which, purst
to Section 4C of Article Eight of the Indenture,aasended and supplemented, are applied to the ptitenof Bonds of the Mediuriierrr
Notes Series J, upon payment of 100% of the prad@mount thereof, together with interest accrethé redemption date, provided 1
any such payment shall be subject to receipt byCtrapany of certain credits against such obligat@s set forth in Section 3.01 herec
(c) automatically upon failure to pay the principélany Series J Notes then outstanding under tie Mdenture when due, on their st
maturity date or earlier redemption or repaymenedm a principal amount of Bonds of the Medilmrm Notes Series J equal to
principal amount of such Series J Notes, in eade,cat a price equal to 100% of the principal amdhbereof, together with accru
interest, if applicable.

Section 2.02Redemptions Pursuant to Section 4C of Article Eight of the Indenture . If, pursuant to Section 4C of Article Eight ofe
Indenture, as amended and supplemented, any poéedleased property or other money then heldhbyTrustee shall be applied to
redemption of the Bonds of the Medium-Term NoteseSe], the Trustee shall give at least 45 days priitten




notice of such redemption to the Note Trustee wifgwa on the date fixed for redemption such princgaount thereof as is equal to s
proceeds shall be redeemed; provided that no sddnption shall be made unless the Trustee shall feeeipt of a written certification of t
Company and the Note Trustee that a like princgrabunt of Series J Notes shall have been theretofateemed in accordance with
provisions of the Note Indenture. For purposeseatémining which of the Comparg/First and Refunding Mortgage Bonds are subjestitt
mandatory redemption, the Mortgage Trustee shaltider the 10% stated annual interest rate of trelB of the MediunTerm Notes Series
not the weighted average interest rate of outsten8eries J Notes. Bonds of said series so redeshadidbe cancelled.

Section 2.03Interest on Called Bonds to Cease. Each Bond of the Mediuriierm Notes Series J or portion thereof called émtemptiol
under Section 2.02 hereof shall be due and payatlilee office of the Note Trustee, as paying adenéunder, at its redemption price ant
the specified redemption date, anything hereimauch Bond to the contrary notwithstanding. Fromd after the date when each Bond of
Medium-Term Notes Series J or portion thereof shall be ahat payable as aforesaid (unless upon said datiithamount due thereon st
not be held by the Note Trustee, as paying ageetheer, and be immediately available for paymezitfurther interest shall cease to act
on such bond or on such portion thereof, as the s/ be.

Section 2.04Bonds Called in Part. If only a portion of any Bond of the Mediufiferm Notes Series J shall be called for redem
pursuant to Section 2.02 hereof, upon paymenteptition so called for redemption, the Note Trestkall make an appropriate notation
the Bond of the principal amount so redeemed.

Section 2.05Provisions of Indenture Not Applicable . The provisions of Article Four of the Indentuas, amended and supplemented,
not apply to the procedure for the exercise of aght of redemption reserved by the Company, cartg mandatory redemption provided
this Article in respect of the Bonds of the Medidmrm Notes Series J. There shall be no sinking fendhe Bonds of the Mediurmerm
Notes Series .

ARTICLE IlI.

Credits with Respect to Bonds of the Medium-Termdsderies J.

Section 3.01Credits. In addition to any other credit, payment or satiéa to which the Company is entitled with respecthe Bonds ¢
the MediumTerm Notes Series J, the Company shall be entitlectedits against amounts otherwise payable ipe@sof the Bonds of tl
Medium-Term Notes Series J in an amount correspantdi (i) the principal amount of any of the CompanSeries J Notes issued undel
Note Indenture surrendered to the Note TrusteehbyCompany, or purchased by the Note Trustee,docallation, (ii) the amount of mor
held by the Note Trustee and available and designfair the payment of principal or redemption piiegclusive of any premium) of, and
interest on, the Series J Notes, regardless afdhece of payment to the Note Trustee of such noaed (iii) the amount by which principal
and interest due on the Bonds of the Medilienm Notes Series J exceeds principal of and istehée on the Series J Notes. The Note Tr
shall make notation on such Bonds authorized heoélyy such credit.

Section 3.02Certificate of the Company. A certificate of the Company signed by the Prediderany Vice President, and attested to b
Secretary or any Assistant Secretary, and conséatby the Note Trustee, stating that the Compangniitled to a credit under Section :
hereof or that Bonds of the Mediufierm Notes Series J have been cancelled, andgéttith the basis therefor in reasonable detad]l d¥e
conclusive evidence of such entitlement, and thesfBe shall accept such certificate as such ewidevithout further investigation
verification of the matters stated therein.

ARTICLE IVv.

Miscellaneous.

Section 4.01Authentication of Bonds of Medium-Term Notes Series J. None of the Bonds of the Mediufrerm Notes Series J, the issu
which is provided for by this supplemental indeetushall be authenticated by or on behalf of thesfEee except in accordance with
provisions of the Indenture, as amended and sumpited, and this supplemental indenture, and upamplance with the conditions in tt
behalf therein contained.




Section 4.02Additional Restrictions on Authentication of Additional Bonds Under Indenture. The Company covenants that from and
the date of execution of this supplemental indentuw additional bonds (as defined in Section 1 dfcke Two of the Indenture) shall
authenticated and delivered by the Trustee undedi8ision A of Section 4 of said Article Two on @aemt of additions or improvements to
mortgaged property;

(1) unless the net earnings of the Company fop#réod required by Subdivision C of Section 6 dfisarticle Two shall have been
least twice the fixed charges (in lieu o8M times such fixed charges, as required by salatisision C); and for the purpose of 1
condition (a) such fixed charges shall in each daskide interest on the bonds applied for, notstihding the parenthetical provis
contained in clause (4) of said Subdivision C, &)dn computing such net earnings there shalhbkited in expenses of operation (ur
paragraph (c) of said Subdivision C) all chargesirasg earnings for depreciation, renewals or repteents, and all certificates with resj
to net earnings delivered to the Trustee in corioieatith any authentication of additional bonds endaid Article Two shall so state; ¢
(2) except to the extent of 60% (in lieu of 75%pasmitted by Subdivision A of Section 7 of saidiélg Two) of the cost or fair value
the Company of the additions or improvements fognhe basis for such authentication of additiormadds.

Section 4.03Restriction on Dividends. The Company will not declare or pay any dividendaory shares of its common stock (other
dividends payable in shares of its common stockpake any other distribution on any such sharepuochase or otherwise acquire any ¢
shares (except shares acquired without cost taCtmapany) whenever such action would reduce theedasurplus of the Company to
amount less than $10,000,000 or such lesser anagumay remain after deducting from said $10,00080l08mounts appearing in the book
account of the Company on December 31, 1948, wétietl thereafter, pursuant to any order or rularof regulatory body entered after ¢
date, be required to be removed, in whole or i, fl\m the books of account of the Company by gharo earned surplus.

Section 4.04Use of Facsimile Seal and Signatures. The seal of the Company and any or all signatufdiseoofficers of the Company up
any of the Bonds of the Medium-Term Notes Serigmy be facsimiles.

Section 4.05Time for Making of Payment. All payments of principal or redemption price ofidainterest on, the Bonds of the Medium
Term Notes Series J shall be made either prioh¢odue date thereof or on the due date theresgfimediately available funds. In any c
where the date of any such payment shall be a &aturr Sunday or a legal holiday or a day on whiaehking institutions in the city
payment are authorized by law to close, then sagiment need not be made on such date but may be amaithe next succeeding business
with the same force and effect as if made on tteedduie, and no interest on such payment shall adoruhe period after such date.

Section 4.06Effective Period of Supplemental Indenture. The preceding provisions of Articles I, 1l and df this supplemental indentt
shall remain in effect only so long as any of tlen8s of the Medium-Term Notes Series J shall reratstanding.

Section 4.07Effect of Approval of Board of Public Utilities of the State of New Jersey. The approval of the Board of Public Utilities ok
State of New Jersey of the execution and delivéthese presents and of the issue of any BondeoMtédiumTerm Notes Series J shall not
construed as approval of said Board of any othgrmaatter or thing which requires approval of sBahrd under the laws of the State of I
Jersey.

Section 4.08Execution in Counterparts. For the purpose of facilitating the recording héréus supplemental indenture has been exe
in several counterparts, each of which shall besdradl be taken to be an original, and all colleti but one instrument.




In witness whereof, Public Service Electric and Gasnpany, party hereto of the first part, after dogporate and other proceedings,
caused this supplemental indenture to be signecheknbwledged or proved by its President or oniésdfice Presidents and its corporate
hereunto to be affixed and to be attested by thrasire of its Secretary or an Assistant Secretamg; U.S. Bank National Association,
Trustee, party hereto of the second part, has dahsesupplemental indenture to be signed andaeletged or proved by its President or
of its Vice Presidents, and its corporate sealetdéreunto affixed and to be attested by the sigeatf its Secretary, Assistant Secretary, '
President, or an Assistant Vice President. Execatelddelivered this fday of August 2014.

Attest:
P UBLIC S ERVICE ELECTRIC ANDG AS C OMPANY
By /9 B. D. Huntington

B. D. Huntington

Vice President
Attest:
/sl E. C. Fedak
E. C. Fedak

Assistant Secretary

U.S. BANK NATIONAL ASSOCIATION

By /s N. Barnes
N. Barnes
Vice President
Attest:
/s/ A. Harris
A. Harris

Vice President

STATEOFN EWJERSEY )
SS)
C OUNTY OFE SSEX )




Be it Remembered, that on this'#lay of August, 2014, before me, the subscriberptafy Public of the State of New Jersey, perso
appeared B.D. Huntington, who, | am satisfied, \§@e President of Public Service Electric and Gasnpany, one of the corporations nai
in and which executed the foregoing instrument, Bnthe person who signed the said instrument el sfficer, for and on behalf of st
corporation, and | having first made known to him tontents thereof, he did acknowledge that heegighe said instrument as such offi
that the said instrument was made by such corporatid sealed with its corporate seal, that thetisatrument is the voluntary act and dee
such corporation, made by virtue of authority frdsnBoard of Directors, and that said corporatitw mortgagor, has received a true cof
said instrument.

/s/ Susan M. Costello
Susan M. Costello
Notary Public of New Jersey
My Commission Expires March 26, 2017

STATEOFN EWJERSEY )
SS)
C OUNTY OFE SSEX )

Be it Remembered, that on this*#lay of August 2014 before me, the subscriber, afydPublic of the State of New Jersey, perso
appeared N. Barnes, who, | am satisfied, is a Yiesident of U.S. Bank National Association, oneghaf corporations named in and wt
executed the foregoing instrument, and is the pevdw signed the said instrument as such officerahd on behalf of such corporation, a
having first made known to him the contents therdwf did acknowledge that he signed the said imstni as such officer, that the <
instrument was made by such corporation and seeilidits corporate seal, and that the said instmmie the voluntary act and deed of s
corporation, made by virtue of authority from itedd of Directors.

/s/ June Bar nett

June Barnett

Notary Public of New Jersey

My Commission Expires July 31, 2018




CERTIFICATE OF RESIDENCE

U.S. Bank National Association, Mortgagee and Teswithin named, hereby certifies that its precissidence is 21 South Stre
Morristown, New Jersey 07960.

U.S. BANK NATIONAL ASSOCIATION

By /s/ N. Barnes
N. Barnes
Vice President



EXHIBIT 12

PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Nine Months Ended Years Ended
September 30, December 31,
2014 2013 2013 2012 2011 2010 2009
(Millions, except ratios)
Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations 1,67¢ $ 1,751 $2,058 $2,011 $2,38/ $2,61¢ $2,63¢
(Income) Loss from Equity Investees, net of
Distributions — ®) @) 9 4 (19 (25)
Fixed Charges 33t 34k 45¢ 47¢ 52z 571 60C
Capitalized Interest (10 (12 (16) (29 (14 (67) (45)
Preferred Securities Dividend Requirements of
Subsidiaries — — — — — 2 (6)
Total Earnings 2,00( $ 2,07¢ $2,49C $248( $2,88¢ $3,09¢ $3,16(
Fixed Charges as Defined in Regulation S-K (B)
Interest Expense 32C $ 33: $ 44z $ 46 $ 50¢ $ 55t $ 581
Interest Factor in Rentals 15 12 1€ 14 13 14 13
Preferred Securities Dividend Requirements of
Subsidiaries = = — — — 2 6
Total Fixed Charges 33t $ 34t $ 45¢ $ 47¢ $ 52z $ 571 $ 60C
Ratio of Earnings to Fixed Charges 5.97 6.0< 5.44 5.1¢ 5.5¢ 5.4: 5.27
(A) The term “earnings” shall be defined as preitecome from Continuing Operations before incoméoes from equity investees plus

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

interest capitalized during the period and (b)abtial amount of any preferred securities dividesgiiirements of majority-owned

subsidiaries stated on a pre-tax level.

(B) Fixed Charges represent (a) interest, whetkpensed or capitalized, (b) amortization of débtalint, premium and expense, (c) an

estimate of interest implicit in rentals, and (d@ferred securities dividend requirements of majesivned subsidiaries stated on a pre
tax level.



EXHIBIT 12.1

PSEG POWER LLC
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Nine Months Ended Years Ended
September 30 December 31,
2014 2013 2013 2012 2011 2010 2009
(Millions, except ratios)

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $ 717 $ 961 $1,06c $1,09¢ $1,70% $1,93: $1,96¢
(Income) Loss from Equity Investees, net of

Distributions Q) (8) (10 (6) (12 (8) (7
Fixed Charges 112 10¢€ 143 164 20¢ 23¢ 221
Capitalized Interest 2 1 1 (6) (20) (63) (43
Total Earnings $ 83C $ 1,06 $1,197 $1,251 $1,88¢ $2,09¢ $2,14(
Fixed Charges as Defined in Regulation S-K

(B)

Interest Expense $ 10 $ 108 $ 13¢ $ 161 $ 208 $ 23 $ 21¢
Interest Factor in Rentals 3 3 4 3 3 3 2
Total Fixed Charges $ 11z $ 106 $ 14 $ 164 $ 208 $ 23t $ 221
Ratio of Earnings to Fixed Charges 7.4] 10.0( 8.37 7.6¢ 9.0¢ 8.8 9.6¢

(A) The term “earnings” shall be defined as preitecome from Continuing Operations before incoméoes from equity method
investees plus distributed income from equity itges. Add to pre-tax income the amount of fixed'ges adjusted to exclude the
amount of any interest capitalized during the ppkrio

(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 12.2

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

Nine Months Ended Years Ended
September 30, December 31,
2014 2013 2013 2012 2011 2010 2009
(Millions, except ratios)

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations$ 92C $ 77¢ $ 99 $ 83t $ 861 $ 591 $ 551

Fixed Charges 22¢ 24C 31¢€ 314 31¢ 32t 317
Capitalized Interest (12) (12 (1€) (23 4 2 Q)
Total Earnings $ 1,13« $ 1,007 $1,29¢ $1,13¢ $1,17¢ $ 914 $ 867
Fixed Charges as Defined in Regulation S-K

(B)

Interest Expense $ 21 $ 23t $ 30¢ $ 306 $ 314 $ 32C $ 31c
Interest Factor in Rentals 8 5 7 6 5 5 4
Total Fixed Charges $ 226 $ 24C $ 31 $ 314 $ 31¢ $ 328 $ 317
Ratio of Earnings to Fixed Charges 5.0Z 4.2C 4.0¢ 3.62 3.6¢ 2.81 2.7¢4

(A) The term "earnings" shall be defined as pret@ome from continuing operations. Add to pre-tacome the amount of fixed charges
adjusted to exclude the amount of any interestabged during the period.

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



EXHIBIT 12.3

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

Nine Months Ended Years Ended
September 30, December 31,
2014 2013 2013 2012 2011 2010 2009
(Millions, except ratios)
Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operatior $ 92C $ 77 $ 99 $ 83t $ 861 $ 591 $ 551
Fixed Charges 22¢ 24C 31¢€ 314 31¢ 327 322
Capitalized Interest 12 12 (16) (13 (4) ) Q)
Preferred Securities Dividend Requirements — — — — — 2 (6)
Total Earnings $ 1,13¢ $ 1,000 $1,29¢ $1,13¢ $1,17¢ $ 914 $ 867
Fixed Charges as Defined in Regulation S-K
(B)
Interest Expense $ 21& $ 23t $ 30 $ 308 $ 314 $ 32 $ 31:
Interest Factor in Rentals 8 5 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 $ 22¢ $ 24C $ 31€ $ 314 $ 31¢ $ 327 $ 32
Ratio of Earnings to Fixed Charges 5.0Z 4.2 4.0¢ 3.62 3.6¢ 2.8C 2.6¢

(A) The term "earnings" shall be defined as pret@ome from continuing operations. Add to pre-tacome the amount of fixed charges
adjusted to exclude (a) the amount of any interagitalized during the period, (b) the actual amia@irany preferred securities
dividend requirements of majority owned subsidisrend (c) preferred stock dividends which weréuithed in such fixed charges
amount but not deducted in the determination oftarencome.

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



EXHIBIT 31

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

I, Ralph 1zzo, certify that:

1.
2.

Date:

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

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

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

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

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

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

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

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

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

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

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

October 30, 2014 /s/ Ralph Izzo

Ralph Izzo
Public Service Enterprise Group Incorporated
Chief Executive Officer



EXHIBIT 31.1

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

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

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

respect to the period covered by this report;

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

in this report;

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

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

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

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

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

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

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

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

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

October 30, 2014 /sl Caroline Dorsa

Caroline Dorsa
Public Service Enterprise Group Incorporated
Chief Financial Officer



EXHIBIT 31.2

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

I, Ralph Izzo, certify that:

1.
2.

Date:

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

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

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

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

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

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

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

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

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

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

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

October 30, 2014 /s/ Ralph Izzo
Ralph Izzo
PSEG Power LLC
Chief Executive Officer




EXHIBIT 31.3

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

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

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

respect to the period covered by this report;

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

in this report;

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

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

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

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

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

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

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

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

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

October 30, 2014 /sl Caroline Dorsa

Caroline Dorsa
PSEG Power LLC
Chief Financial Officer



EXHIBIT 31.4

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

I, Ralph 1zzo, certify that:

1.
2.

Date:

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

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

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

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

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

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

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

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

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

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

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

October 30, 2014 /s/ Ralph Izzo

Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer



EXHIBIT 31.5

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

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

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

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

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

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

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

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

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

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

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

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

October 30, 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
Quarterly Report of Public Service Enterprise Grougprporated on Form 10-Q for the quarter endgae®eber 30, 2014 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Enterprise Group Incorporated.

/s/ Ralph Izzo

Ralph Izzo

Public Service Enterprise Group Incorporated
Chief Executive Officer

October 30, 2014




EXHIBIT 32.1

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

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Enterprise Group Incorporated, to the dlesy knowledge, certify that
(i) the Quarterly Report of Public Service EntesprGroup Incorporated on Form 10-Q for the quameied September 30, 2014 (the “Report”
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1884 (ii) the information contained in the
Report fairly presents, in all material respedts, financial condition and results of operation®uoblic Service Enterprise Group Incorporated.

/sl Caroline Dorsa
Caroline Dorsa

Public Service Enterprise Group Incorporated
Chief Financial Officer
October 30, 2014




EXHIBIT 32.2

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

I, Ralph 1zzo, Chief Executive Officer of PSEG PoweC, to the best of my knowledge, certify thattfie Quarterly Report of PSEG
Power LLC on Form 10-Q for the quarter ended Sep&r80, 2014 (the “Report”) fully complies with thequirements of Section 13(a) or 15

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

/s/ Ralph Izzo
Ralph Izzo

PSEG Power LLC
Chief Executive Officer
October 30, 2014



EXHIBIT 32.3

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

I, Caroline Dorsa, Chief Financial Officer of PSIP@wer LLC, to the best of my knowledge, certifytttinthe Quarterly Report of PSE
Power LLC on Form 10-Q for the quarter ended Sep&r80, 2014 (the “Report”) fully complies with thequirements of Section 13(a) or 15

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

/sl Caroline Dorsa
Caroline Dorsa

PSEG Power LLC
Chief Financial Officer
October 30, 2014



EXHIBIT 32.4

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

I, Ralph 1zzo, Chief Executive Officer of Publicr8ee Electric and Gas Company, to the best of mywedge, certify that (i) the
Quarterly Report of Public Service Electric and Gasnpany on Form 10-Q for the quarter ended Sepe® 2014 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Electric and Gas Company.

/s/ Ralph Izzo
Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer
October 30, 2014



EXHIBIT 32.5

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

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Electric and Gas Company, to the bestyoknowledge, certify that (i) the
Quarterly Report of Public Service Electric and Gasnpany on Form 10-Q for the quarter ended Sepe® 2014 (the “Report”) fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 ai)dHe information contained in the Rep
fairly presents, in all material respects, theficial condition and results of operations of PuBl@vice Electric and Gas Company.

/s/ Caroline Dorsa
Caroline Dorsa

Public Service Electric and Gas Company
Chief Financial Officer
October 30, 2014



