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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| aridea statements that are not purely historemaistitute “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 resultiiffer materially from those anticipated. Such stagnts 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 fadioat could cause actual results to differ matgrieom those contemplated in any forward-
looking statements made by us herein are discusdésm 1A. Risk Factors, Item 7. Management’s D&sgion and Analysis of Financial
Condition and Results of Operations (MD&A), ItemR8nancial Statements and Supplementary Data— Nat€ommitments and Contingent
Liabilities , and other factors discussed in fisnge make with the United States Securities andh&xge Commission (SEC) including our
subsequent reports on Form 10-Q and Form 8-K aaifsde on our website: http://www.pseg.com. Thiastors include, but are not limited
to:

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

U adverse changes in energy industry law, policiesragulations, including market structures andsmaission plannin

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

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

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

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

o any inability to manage our energy obligations,ilatée supply and risk

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

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

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

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

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

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

U any inability to achieve, or continue to sustaiar, expected levels of operating performa

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

U acts of terrorism, cybersecurity attacks or inwuasithat could adversely impact our busine

U increases in competition in energy supply markstaell as for transmission projet

U any inability to realize anticipated tax benefitgetain tax credit

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

o adverse performance of our decommissioning anaeeéfoenefit plan trust fund investments and chaigfsding requirement
U changes in technology, such as distributed gegratid micro grids, and greater reliance on thedenblogies, ar

o changes in customer behaviors, including increasesergy efficiency, netaetering and demand respoi

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 willdlaéized or even if realized, will have the expecatedsequences to, or effects on, us or ou
business prospects, financial condition or resfltgperations. Readers are cautioned not to 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 applicablergies 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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FILING FORMAT AND GLOSSARY

This combined Annual Report on Form 10-K is semdydtled by Public Service Enterprise Group Inamgted (PSEG), Public Service
Electric and Gas Company (PSE&G) and PSEG Power (Rdver). Information relating to any individualropany is filed by such company
on its own behalf. PSE&G and Power are each osgamsible for information about itself and its sdizies.

Discussions throughout the document refer to PSkd3ta direct operating subsidiaries, PSE&G and &o®epending on the context of each
section, references to “we,” “us,” and “our” relatcePSEG or to the specific company or compani@sgbiscussed. In addition, certain key
acronyms and definitions are summarized in a glggsaginning on page 190.

WHERE TO FIND MORE INFORMATION

We file annual, quarterly and current reports, gretatements and other information with the SEQu ¥y read and copy any document that
we file at the Public Reference Room of the SECO& F Street, N.E., Washington, D.C. 20549. Infdiamaon the operation of the Public
Reference Room may be obtained by calling the SEIC880-SEC-0330. You may also obtain our filedwoents from commercial document
retrieval services, the SEC’s internet website atwsec.gov or our website at www.pseg.com. Infofomabn our website should not be
deemed incorporated into or as a part of this tefrr Common Stock is listed on the New York St&sichange under the ticker symbol
PEG. You can obtain information about us at theceff of the New York Stock Exchange, Inc., 20 Br8adet, New York, New York 10005.

PART |

ITEM 1. BUSINESS

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

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

PSE&G Power

A New Jersey corporation, incorporated in A Delaware limited liability company formed
1924, which is a franchised public utility in] in 1999 that integrates its merchant nuclear,
New Jersey. It is also the provider of last fossil and renewable generating asset
resort for gas and electric commodity servijce operations with its wholesale energy sales,
for end users in its service territory. fuel supply and energy trading functions.

Earns revenues from its regulated rate tar(ffs Earns revenues from selling under contract g
under which it provides electric transmissipn on the spot market a range of diverse

=

and electric and gas distribution to products such as electricity, natural gas,
residential, commercial and industrial emissions credits and a series of energy-
customers in its service territory. It also related products used to optimize the
offers appliance services and repairs to operation of the energy grid.

customers throughout its service territory.

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

Our other direct wholly owned subsidiaries are: 83hergy Holdings L.L.C. (Energy Holdings), whichres its revenues primarily from its
portfolio of lease investments; PSEG Long IslandCL(PSEG LI), which operates the Long Island Powetharity's (LIPA) transmission and
distribution (T&D) system under a contractual agneat; and PSEG Services Corporation (Servicesiwhiovides us and our operating
subsidiaries with certain management, administeadivd general services at cost.

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

. Business Operations and Strat
. Competitive Environme

° Employee Relatior

. Regulatory Issue

° Environmental Matte|

BUSINESS OPERATIONS AND STRATEGY

PSE&G

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

KEY:

g COMBINED ELECTRIC &
GAS TERRITORIES 9

|| ELECTRIC TERRITORY
GAS TERRITORY

Products and Services

Our utility operations primarily earn margins thghuthe transmission and distribution of electri@ityd the distribution of gas.
° Transmission—the movement of electricity at high voltage froengrating plants to substations and transformererait is then

reduced to a lower voltage for distribution to hameusinesses and industrial customers. Our regdpu¢hese services
are based upon tariffs approved by the FederalggriRegulatory Commission (FERC).
° Distribution —the delivery of electricity and gas to the retaistomer’s home, business or industrial facilityr @venues for these

services are based upon tariffs approved by the Megsey Board of Public Utilities (BPU).

2






Table of Contents

The commodity portion of our utility business’ aiéc and gas sales is managed by basic generaivits (BGS) and basic gas supply service
(BGSS) suppliers. Pricing for those services atdge¢he BPU as a pass-through, resulting in nogméor our utility operations.

We also earn margins through competitive servisesh as appliance repair.

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

° programs to help finance the installation of splawer systems throughout our electric service ae¢

° programs to develop, own and operate solar povstese

We have also implemented a set of energy efficiemzydemand response programs to encourage cotiser@ad energy efficiency by
providing energy and cost saving measures diréathusinesses and families. For additional inforomatoncerning these programs and the
components of our tariffs, see Regulatory IssuesteSRegulation and Part II, Item 8. Financial Stegets and Supplementary DatdNete 5.
Regulatory Assets and Liabilities .

How PSE&G Operates

We are a transmission owner in PJM InterconnectidnC. (PJM) and we provide distribution service22 million electric customers and 1.8
million gas customers in a service area that coappsoximately 2,600 square miles running diaggredross New Jersey. We serve the most
heavily populated, commercialized and industrialirritory in New Jersey, including its six largegies and approximately three hundred
suburban and rural communities.

Transmission

We use formula rates for our transmission costofise and investments. Formula-type rates proaideethod of rate recovery where the
transmission owner annually determines its reveagairements through a fixed formula which consdeperations and Maintenance
expenditures, Rate Base and capital investmentayplies an approved return on equity (ROE) in taieg the weighted average cost of
capital. Our current approved rates provide foasebROE of 11.68% on existing and new transmisei@stment, while certain investments
are entitled to earn an additional incentive rate. more information, see Regulatory Issues—Fed@eglulation—Transmission Regulation.

Transmission Statistics

December 31, 2014

Billing Peak Megawatt Historical Annual Load
Network Circuit Miles (MW) Growth 2010-2014
1,659 9,515 (0.4)%

In April 2014, we completed our North Central Rbiidy project, an upgrade of 55 circuit miles &8Lkilovolts (kV) transmission line to 230
kV and conversion of six existing stations to 230dperation and our Burlington-Camden project, pgrade of 37 circuit miles of 138 kV
transmission line to 230 kV .

During 2014 , we continued to execute four majgiaeral transmission projects for which we were @sst construction responsibility by
PJIM:

Major Transmission Projects
As of December 31, 2014

Total Estimated Total Project Expected In-Service
Project Project Costs Up To Spend Date
Millions
Susquehanna-Roseland 500 kV (A) $790 $775 June 2015
Northeast Grid Reliability 230 kV $907 $569 June-December 2015
Mickleton-Gloucester-Camden 230 kV $435 $278 June 2015
Bergen-Linden Corridor 345 kV $1,20C $40 June 2018

(A) On April 1, 2014, Phase One was completedabredule, placing into service the eastern pati@fitansmission line from
Hopatcong to Roseland, New Jersey. Constructidheofransmission line from New Jersey to the Pemarija border
was completed in 2014.
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Distribution

PSE&G distributes gas and electricity to end usemur respective franchised service territoriesr @pproved rates, established in our most
recent gas and electric base rate proceeding ctadple mid-2010, provide for an allowed ROE of 28.8n distribution rate base. The BPU
has also approved a series of PSE&G infrastrucaurergy efficiency and renewable energy investrpesgrams with cost recovery through
various clause mechanisms, with allowed ROEs ranfyjom 9.75% to 10.3%. Our load requirements ali¢ among residential, commercial
and industrial customers, as described in thevatig table for 2014 .

% of 2014 Sales

Customer Type Electric Gas
Commercial 58% 36%
Residential 32% 60%
Industrial 10% 4%
Total 100% 100%

While our customer base has remained steady, ieléxtid has declined and gas load has increaséidstgated below:

Electric and Gas Distribution Statistics

December 31, 2014

Number of Electric Sales and Gas Historical Annual Load
Customers Firm Sales (A) Growth 2010-2014
Electric 2.2 Million 40,73 Gigawatt hours (GWh) (0.6)%
Gas 1.€ Million 2,62¢ Million Therms 2.0%
(A) Excludes Contract Service Gas (CSG) rate dagss, which do not impact margin.

The decline in electric sales is the result of ¢jesnin customer usage patterns, including conservahd more energy efficient appliances.
firm sales increased to all customer classes asudtrof lower gas prices and more favorable weatbely gas firm sales impact margin.

Solar Generation

In order to support New Jersey's Energy Master Btahthe state's renewable energy goals, we halertaken two major solar initiatives at
PSE&G, the Solar Loan Program and the Solar 4 vdl Solar 4 All Extension Programs. Our Solar LoamgPam provides solar system
financing to our residential and commercial cust@an€&he loans are repaid with cash or solar reneneergy certificates (SRECs). We sell
the SRECs used to repay the loans through a pergagiition, the proceeds of which are used to offsmgram costs. Our Solar 4 All Programs
invest in utility-owned solar photovoltaic (PV) dealized solar systems installed on PSE&G propenty third party sites, including landfill
facilities, and solar panels installed on distribatsystem poles in our electric service territdiie sell the energy and capacity from the
systems in the PJM wholesale electricity markeaddition, we sell SRECs generated by the profbetaigh the same periodic auction used ir
the loan program, the proceeds of which are useff¢et program costs. As of December 31, 2014 hae invested an aggregate of
approximately $765 million in both solar programs.

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

All electric and gas customers in New Jersey hhgeability to choose their own electric energy and@as supplier. Pursuant to BPU
requirements, we serve as the supplier of lasttrésotwo types of electric and gas customers iithur service territory that are not served by
another supplier. The first type, which represaitsut 80% of PSE&G's load requirements, providdawesupply service for smaller
industrial and commercial customers and resideatisiomers at seasonally-adjusted fixed pricea three-year term (BGS-Residential Small
Commercial Pricing (RSCP)). These rates changeallyman June 1 and are based on the average fdrtesed at auctions in the current year
and two prior years. The second type provides diesapply for larger customers, with energy priegdourly PJM real-time market prices for
a contract term of 12 months (BGS-CIEP).
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We procure the supply to meet our BGS obligatitimsugh auctions authorized by the BPU for New Jésgetal BGS requirement. These
auctions take place annually in February. Restiltsese auctions determine which energy suppliersiathorized to supply BGS to New
Jersey'’s electric distribution companies (EDCs)c©walidated by the BPU, electricity prices for B&S3vice are set. Approximately one-third
of PSE&G's total BGS-RSCP eligible load is auctidmach year for a three-year term. For informatiorcurrent prices, see Part Il, Item 8.
Financial Statements and Supplementary Data— Nat€ammitments and Contingent Liabilities .

PSE&G procures the supply requirements of its defauvice BGSS gas customers through a full-respénts contract with Power. The BPU
has approved a mechanism designed to recoversatigzamodity costs related to BGSS for residentiatamers. BGSS filings are made
annually by June 1 of each year, with an effeatiae of October 1. PSE&G’s revenues are matchdditgicosts using deferral accounting,
with the goal of achieving a zero cumulative batahg September 30 of each year. In addition, we llag ability to put in place two self-
implementing BGSS increases on December 1 and &gbiuof 5% and also may reduce the BGSS rateyatime. See Part Il, ltem 8.
Financial Statements and Supplementary Data— NdR=§ulatory Assets and Liabilities for information recent self-implementing credits.
Any difference between rates charged under the B&B8act and rates charged to our residentiabousts is deferred and collected or
refunded through adjustments in future rates. Coroiadeand industrial customers that do not seleictitparty suppliers are also supplied ur
the BGSS arrangement. These customers are chargatkat-based price largely determined by pricesdonmodity futures contracts.

Markets and Market Pricing

Historically, there has been significant volatilitycommodity prices. Such volatility can have asiderable impact on us since a rising
commodity price environment results in higher dedad electric and gas rates for customers. Thiklgesult in decreased demand for
electricity and gas, increased regulatory pressamesgreater working capital requirements as thiean of higher commaodity costs from ¢
customers may be deferred under our regulatedstateture. A declining commodity price on the othand, would be expected to have the
opposite effect. For additional information, indlogl the impact of natural gas commodity prices lectecity prices such as BGS, see Part I,
Item 7. MD&A—Executive Overview of 2014 and Fut@etlook.

Power

Through Power, we seek to produce low-cost elatstriy efficiently operating our nuclear, coal, ga#-fired and renewable generation asset:
while balancing generation output, fuel requirerseamtd supply obligations through energy portfolanagement. We use the generation we
own combined with commodity contracts and finanmatruments to cover our commitments for BGS imNersey and other bilateral supply
contract agreements.

Products and Services

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

° Energy —the electrical output produced by generation glainat is ultimately delivered to customers for iskghting, heating, air
conditioning and operation of other electrical gguént. Energy is our principal product and is gtioe a usage basis, typically in
cents per kilowatt hour (kwh) or dollars per megtavaur (MWh).

° Capacity —distinct from energy, capacity is a market comneitrinthat a given generation unit will be availaiolen Independent

System Operator (ISO) for dispatch when it is ndedemeet system demand. Capacity is typicallygatio dollars per
MW for a given sale period (e.g. day or month).

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

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

transmission path.
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Power also sells wholesale natural gas, primahnilgugh a full-requirements BGSS contract with PSBE&E@neet the gas supply requirements
of PSE&G's customers. This long-term arrangemedtdeen for an initial period which extended throddrch 31, 2012 and continued on a
year-to-year basis unless terminated by either partly wione year notice. On March 19, 2014, the BRWad an extension of the BGSS
contract to March 31, 2019 and then year to yesretifter unless terminated by either party witlva year notice.

Approximately 46% of PSE&G'’s peak daily gas requients is provided from Power’s firm gas transpatatapacity, which is available
every day of the year. Power satisfies the remaioaflESE&G’s requirements from storage contradgsiefied natural gas, seasonal purchases
contract peaking supply, propane and refinery Based upon the availability of natural gas beyo8&&G's daily needs, Power also sells gas
to others and uses it in its generation fleet.

In addition to its nuclear and fossil generatigref] Power owns and operates 109 MW direct cu(dmtof PV solar generation facilities and
has a 50% ownership interest in a 208 MW oil-figegheration facility in Hawaii.

The remainder of this section about Power coversiaalear and fossil fleet in the Mid-Atlantic aN@rtheast regions which comprise the vasi
majority of Power’s operations and financial penfi@nce.

How Power Operates

Nearly all of our generation capacity consists wélaar and fossil generatiorl3,146 MW) that is located in the Northeast and-¥ithntic
regions of the United States in some of the cotmtaygest and most developed electricity markets.additional information see Item 2.
Properties.

The map below shows the locations of our NorthaadtMid-Atlantic nuclear and fossil generation fiéieis:
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° Generation Capacity

Our nuclear and fossil installed capacity utilizediverse mix of fuels: 46% gas, 28% nuclear, 18#,¢7% oil and 1% pumped
storage. This fuel diversity helps to mitigate sigsissociated with fuel price volatility and maréletnand cycles. Our total generat
output in 2014 was approximately 54,000 GWh. Theegation mix by fuel type has changed slightlyanent years due to the
relatively favorable price of natural gas as coredao coal, making it more economical to run certdiour gas units in place of c
coal units. The following table indicates the prdjzmate share of generating output by fuel typ20i4 .
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Generation by Fuel Type (A) Actual 2014
Nuclear:
New Jersey facilities 37%
Pennsylvania facilities 17%
Fossil:
Coal:
Pennsylvania facilities 9%
Connecticut facilities 2%
Coal and Natural Gas:
New Jersey facilities 3%
Natural Gas and Oil:
New Jersey facilities 24%
New York facilities 8%
Connecticut facilities —% (B)
Total 100%

(A) Excludes pumped storage, solar facilitied #0ssil generation in Hawaii
(B) Less than one percent

° Generation Dispatct

Our generation units are typically characterizedeasing one or more of three general energy mad@ments: base load; load
following; and peaking, based on their operatingaddlity and performance. On a capacity basis,pautfolio of generation assets
consists of 34% base load, 44% load following a2 Deaking. This diversity helps to reduce the aiskociated with market
demand cycles and allows us to participate in taeket at each segment of the dispatch curve.

e Base Load Unitsrun the most and typically are called to operatemaver they are available. These units generatiyale
revenues from energy and capacity sales. Varigtdeabing costs are low due to the combination gllyi efficient operations
and the use of relatively lower-cost fuels. Perfance is generally measured by the unit’s “capdaityor,” or the ratio of the

actual output to the theoretical maximum outpu®i4 , our base load capacity factors were asviwstl

2014
Capacity

Unit Factor
Nuclear
Salem Unit 1 85.8%
Salem Unit 2 (A) 72.6%
Hope Creek 97.9%
Peach Bottom Unit 2 84.7%
Peach Bottom Unit 3 99.2%
Coal
Keystone 77.4%
Conemaugh 73.9%

(A) Salem Unit 2's capacity factor in 2014 was rntegdy affected by an extended outage to make rspaithe unit's reactor
coolant pumps.

e Load Following Units typically operate between 20% and 70% of the tife operating costs are higher per unit of output
than for base load units due to the use of higbst-tiels such as oil, natural gas and, in somesgcasal or lower overall unit

efficiency. They operate less frequently than Haad units and derive revenues from energy, capaaid ancillary services.
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e Peaking Unitsrun the least amount of time and may utilize higheced fuels. These units typically operate |ésst20% of
the time. Costs per unit of output tend to be mhigher than for base load units given the combamatif higher heat rates and
fuel costs. The majority of revenues are from capand ancillary service sales. The charactessicthese units enable them
to capture energy revenues during periods of higigy prices.

In the energy markets in which we operate, owngmower plants specify to the ISO prices at whinkytare prepared to generate and sell
energy based on the marginal cost of generatingygrieom each individual unit. The 1SOs will genlgralispatch in merit order, calling on the
lowest variable cost units first and dispatchingguessively higher-cost units until the point ttie entire system demand for power (known a:
the system “load”) is satisfied reliably. Base laauits are dispatched first, with load followingitsmext, followed by peaking units.

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

The following chart depicts the unconstrained maniter of dispatch of our units in PIM, the ISQha region where most of our generation
units are located, based on illustrative historitigpatch cost. It should be noted that marketepiticctuations have resulted in changes from
historical norms, with lower gas prices allowingreogas-fired generation to displace some coal-figgtkeration in the load-following portion
of the curve.

Nuclear
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Coal / Gas

2 Salem 3
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N
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O
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Combustion Turbine / Sewaren 1-4

) Linden 5-8 / Essex 9
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“Burlington 12

Dispatch Cost ($/MWh)

Keystone ) Hudson 2 i Kearny 12-14
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‘_/.1'1[ E‘,@ ok %—J EBergen 2 Bergen 1 : lustrative
- - o :
Base Load Units Load Following Units Peaking Units (A)

(A)The National Park, Sewaren 6, Mercer 3, Salem 8jrigiton 8 and 11, Bergen 3, Edison 1, 2 and 3Es&kx 10, 11 and 12 peak
units are scheduled to be retired in June 201%®n$48lis expected to continue to be used as an em&rdpackup
generator for the Salem nuclear site.

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

Typically, the bid price of the last unit dispatdigy an ISO establishes the energy market-cleqmiicg. After considering the market-clearing
price and the effect of transmission congestionahdr factors, the 1SO calculates the LMP for gVecation in the system. The ISO pays all
units that are dispatched their respective LMRefch MWh of energy produced, regardless of theicifip bid prices. Since bids generally
approximate the marginal cost of production, uwith lower marginal costs typically generate highperating profits than units with
comparatively higher marginal costs.

This method of determining supply and pricing ocesa situation where natural gas prices often hawajor influence on the price that
generators will receive for their output, espeyiail periods of relatively strong demand. Therefateanges in the price of natural gas will o
translate into changes in the wholesale priceafdtatity. This can be seen in the following
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graphs which present historical annual spot pracesforward calendar prices as averaged over ezarhay two liquid trading hubs.

Historical and Forward Henry Hub Gas Prices

—e— Histarical Gas Prices (Source: NY MEX Seftlement Prices) Forw ard Gas Frices as of December 31, 2014 (Source: NY MEX)
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implies that the price of natural gas will contirtoehave a strong influence on the price of eleitjrin the primary markets in which we
operate.

The prices reflected in the preceding graphs abloveot necessarily illustrate our contract prides,they are representative of market prices
relatively liquid hubs, with nearer-term forwardging generally resulting from more liquid marké#tan pricing for later years. In addition, the
prices do not reflect locational differences raaglfrom congestion or other factors, such as ttaélability of natural gas from the Marcellus
and other shale-gas regions, which can be consildeM/hile these prices provide some perspectivpast and future prices, the forward
prices are volatile and there can be no assurdatetich prices will remain in effect or that wél e able to contract output at these forward
prices.

Fuel Supply
Nuclear Fuel Supply—We have longerm contracts for nuclear fuel. These contraatsipe for
i purchase of uranium (concentrates and uranium hexafe),
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i conversion of uranium concentrates to uranium Hegetle,
i enrichment of uranium hexafluoride, and
i fabrication of nuclear fuel assemblies.

Coal Supply—Our Keystone, Conemaugh and Bridgeport stationsatgen coal. Our Hudson and Mercer stations hagability tc
operate on both coal and natural gas. We havecoodlacts with numerous suppliers. Coal is deliggoeour units through a
combination of rail, truck, barge and ocean shiptsien

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

Gas Supply—Natural gas is the primary fuel for the bulk of dmad following and peaking fleet. We purchase djasctly from
natural gas producers and marketers. These sugpédsansported to New Jersey by four interstggelipes with which we have
contracted. In addition, we have firm gas transdamh contracts to serve a portion of the gas reguénts for our Bethlehem Energy
Center (BEC) station in New York.

We have 1.3 billion cubic feet-per-day of firm teportation capacity and 0.9 billion cubic feet-pas of firm storage delivery under
contract to meet our obligations under the BGSSraoh This capacity includes approximately O.6idrl cubic feet-per-day of
access to the northeast Pennsylvania Marcellue gfzel region. On an asailable basis, this firm transportation capanigy also b
used to serve the gas supply needs of our genefigit.

In September 2014, Power obtained an equity intevits an expected investment of $100 million-$1@illion in the approximately
110 mile PennEast Pipeline to transport naturalfiges eastern Pennsylvania to New Jersey withgetad in-service date of
November 2017. Power has contracted for approxignags million cubic feet-per-day of delivery cajilitp on the PennEast
Pipeline.

Oil —OQil is used as the primary fuel for one load fallog steam unit and six combustion turbine peakinigs and can be used as an
alternate fuel by several load following and pegkimits that have dual-fuel capability. Oil for ogtions is drawn from on-site

storage and is generally purchased on the spotanankl delivered by truck, barge or pipeline.

We expect to be able to meet the fuel supply desahdur customers and our own operations. Howeherability to maintain an adequate
fuel supply could be affected by several factorswithin our control, including changes in priceslademand, curtailments by suppliers, se
weather and other factors. For additional inforomtisee Part I, Item 7. MD&A—Executive Overview214 and Future Outlook and Item 8.
Financial Statements and Supplementary Data— Nat€ammitments and Contingent Liabilities .

Markets and Market Pricing

The vast majority of Power’s generation assetdam@ted in three centralized, competitive eledyionarkets operated by 1SO organizations al
of which are subject to the regulatory oversighthef FERC:

PJM Regional Transmission Organization—PJM conducts the largest centrally dispatchedgnerarket in North America. It
serves over 61 million people, nearly 20% of thalttnited States population, and has a peak demfhé5,492 MW. The PIJM
Interconnection coordinates the movement of elgtgrthrough all or parts of Delaware, lllinois diana, Kentucky, Maryland,
Michigan, New Jersey, North Carolina, Ohio, Penvesyia, Tennessee, Virginia, West Virginia and th&tiizt of Columbia. The
majority of our generating stations operate in PJM.

New York —The New York ISO (NYISO) is the market coordinafior New York State and is responsible for managhegNew
York Power Pool and for administering its energykagplace. This service area has a population ofia®0 millionand ¢
peak demand of 33,956 MW. Our BEC station operatdew York.

New England—The ISO-New England (ISO-NE) is the market cooattin for the New England Power Pool and for adrnisg
its energy marketplace which covers Maine, New Hgritp, Vermont, Massachusetts, Connecticut and &ksldnd. This service
area has a population of about 14 million and & gleenand of 28,130 MW. Our Bridgeport and New Hasttions operate in

Connecticut.



The price of electricity varies by location in eaftthese markets. Depending upon our producti@hcam obligations, these price differentials
may increase or decrease our profitability.
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Commodity prices, such as electricity, gas, coéhmd emissions, as well as the availability of diverse fleet of generation units to operate,
also have a considerable effect on our profitabilihese commodity prices have been, and contimbe t subject to significant market
volatility. Over the long-term, the higher the faxd prices are, the more attractive an environraeists for us to contract for the sale of our
anticipated output. However, higher prices alsodase the cost of replacement power, thereby gamat greater risk should our generating
units fail to function effectively or otherwise lmne unavailable.

Over the past few years, lower wholesale naturalpgiges have resulted in lower electric energyggsi One of the reasons for the lower na
gas prices is greater supply from more recentlyetigmed sources, such as shale gas. This trene&ttlasad margin on forward sales as we re-
contract our expected generation output.

In addition to energy sales, we earn revenue frapacity payments for our generating assets. Thegmgnts are compensation for commit
our generating capacity to the 1SO for dispatcitsadiscretion. Capacity payments reflect the vatuthe ISO of assurance that there will be
sufficient generating capacity available at alldBrio meet system reliability and energy requirdme@urrently, there is sufficient capacity in
the markets in which we operate. However, in ceré@éas of these markets there are transmissitensy®nstraints which raise concerns
about reliability and create a more acute needdpacity.

In PJM and ISO-NE, where we operate most of ouergion, the market design for capacity paymentsiges for a structured, forward-
looking, transparent capacity pricing mechanisnis Ththrough the Reliability Pricing Model (RPM) PJM and the Forward Capacity Market
(FCM) in ISO-NE. These mechanisms provide greaarsiparency regarding the value of capacity andigheca pricing signal to prospective
investors in new generating facilities so as tooemage expansion of capacity to meet future matketands.

The prices to be received by generating units M R capacity have been set through RPM base wab#lictions and depend upon the zol
which the generating unit is located. For eachveeji year, the prices differ in the various areBJIM, depending on the constraints in each
area of the transmission system. Keystone and Cangmreceive lower prices than the majority of BdM generating units since there are
fewer constraints in that region and our generatimits in northern New Jersey usually receive higineing.

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

Delivery Year MW -day
June 2014 to May 2015 $166
June 2015 to May 2016 $167
June 2016 to May 2017 $169
June 2017 to May 2018 $165

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

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

We have obtained price certainty for our PIM cagdbrough May 2018 and New England capacity thiohtay 2019 through the RPM and
FCM pricing mechanisms, respectively.

On a prospective basis, many factors may affectdipacity pricing, including but not limited to:

° load and deman

° available amounts of demand response reso!

° capacity imports from external regio

° availability of generating capacity (including retinents, additions, derates, forced outage raie},

° transmission capability between zol

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

demand, as well as other potential changes thatdhtMhe other ISOs may propose over time, inctuéaM’s recent proposal that
provides the opportunity for additional energy aag@acity market compensation to generators likedPolat certify their availabilit

during emergency system conditions, and
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° legislative and/or regulatory actions that perrtates to subsidize local electric power genere

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

Hedging Strategy

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

Among the ways in which we hedge our output arpséles at PJIM West and (2) BGS and similar fulbieements contracts. Sales at PIM
West reflect block energy sales at the liquid PJS¥rn Hub and other transactions that seek taes@cice certainty for our generation
related products. In addition, the BGS-RSCP cohteatull-requirements contract that includes eyexad capacity, ancillary and other
services, is awarded for three-year periods thrarghauction process managed by the BPU. The vobiB&S contracts and the mix of
electric utilities that our generation operatioas/e will vary from year to year. Pricing for th&B contracts, including a capacity component,
for recent and future periods by purchasing utiktas follows:

Load Zone ($/MWh) 20122015 20132016 20142017 20152018
PSE&G $83.8¢ $92.18 $97.3¢ $99.54
Jersey Central Power & Light Company (JCP&L) $81.7€ $83.7C $84.44 $80.4z
Atlantic City Electric Company $85.1C $87.27 $87.8C $86.0€
Rockland Electric Company $92.51 $92.5¢ $95.61 $90.6€

Although we enter into these hedges in an effoprtwide price certainty for a large portion of @nticipated generation, there is variability in
both our actual output as well as in our hedges.a0tual output will vary based upon total marketn@dnd, the relative cost position of our
units compared to other units in the market andtherational flexibility of our units. Our hedgelume can also vary, depending on the tyf
hedge into which we have entered. The BGS audiwrgxample, results in a contract that providedtie supplier to serve a percentage of the
default load of a New Jersey EDC, that is, the libad remains after some customers have chosemderved directly either by third party
suppliers or through municipal aggregation. The am@f power supplied through the BGS auction wahbiased on the level of the EDC's
default load, which is affected by the number aftomers who are served by a third party supplewell as by other factors such as weather
and the economy.

In recent years, as market prices declined frongipus levels, there was an incentive for more efgmaller commercial and industrial electric
customers to switch to third party suppliers. fialing price environment, this has a negative iotgm our margins, as the anticipated BGS
pricing is replaced by lower spot market pricing. @& erage BGS rates have declined to a level thet nlosely resembles current market
prices, customers may see less of an incentiveitotsto third party suppliers. We are unable ttedmine the degree to which this switching,
or “migration,” will continue, but the impact on oresults could be material should market pricdofarise significantly.

As of February 12, 2015, we had contracted foffélewing percentages of our anticipated base lpageration output for the next three years
with modest amounts beyond 2017.

Base Load Generation 2015 2016 2017
Generation Sales 100% 80%-85% 40%-45%

In a changing market environment, this hedgingegyamay cause our realized prices to differ mallgrfrom current market prices. In a risi
price environment, this strategy normally resuitéoiwer margins than would have been the case bdebdging activity been conducted.
Alternatively, in a falling price environment, thigdging strategy will tend to create margins highan those implied by the then-current
market.

We take a more opportunistic approach in hedgirrgaaticipated natural gas-fired generation. Theegation from these units is less
predictable, as a significant portion of theseanmitll only dispatch when aggregate market demasldxceeded the supply provided by lower
cost units. Additionally, the recent developmenkosi-cost gas supplies in the Marcellus region presgpg®rtunities during certain portions
the year to procure gas for our generating unitgtedctive prices.
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Our fuel strategy is to maintain certain levelsinium in inventory and to make periodic purchdeesipport such levels. Our nuclear fuel
commitments cover approximately 100% of our estadatranium, enrichment and fabrication requirem#ntsugh 2017 and a significant
portion through 2019. We also have various longaitrel purchase commitments for coal to supportfossil generation stations. These
purchase obligations are consistent with our gsate general to enter into contracts for our fagbply in comparable volumes to our sales
contracts.

Other

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

The majority of Energy Holdings' remaining $8361mil of domestic lease investments are primarilgrgg-related leveraged leases. As of
December 31, 2014 , 69% of our total leveragecel@agestments were rated as below investment dra@&tandard & Poor's.

Energy Holdings' leveraged leasing portfolio isigesd to provide a fixed rate of return. Leveratgabe investments involve three parties: an
owner/lessor, a creditor and a lessee. In a typisaraged lease financing, the lessor purchasassat to be leased. The purchase price is
typically financed 80%vith debt provided by the creditor and the balacm®es from equity funds provided by the lessor. diteglitor provide
long-term financing to the transaction securedhgygroperty subject to the lease. Such long-temamiting is non-recourse to the lessor and,
with respect to our lease investments, is not pitesiecon our Consolidated Balance Sheets.

The lessor acquires economic and tax ownershipeohsset and then leases it to the lessee foiatidrtime no greater than 80% of its
remaining useful life. As the owner, the lessognstled to depreciate the asset under applicauerfl and state tax guidelines. The lessor
receives income from lease payments made by teedaduring the term of the lease and from tax ltsreefsociated with interest and
depreciation deductions with respect to the legseperty. Our ability to realize these tax bendfitdependent on operating gains generated t
our other operating subsidiaries and allocatedyaunisto the consolidated tax sharing agreementdstws and our operating subsidiaries.

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

For additional information on leases, including thedit, tax and accounting risks, see Item 1AkMactors, Part Il, ltem 7A. Quantitative and
Qualitative Disclosures About Market Risk—CredisRiand Item 8. Financial Statements and Suppleaneiata— Note 7. Financing
Receivables .

In accordance with a twelve year Amended and Resi@perations Services Agreement (OSA) enterecbnt®SEG LI and the LIPA, PSEG
LI commenced operating LIPA’s electric T&D systemlLiong Island, New York on January 1, 2014. As negliby the OSA, PSEG LI also
provides certain administrative support functiam& tPA. PSEG LI uses its brand in the Long Islar@Drservice area. Pursuant to the OSA,
PSEG LI acts as LIPA's agent in performing manitsobbligations and in return (a) receives reimbuorent for pass-through operating
expenditures, (b) receives a fixed managementrfddq is eligible to receive an incentive fee dagent on meeting established performance
metrics. In addition, there is the opportunity floe parties to extend the contract for an additierght years subject to the achievement by
PSEG LI of certain performance levels during thigahterm of the OSA. Also, as of January 2015wBpbegan providing fuel procurement
and power management services to LIPA under sepaggeements.

On July 1, 2014, PSEG LI submitted a proposal 8A_to invest up to $200 million of capital in eqoipnt at customer facilities that would
improve energy efficiency and reduce peak load. ®&Eproposed to make the investments from 2016ufh 2018 and recover its investrr
and earn a return over approximately ten yearO€mber 6, 2014, PSEG LI filed an interim updatéohincreased the size of the proposed
program to approximately $345 million, reaffirmesl original investment proposal to fund up to $2@ilion of the program and also offered
an alternate economic structure which includedréopmance incentive mechanism rather than utiliZR®®EG LIs capital. The New York Sta
Department of Public Service will review the progloand make a recommendation to LIPA which is etqubto take action on the proposal in
2015.
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COMPETITIVE ENVIRONMENT

PSE&G

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

Changes in the current policies for building neantmission lines, such as those ordered by the FER®eing implemented by PIJM and
other ISOs to eliminate contractual provisions firaviously provided us a “right of first refusgROFR) to construct projects in our service
territory, could result in third party constructiohtransmission lines in our area in the futurd afso allow us to seek opportunities to build in
other service territories. These implementing rwéhin the regions are still in flux so both theent of the risk within our service territory ¢
the opportunities for our transmission businessvetiere remain difficult to assess. For additionfdrimation, see the discussion in Regulatory
Issues—Federal Regulation—Transmission Regulalielow.

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

Power

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

° merchant generato

° domestic and multirational utility generator
° energy marketer

° banks, funds and other financial entit

° fuel supply companies, a

° affiliates of other industrial compani

New additions of lowe-cost or more efficient generation capacity coukkeour plants less economic in the future. Althoitgs not clear if
this capacity will be built or, if so, what the exnic impact will be, such additions could impactrket prices and our competitiveness.

Our business is also under competitive pressurdaldemand side management (DSM) and other effigiefforts aimed at changing the
guantity and patterns of usage by consumers whialdaesult in a reduction in load requirementseduction in load requirements can alst
caused by economic cycles, weather, municipal agdien and other customer migration and other facia addition, how resources such as
demand response and capacity imports are perntittieid into the capacity markets also affects thiegs paid to generators such as Power in
these markets. It is also possible that advancechmology, such as distributed generation andawjdds, will reduce the cost of alternative
methods of producing electricity to a level thatdsnpetitive with that of most central station éliecproduction. To the extent that additions to
the electric transmission system relieve or redicgestion in eastern PJM where most of our plamdocated, our revenues could be
adversely affected. Changes in the rules govenwimat types of transmission will be built, who isested to build transmission and who will
pay the costs of future transmission could alscaichpur revenues.

Adverse changes in energy industry law, policie$ rgulation, including market structures and a&ptal shift away from competitive mark
toward subsidized market mechanisms, would haveffieet of artificially depressing prices in thengpetitive wholesale market and thus have
the potential to harm competitive markets, on laofihort-term and a long-term basis. At the same,tahanges such as that proposed by PJN
and discussed more fully in Regulatory Issues—Fadegulation provide the opportunity for additibnampensation in both the energy and
capacity markets for being available (and makirgrtcessary investments to ensure availabilityijpnduemergency conditions.

Environmental issues, such as restrictions on éomis®f carbon dioxide (CQ and other pollutants, may also have a competithy@act on us
to the extent that it becomes more expensive faresof our plants to remain compliant, thus affegtar ability to be a lower-cost provider
compared to competitors without such restrictionsddition, most of our plants, which are locaitethe Northeast where rules are more
stringent, can be at an economic disadvantage aauhpa our competitors in certain Midwest statéanly new legislation or regulations were
to require our competitors to meet the
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environmental standards currently imposed upomvasyould likely have an economic advantage sincéawe already installed significant
pollution-control technology at most of our fosstihtions.

In addition, pressures from renewable resourcekléonarease over time. For example, many partb@fcountry, including the mid-western
region within the footprint of the Midwest Indepe&md System Operator (MISO), the PIM region andCthlifornia 1SO, have either
implemented or proposed implementing changes fo thepective regional transmission planning preesghat may enable the construction o
large amounts of “public policy” transmission to veaenewable generation to load centers. For additinformation, see the discussion in
Regulatory Issues—Federal Regulation.

EMPLOYEE RELATIONS

As of December 31, 2014 , we had 12,689 employatasvour subsidiaries, including 7,958 covered emcbllective bargaining agreements.
Four of our collective bargaining union agreemaevitsexpire in April 2017, two in October 2017 ande in May 2018. Effective January 1,
2014, in connection with our management contrath WiPA, we assumed the collective bargaining agres between National Grid Electric
Services LLC, LIPA's previous management contraetod a labor union. That union contract will eggimn November, 2016. We believe we
maintain satisfactory relationships with our empgesy.

Employees as of December 31, 2014

PSE&G Power PSEG LI Other
Non-Union 1,69: 1,28 72k 1,031
Union 4,83 1,691 1,42 8
Total Employees 6,52¢ 2,97: 2,152 1,03¢

REGULATORY ISSUES

Federal Regulation
FERC

The FERC is an independent federal agency thatatgguthe transmission of electric energy and gastérstate commerce and the sale of
electric energy and gas at wholesale pursuanet&¢ueral Power Act (FPA) and the Natural Gas R8E&G and the generation and energy
trading subsidiaries of Power are public utilittessdefined by the FPA. The FERC has extensive gersver such public utilities. FERC
approval is usually required when a public utibgeks to: sell or acquire an asset that is regllatéghe FERC (such as a transmission line or
generating station); collect costs from customesoaiated with a new transmission facility; chaagate for wholesale sales under a contra
tariff; or engage in certain mergers and intermaporate reorganizations.

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

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

The FERC also regulates Regional Transmission @srft50s, such as PIM, and their energy and dgpaeirkets.
For us, the major effects of FERC regulation falbifive general categories:

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

° Capacity Market Issu

° Transmission Regulatis

° Complianc
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Regulation of Wholesale Sales—Generation/Marketuss

Market Power

Under FERC regulations, public utilities must reeeFERC authorization to sell power in interstaimmmerce. They can sell power at cost-
based rates or apply to the FERC for authority &xenmarket-based rate (MBR) sales. For a requestingpany to receive MBR authority, the
FERC must first make a determination that 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 thatrthrrket power has been sufficiently mitigated esqbrt in the interim to the FERC any
material change in facts from those the FERC raieih granting MBR authority.

PSE&G, PSEG Energy Resources & Trade LLC, PSEG P@aenecticut, PSEG Fossil LLC, PSEG Nuclear LL@ BSEG New Haven LL
all have been granted MBR authority from the FER&ch of these companies, except PSEG New Haven(Whh received MBR authority
in May 2012), filed a market power update with BiEeRC at the end of 2013. In an order issued in l20t@014, the FERC accepted these
filings as having satisfied the requirements faeméon of MBR authority.

Energy Clearing Prices

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

As a result of the polar vortex and related colatlver events in January 2014, there were bothnyhslactric price spikes in the Northeast
markets, including in PIJM. The FERC has examineddbts surrounding these price spikes, as wéleasons learned” from the various
Regional Transmission Operators/Independent Sy&tpearators (RTO/ISO) and potential changes in matkes intended to encourage dual
fuel capability of generating units, the purchakéirm fuel to operate these units and the consioncof additional natural gas pipeline
capacity. As discussed below, PJM has proposedjelsa its capacity market construct to developwa capacity product that would be
compensated in both the energy and capacity maidwesyailability during emergency conditions o tystem. The FERC is also examining
price formation issues, focusing on levels of congation to generators in the energy and ancillaryises markets, and we are advocating in
this context for changes in market rules that wquiti/ide more transparency about energy markeegrid/e cannot predict what action the
FERC might ultimately take, but such an examinationld lead to future rule changes.

Capacity Market Issues

PJM, the NYISO and the ISO-NE each have capacitketsithat have been approved by the FERC. The FEeB@ates these markets and
continues to examine whether the market desigedoh of these three capacity markets is workingnaty. Specific issues being considered
by the FERC are whether capacity market rules phlppeldress and foster the development of statéqpblicies, demand response (DR) and
emerging technologies and whether generators ang bafficiently compensated in the capacity marké¢ cannot predict what action, if any,
the FERC might take with regard to capacity madestign.

PJM —The RPM is the locational installed capacity madesign for the PIM region, including a forwardtsn for installed capacity. Under
the RPM, generators located in constrained aretdwsn®PJIM are paid more for their capacity as aefize to ensure adequate supply where
generation capacity is most needed. The mechahtbe ®PM in PIM continue to evolve and be refiirestakeholder 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@sgictional product, (ii) PIM’s
development of a new capacity product called a €apRerformance (CP) product, and (iii) the settird the Cost of New Entry (CONE) val
for the RPM demand curve for the auctions to bedooted in the next four years.

In May 2014, in a case involving the proper leviet@mpensation for DR resources in the energy nigrkiee D.C. Court held that DR is not a
FERC-jurisdictional product, thereby calling intaestion DR resources’ ability to participate irheitthe energy or capacity markets in the
future. In January 2015, the FERC filed a petitiothe U.S. Supreme Court to review the D.C. Csufing. The D.C. Court's decision has
been stayed until the U.S. Supreme Court actsisrp#iition, which is not expected to occur urité &nd of April. In the meantime,
FirstEnergy Corp. has filed a complaint at the FERGch argues that DR resources should no longeicjpate in the PIM capacity market
and seeks to invalidate the results of the last B Residual Auction that was conducted in May2mh addition, PIJM has recently
submitted a filing at the FERC, conditioned on déby the U.S. Supreme Court of the FERC's petifimneview, that if accepted by the
FERC, would only
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allow DR to participate in the capacity market thygb adjustment of the demand curve rather thancapacity resource that receives a revenu
stream. Should the FERC accept PIM's filing, tei® model would be in effect for the upcoming Mayl2Base Residual Auction and could
have an upward effect on the auction's clearingepgti

In September 2014, PJM filed at the FERC to refsel/ariable Resource Requirement (VRR) curvelierRPM, as going forward will be
done every four years. Establishment of the VRR &g a critical component in determining how genans are paid in the capacity auctior
November 2014, the FERC accepted I's filing, which we believe represents an improveimaver the status quo in terms of appropriately
setting the demand curve. However, we and othegrgéors have challenged the FER@pproval order on rehearing, taking exceptioh wie
FERC's approval of the manner in which PJM caladahe cost of capital and labor costs that forentthsis for the CONE component of the
demand curve, which we believe have been set te@ial do not accurately reflect the costs of bodda new generating unit in PIJM. The
rehearing request remains pending at the FERC.

On December 12, 2014, PJM filed a proposal at #RE to implement a CP mechanism. Under this meshariPJM has created a more ro
capacity product definition with enhanced incergifer performance during emergency conditions aguwificant penalties for non-
performance. While there is no specific eligibiligguirement, the CP resource must representtthasimade, or will make, the necessary
investments to ensure that the resource has tlabitiyoto provide energy when emergency conditionghe system exist. CP resources wi
able to offer into the capacity market up to NetNED(the CONE value including offsets for expectadrgy and ancillary services revenues),
but risk remains that bids up to Net CONE may kedlehged by regulatory authorities from the stanaipof bidding behavior even when
supported by a commercially reasonable assessrheosts. This new product, if accepted by the FERIC be phased in over the next few
years, with full implementation for the 2(-2021 delivery year. PJM’s approach may providedpgortunity for enhanced capacity market
revenue streams for Power. However, there maydpgreaments for additional investment and theresalditional performance risks, as well as
risks associated with our ability to bid in a mantiat would ensure recovery of any capital investtn

MISO —MISO does not have a mandatory capacity markplaoe, as load serving entities may submit FixesbBee Adequacy Plans in lieu
of participating in the capacity auction. In theyw2013 RPM auction, the difference between the M&é@ PJM capacity markets was
highlighted, as significant amounts of MISO generatvere bid as imports into PJM and cleared in RRNBO is seeking to facilitate
additional exports. The FERC tightened the rule®dh4 and permitted PJM to establish annual capajtort limits, which were then
incorporated into the 2017/2018 planning paramdterthe May 2014 base residual auction. We belteag this action had a resultant upward
effect on prices in PJM. The FERC continues to d@xarthis "capacity portability” issue and, in respe to a complaint filed by a utility
company in Indiana, the FERC is also examining eturrent PIM/MISO rules regarding capacity ingpand exports entered into under
Joint Operating Agreement between the regions gpeoariate.

ISO-NE —ISO-NE’s market for installed capacity in New Eaigdl provides fixed capacity payments for generatongorts and DR. The
market design consists of a forward-looking aucfaminstalled capacity that is intended to recagrthe locational value of resources on the
system and contains incentive mechanisms to engeuraailability during stressed system conditiondvay 2014, the FERC issued an order
requiring the implementation of a downward slopitggnand curve, similar to the design in place in Piduse in ISO-NE's ninth capacity
market auction, which was recently held and effectn the 2018-2019 delivery year. This action dased volatility in capacity prices and, in
conjunction with an ISO-established seven-yearddek clearing price for new resources (other thenain subsidized renewable resources)
incented the clearing of new generation in theiancOne aspect of this May 2014 FERC order thatidenot support was the exemption fr
the Minimum Offer Price Rule afforded annually op600 MW of renewable resources. We challengedpihison of the order on rehearing
the grounds that we believe that it is unduly diearatory and will suppress capacity prices. Iroaer issued in January 2015, the FERC
denied our rehearing request.

In addition, in the FERC order referenced above RERC directed the ISAE to develop demand curves for each capacity zotiee market
The ISO-NE is currently conducting a stakeholdecpeding and expects to make a filing with the FERte next few months. The shape of
the demand curve in the zones will have a sigmtic@pact upon the revenues our generation cancéxpeeceive in the capacity market in
New England

NYISO—NYISO operates a short-term capacity market thatides a forward price signal only for six month® the future. Prior to 2013,
the NYISO capacity model had recognized only twoesate zones that potentially may separate in peg York City and Long Island. In
August 2013, the FERC issued an order approvifgré tapacity zone that would encompass the supes that includes the lower Hudson
Valley and New York City which took effect on May2014.

In January 2014, the FERC issued an order accefitny YISO’s proposed reference unit (a generatimhwith no environmental controls)
that should be used for the purposes of estabtishia CONE in the “rest of State” zone (excludihg bbwer Hudson Valley, New York City
and Long Island), which may have the effect of deping capacity prices. This order will set the a@edhcurve on which future capacity prices
paid to generators will be based for the period Mag014 through April 30, 2017. That order waselgtby the FERC on rehearing in May
2014 and the federal appellate court subsequeatlied motions for a stay of the effect of the order
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Discussions at the FERC concerning other poteciiahges to NYISO capacity markets, including rttegovern payments and bidding
requirements for generators proposing to exit theket but required to remain in service for religpreasons, are also ongoing.

Long-Term Capacity Agreement Pilot Program Act (LCAPR}In 2011, the State of New Jersey enacted the LClaRRbsidize
approximately 2,000 MW of new natural gas-fired gration. The LCAPP provided that subsidies woulafbered through long-term standard
offer capacity agreements (SOCAs) between selemadrators and the New Jersey EDCs. The SOCA seshaach New Jersey EDC to
provide the generators with guaranteed capacityneays funded by ratepayers. Each of the New J&B&s, including PSE&G, entered into
three SOCAs as directed by the State, but did demprotest reserving their rights.

In 2013, the U.S. District Court in New Jersey fduhat the LCAPP was unconstitutional and decléined_.CAPP null and void. As a result of
that decision, PSE&G terminated its SOCA contrathss federal court decision was subsequently ehgkd on appeal in the U.S. Third
Circuit Court of Appeals. The State of Marylandoaisok similar action to subsidize above-market geweration. This action was also
determined to be unconstitutional in 2013 in th8.WDistrict Court in Maryland and such decision whallenged in the U.S. Fourth Circuit
Court of Appeals. Both appeals were denied, wighdhS. Fourth Circuit Court of Appeals denying #ppeal regarding the State of Marylasd’
action in June 2014 and the U.S. Third Circuit CofirAppeals denying the LCAPP appeal in Septer2bd#. These denials have now been
challenged on appeal to the U.S. Supreme Courthndnition remains pending.

Transmission Regulation

The FERC has exclusive jurisdiction to establighrdites and terms and conditions of service ferstate transmission. We currently have
FERC-approved formula rates in effect to recoverdbsts of our transmission facilities. Under fbisnula, rates are put into effect in January
of each year based upon our internal forecast mfi@nrexpenses and capital expenditures. Ratesibseguently trued up to reflect actual
annual expenses and capital expenditures. Our @lldDE is 11.68%or both existing and new transmission investmani$ we have receiv
incentive rates, affording a higher ROE, for cerfarge scale transmission investments.

Our 2015 Formula Rate Update with the FERC for exipnately $182 million in increased annual transioe revenues went into effect on
January 1, 2015. Each year, transmission revemaesdgusted to reflect items such as updating estisnused in the filing with actual data. -
adjustment for 2015 will include the impact of #isdension of bonus depreciation, which was enaatted the filing was made, and is
estimated to reduce our 2015 revenue increaséedsfy approximately $21 million. For additionaformation about our transmission formula
rate, see Part Il, Item 8. Financial StatementsSumplementary Data— Note 5. Regulatory Assets atuilities .

° Transmission Policy DevelopmentsThe FERC concluded in Order 1000 that the incumbansmission owner should not alws
have a ROFR to construct and own transmission gija its service territory. We had challengedRE4RC's elimination of the
ROFR in federal court. In August 2014, our challemgs rejected by the D.C. Court. PJM is curreintiglementing its rules under
which the construction of certain types of transiois projects will no longer be subject to a ROBRificumbents. In May 2014,
the FERC approved PJM'’s rules, which retain camvis-tor projects that will continue to default tmumbents for construction
responsibility, including projects being built oxigting right-of-way and whose construction wouldkeirfere with incumbentsise o
their right-of-way. Several companies, including®R%s, have appealed various aspects of this apparar.

The FERC has also approved the “state agreementagp to cost allocation under which transmisgoniects being built to
address public policy concerns may be placed idid'®planning process if the state sponsoring thgegt agrees to pay the cost
the project. To date, no such projects have besreplinto the planning process but this mechan@rdgotentially facilitate
transmission projects that are not needed forbidithaor market efficiency under PIJM standardstf@ansmission, including potent
offshore wind projects proposed by third partiémudd a state or states agree to fund the costgabf projects.

In addition, in September 2014, PJM filed at thdRER0 add another category of project - the “mditiser” project - to its planning
process. This type of project would contain relighieconomic and/or public policy elements. Podgefalling within this category
would be required to independently satisfy allla tlifferent drivers in order to be approved. Hogrethis category could also se
as a vehicle for the development of large, pubdiicy-driven projects. In October 2014, the FERSusd a deficiency letter
regarding PJM’s “multi-driver” filing seeking adainal information and clarification with respecttte filing, to which PIJM
responded in December 2014. We have protestedlitigedn the grounds that this new project categemyot needed for reliability
and that the rules to allocate costs for theseeptejare unclear. The FERC has recently issueddsn accepting PIJM’s filing. We
are currently considering whether to seek rehearing
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PJM's first action toward complying with Order 1af¥pan in April 2013, when it initiated its firssggen window" solicitation
process to allow both incumbents and non-incumbéet®pportunity to submit transmission projectgmsals to address identified
high voltage issues at Artificial Island. PIM has yet concluded this process. On January 30, 2B3&&G filed a complaint
against PJM at the FERC, asserting that PIM hétifto follow its tariff rules governing the prosesnd requesting that the FERC
direct PIM to do so. If the FERC grants the conmpjaine outcome could be that PIM will be requtretk-start the entire selection
process for this project. The FERC could also mnegBiJM to make changes to the rules governingdutampetitive solicitations.

In addition, the FERC is currently considering tsignificant transmission cost allocation mattetse Tirst involves a November
2014 complaint brought by Con Edison against PJMeaFERC challenging PJM's allocation of costsviar PSE&G projects in
northern New Jersey, including the Bergen-Lindenri@or Project (BLC Project) discussed below. Weéhapposed Con Edison's
complaint. The other proceeding is a matter remaificien a federal appellate court concerning the@mate cost allocation for
certain 500 kV projects in PIM that either haverbegilt or are in the process of being built, itthg the Susquehanna-Roseland
project. This matter is currently in settlementdissions at the FERC. Resolution of these two diogs could ultimately impact
the amount of costs borne by ratepayers in Neveyers

° Transmission Rate ProceedingsIn December 2013, PSE&G was assigned construotigponsibility by PIM of a new
transmission project that will provide a doublecait 345 kV line in the BLC Project to maintainieddility. Phases One through
Three of the BLC Project are scheduled to be imiselin 2016, 2017 and 2018, respectively, withaiarcomponents of Phase One
required to be in service as early as June 201& eShimated construction costs of the BLC Projext$d.2 billion . On March 28,
2014, we filed a petition with the FERC seekingeintives for the BLC Project, specifically recovefyConstruction Work in
Progress in rate base and authorization to reck®@¥o of all prudently incurred development and tasion costs if the BLC
Project is abandoned or canceled, in whole or ity fir reasons beyond the control of PSE&G. In M@} 4, the FERC issued an
order granting our petition requesting incentiviesnerchant transmission company has challengeaid@sated cost responsibility
for the BLC Project and the order granting PSE&®triest for incentives related to that project.

There are several complaints pending at the FER@sigtransmission owners around the country, ehglhg those transmission
owners’ base ROEs. While we are not the subjeatafallenge to the ROE employed in PSE&G'’s transimisformula rate, the
results of these other proceedings could set pestedor other transmission owners with formulasah place, including PSE&G.

Compliance
° FERC Audit—In November 2012, the FERC commenced an audiach ef the PSEG companies that have MBR authaoiyn f

the FERC. The companies were audited by the FEREofmpliance with its rules for (i) receiving aretaining MBR authority, (ii)
the filing of electric quarterly reports (EQRS) daiii) our generating units' receipt of paymemtni the RTO/ISO when they are
required to run for reliability reasons when itist economical for them to do so. On October 1842the FERC issued a final,
public audit report that contained two findings aedommendations for enhanced review and repodioyr EQRs. In November
2014, we submitted a compliance plan to the FERflagxing how we intend to implement the FERC’s maotendations and we
are providing quarterly updates to the FERC ungilhave implemented all such recommendations.

° FERC —In the first quarter of 2014, Power discovered thincorrectly calculated certain componentstsfdost-based bids for its
New Jersey fossil generating units in the PIJM gnargrket. Upon discovery of the errors, we retaioetside counsel to assist
the conduct of an investigation into the mattertiesinvestigation proceeded, additional pricingerin the bids were identified
and it was further determined that the quantitgrérgy that Power offered into the energy markett$cdfossil peaking units differe
from the amount for which Power was compensatdbarcapacity market for those units. On Septemb2024, the FERC staff
initiated a preliminary, non-public staff investigan into the matter. This investigation, whichoisgoing, could result in the FERC
seeking disgorgement of any over-collected amouwitd,penalties and non-financial remedies. Ihét possible at this time to
reasonably estimate the ultimate impact or preafigtresulting penalties, other costs associatdu this matter, or the applicability
of mitigating factors. See Part Il, Item 8. Finai&tatements and Supplementary Data. Note 12. Gomemts and Contingent

Liabilities —FERC Compliance for further discussiofithis matter.
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° Reliability Standards—Congress has required the FERC to put in placeutitr the North American Electric Reliability Counci
(NERC), national and regional reliability standatdnsure the reliability of the United Statestle transmission and generation
system (grid) and to prevent major system blackdtlisre has been considerable focus recently osigddysecurity in light of,
among other things, a substation attack in Califotinat occurred in 2013. As a result, the FER@aléd the NERC to draft a
physical security standard intended to furthergubassets deemed “critical” to reliability of tipeéd. In November 2014, the FERC
issued an order approving the NERC's proposed phalsecurity standard. Under the standard, uslitiél be required to identify
critical substations as well as develop threatsssent plans to be reviewed by independent thiriiegaln our case, the third party
is PIM. As part of these plans, utilities couldide®r be required to build additional redundamty itheir systems. This standard
will supplement the Critical Infrastructure Profeotstandards that are already in place and thiabksh physical and cybersecurity

protections for critical systems.

Commaodity Futures Trading Commission (CFTC)

In accordance with the Dodd-Frank Wall Street Refand Consumer Protection Act (Dodd-Frank Act),$f#C and the CFTC are in the
process of implementing a new regulatory frameworlswaps and security-based swaps. The legislatamenacted to reduce systemic risk,
increase transparency and promote market integittyin the financial system by providing for thegigtration and comprehensive regulatio
swap dealers and by imposing recordkeeping, datartiag, margin and clearing requirements with eg$ppo swaps. To implement the Dodd-
Frank Act, the CFTC has engaged in a comprehensigmaking process and has issued a number of gedpend final rules addressing many
of the key issues. We are currently subject toncb&eeping and data reporting requirements apgbcabcommercial end users. The CFTC ha
also proposed rules establishing position limitstfading in certain commaodities, such as natuaal, gnd we are currently analyzing the
potential impact of these rules on our business.

Nuclear Regulatory Commission (NRC)

Our operation of nuclear generating facilitiesubject to comprehensive regulation by the NRC deffal agency established to regulate nu
activities to ensure protection of public healtld @afety, as well as the security and protectiotn@fenvironment. Such regulation involves
testing, evaluation and modification of all aspexftplant operation in light of NRC safety and @owimental requirements. Continuous
demonstration to the NRC that plant operations meggtirements is also necessary. The NRC has tineaté authority to determine whether
any nuclear generating unit may operate. The ctiggerating licenses of our nuclear facilities egpn the years shown in the following table:

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

As a result of events at the Fukushima Daiichi eacfacility in Japan following the earthquake #&uhami in 2011, the NRC began
performing additional operational and safety rexdef/nuclear facilities in the United States. Thesgews and the lessons learned from the
events in Japan have resulted in additional reiguidbr the nuclear industry and could impact fetoperations and capital requirements fol
facilities. We believe that our nuclear plants eatly meet the stringent applicable design andgafgecifications of the NRC.

In 2011, a NRC task force submitted a report coirgivarious recommendations to ensure plant ptiotecenhance accident mitigation,
strengthen emergency preparedness and improve K&Cam efficiency. The NRC staff also issued a deent which provided for a
prioritization of the task force recommendationse NRC approved the staff's prioritization and iempéntation recommendations subject to a
number of conditions. Among other things, the NRIised the staff to give the highest priority togh activities that can achieve the greates
safety benefit and/or have the broadest applitgifilier 1), to review filtration of boiling wateeactor (BWR) primary containment vents and
encouraged the staff to create requirements basaderformance-based system which allows forlexapproaches and the ability to addres
a diverse range of site-specific circumstancescamdlitions and strive to implement the requiremént2016.

Separately, a petition was filed with the NRC infil\@011 seeking suspension of the operating liesrtf all General Electric BWRs utilizing
the Mark | containment design in the United Staireduding our Hope Creek and Peach Bottom uniésdmng completion of the NRC review.
Fukushima Daiichi Units 1-4 are BWRs equipped wWitark | containments. The petition
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named 23 of the then total 104 active commercialear reactors in the United States. In March 2€i& NRC formally closed the petition
without opting to conduct further proceedings.

The NRC issued letters and orders to licenseesimghting the Tier 1 recommendations in March 2@iR®larch 2013, the NRC initiated a
rulemaking process for improvements to ventingeystat 31 U.S. BWRs with “Mark I” and “Mark II” ceinments (similar to those at
Fukushima), which include our Hope Creek and P&attom units. In June 2013, the NRC issued ordegsiring Mark | and Mark 11
licensees to upgrade or replace their reliabledrad vents with containment venting systems dedignd installed to remain functional dur
severe accident conditions. We are implementingliherse and flexible strategies and spent fuel [ey@l indication modifications in
accordance with the regulatory requirements aS#ilem, Hope Creek and Peach Bottom nuclear uritsol Hope Creek and Peach Bottom
units, final installation of the required modifiaats is expected to occur during the planned refgedutages in 2016-2018.

The NRC is currently developing the regulatory bdsr drywell filtration strategies rulemaking. TNRC expects to complete its evaluation
and vote on a final rule in 2017. The NRC continteesvaluate potential revisions to its requireraéntconnection with its operational and
safety reviews of nuclear facilities in the Unitethtes as a result of the Fukushima Daiichi indiden

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

State Regulation

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

Our New Jersey utility operations are subject tmprehensive regulation by the BPU including, amotiger matters, regulation of retail
electric and gas distribution rates and serviae jghuance and sale of certain types of secuatidscompliance matters. PSE&G's participatior
in solar, demand response and energy efficiencgrpms is also regulated by the BPU, as the term<anditions of these programs are
approved by the BPU. BPU regulation can also hadieegt or indirect impact on our power generatitisiness as it relates to energy supply
agreements and energy policy in New Jersey.

We must file electric and gas rate cases with tAe Bh order to change our utility base distributiares. Our last base rate case was settled il
2010. As a result of our Energy Strong order disedselow, we are required to file our next bate case proceeding no later than Novembe
1, 2017. In addition to base rates, we recoverizedosts or earn on certain investments pursoamiechanisms known as adjustment clauses
These clauses permit the flow-through of costetdhe recovery of investments from, customergeel#o specific programs, outside the
context of base rate case proceedings. Recovehesé costs or investments is subject to BPU appfovwhich we make periodic filings.
Delays in the pass-through of costs or recovelpwd#stments under these mechanisms could ressilgmificant changes in cash flow. For
additional information on our specific filings, sBart Il, Item 8. Financial Statements and Supptearg Data—Note 5. Regulatory Assets a
Liabilities .

Energy Strong Progran—In February 2013, we filed a petition with the BEEscribing the improvements we recommend makirgutdBPU
jurisdictional electric and gas system to improesiliency for the future. The changes that wereidesd, designated as t“Energy Strong
Program,” would be made over a ten-year periodhigpetition, we sought approval to invest $018dsi in our gas distribution system and
$1.7 billion in our electric distribution systemenan initial five-year period, plus associatedenges, and to receive contemporaneous
recovery of and on such investments. In May 2014 BPU issued an Order approving the settlemeatioEnergy Strong program. Under the
settlement, PSE&G will invest $1.22 billion to {@pgrade all of its electric substations that weamdged by water in recent storms; make
investments that will create redundancy in thetdledistribution system, reducing outages when agenoccurs; and deploy technologies to
better monitor system operations, enabling PSE&@store customers more quickly in the event oélaotric outage, and (2) with respect to
PSE&G's gas system, replace and modernize 250 wiillssv-pressure cast iron gas mains in or neardflareas; and upgrade five natural gas
metering stations and a liquefied natural gasmstatcently affected by severe weather or locatdtbod zones. The settlement provides for
cost recovery at a 9.75% rate of ROE on the fitsd illion of the investment, plus associated émce for Funds Used Under Construction,
and will occur for completed projects on a semiair{for electric investments) or annual (for gageistments) basis. We will seek recovery o
the remaining $220 million of investment in PSE&B&xt base rate case, which as noted above, s fited no later than November 1, 2017.

In September 2014, PSE&G filed its initial Energyo8g cost recovery petition, seeking BPU apprévakcover in base rates capitalized
Energy Strong electric investment costs expectdubtim service through November 30, 2014. This estjwas updated in December 2014 for
actual costs and recovery of an estimated annuahte increase of $1.1 million effective March Q13.
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Energy Efficiency Economic Stimulus Extension Il (EE Ext II) —In August 2014, we filed for approval from the BietUan EEE Ext Il
Program to extend three EEE subprograms (multiffardirect install and hospital efficiency). We pased to extend the subprograms’
offerings under the same clause recovery processreantly approved while seeking additional cdmtependitures of approximately $96
million and additional administrative costs of &hdllion . The matter is pending.

Consolidated Tax Adjustments (CTAYNew Jersey is one of only a few states that make i@ setting rates for regulated utilities. These
adjustments to rate base are made during theetibegsprocess and are intended to allocate tityutilistomers a portion of the tax benefits
realized from the filing of a consolidated fedeead return by the utilitys parent corporation. The BPU has been considénmgppropriatene
of the adjustment and the methodology and mechanit® calculation for some time. On October 224 the BPU approved a proposal by
its Staff that limits the tax benefit period to dmnsidered in the calculation to five years, se¢sraite base adjustment at 25% of any such tax
benefit and eliminates from the process any taefisrtied to transmission earnings. In accordamitie this October action, this CTA policy
will be applied only with respect to future ratesea. The adoption of these modifications by the BPtbt expected to have a material impact
on PSE&G's current earnings nor in its next rateediing. On November 5, 2014, the New Jersey $)ivi of Rate Counsel appealed the
BPU's decision. The appeal remains pending.

New Jersey Energy Master Plan (EM) —New Jersey law requires that an EMP be developed/eéhree years, the purpose of which is to
ensure safe, secure and reasonably-priced engpglysitoster economic growth and development amdgat the environment. While not
having the force of law, the EMP provides an ovemwbdf energy policy in New Jersey and may provideéhntopportunities and challenges for
PSEG. The most recent EMP was finalized in Decerb&f and placed an emphasis on expanding in-at#icity resources, reducing
energy costs, recognizing the impact of climatengesand setting new targets for a renewable partéddndard and goals for energy supplies
from clean energy sources.

Additional matters are discussed in Part Il, Itenri@ancial Statements and Supplementary Data— BldRegulatory Assets and Liabilities .

ENVIRONMENTAL MATTERS

Changing environmental laws and regulations sigaiftly impact the manner in which our operatiores@rrrently conducted and impose cost:
on us to reduce the health and environmental inspafabur operations. To the extent that environmlereiquirements are more stringent and
compliance more costly in certain states where perate compared to other states that are pareafdime market, such rules may impact our
ability to compete within that market. Due to evoty environmental regulations, it is difficult togject future costs of compliance and their
impact on competition. Capital costs of complyinghvknown pollution control requirements are inaddn our estimate of construction
expenditures in Item 7. MD&A—Capital Requiremerfibe costs of compliance associated with any newireqpents that may be imposed by
future regulations are not known, but may be materi

Areas of environmental regulation may include, émet not limited to:

° air pollution contro

° climate chang:

° water pollution contra

° hazardous substance liability,
° fuel and waste dispos

For additional information related to environmentedtters, including proceedings not discussed hedewvell as anticipated expenditures for
installation of pollution control equipment, hazawd substance liabilities and fuel and waste delpmssts, see Item 1A. Risk Factors, Item 3.
Legal Proceedings and Part Il, Item 8. Financiate&®hents and Supplementary Data— Note 12. Commighaama Contingent Liabilities .

Air Pollution Control

Our facilities are subject to federal regulatiomlenthe Clean Air Act (CAA) which requires controfsemissions from sources of air pollution
and imposes record keeping, reporting and permitirements. Our facilities are also subject to nements established under state and local
air pollution laws. The CAA requires all major soes, such as our generation facilities, to obtathleep current an operating permit. The
costs of compliance associated with any new remeérgs that may be imposed and included in thesmifgein the future could be material a
are not included in our estimates of capital exjenes.

° Hazardous Air Pollutants Regulatio—In February 2012the Environmental Protection Agen€iPA) published under the

National Emission Standard for Hazardous Air Palfit$ provisions of the Clean Air Act, Mercury /
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Toxics Standards (MATS) for both newly-built andstixg electric generating sources. The impactuiofossil generation fleet in
New Jersey and Connecticut and our jointly-owneal-ficed generating facilities in Pennsylvaniausther discussed in Part Il, Item
8. Financial and Supplementary Data— Note 12. Cdments and Contingent Liabilities .

Demand Response (DR) Reciprocating Internal CombaistEngines (RICE) Litigation— | n March 2013, Power filed a petition
the EPA challenging the National Emission Standéwdsiazardous Air Pollutants (NESHAP) for RICEuss in January
2013. In April 2013, Power, along with several oterergy companies, filed a petition for revievitet D.C. Court which
remains pending. Among other things, the final EBI& allows owners and operators of stationary gery RICE to
operate their engines as part of an emergency D& am without the installation and operation of €sin controls or
compliance with emission limits otherwise appli@ati non-emergency counterparts. This waiver of N&ES standards
results in disparate treatment of different genenaiechnology types. In its appeal, Power soughtenstringent emission
control standards for RICE to support more competitnarkets, particularly the PIJM capacity marketugust 2014, the
EPA denied the March 2013 petition and in Octolfsr42 Power appealed the EPA's denial to the D.@rtCo

Cross-State Air Pollution Rule (CSAPR)-In July 2011, the EPA issued the final CSAPR, WHimits power plant emissions of

Sulfur Dioxide (SG,) and annual and ozone season MO28 states that contribute to the ability of devimd states to attain and/or
maintain current particulate matter and ozone Matid\mbient Air Quality Standards (NAAQS). In Aug012, the D.C. Court

vacated CSAPR and ordered that the existing Cleamferstate Rule (CAIR) requirements remain ifeef until an appropriate
substitute rule has been promulgated. The purpbGALR is to improve ozone and fine particulate @irality within states that have
not demonstrated achievement of the NAAQS. CAIR ingdemented through a cap-and-trade program andkte, the impact has
not been material to us as the allowances allodatedr stations were sufficient. In April 2014etBupreme Court overturned the
D.C. Court's ruling. In October 2014, the D.C. Qdifted the stay on CSAPR. On November 21, 20hé,EPA issued a notice to
implement CSAPR effective January 1, 2015. We danticipate any material impact on our earningBnancial condition due to

the CSAPR.

Climate Change

CO ,Regulation Under theCAA —In April 2012, the EPA published the proposed NewiSe Performance Standards (NSPS) L
the CAA for greenhouse gas (GHG) emissions for pewer plants only. In June 2013, the Presidentticethe EPA to propose

revised NSPS for new power plants by Septembe2@03, propose GHG regulations for existing poweantd by June 1, 2014,
finalize such regulations by June 1, 2015 and rectates to submit GHG implementation regulatimngune 30, 2016.

In January 2014, the EPA proposed revised NSPBelarpower plants. The revised NSPS establish #rassion standards for GO
for the following categories: (i) fossil fuel-firadtility boilers and integrated gasification comdxincycle (IGCC) units, (ii) large
natural gas combustion turbines, and (iii) smallrel gas combustion turbines. The EPA is requgstomment on use of an electric
output sales threshold to determine applicabibtyhie NSPS. This electric output sales thresholdldveliminate the outright
exclusion of simple cycle combustion turbines whics proposed in the initial April 2012 NSPS. Waruat predict the final
outcome of these proposed standards.

In June 2014, the EPA issued a proposed GHG emgségulation for existing power plants. The retjofaestablishes statpecific
emission rate targets based on implementationeobéist system of emission reduction (BSER). ThemB&ansists of four
components: (i) heat rate improvements at existoal-fired power plants, (ii) increased use of gxgnatural gas combined cycle
capacity, (iii) operation of zero-emitting geneoatirenewables and nuclear), and (iv) increasediidemandside energy efficienc
States may choose these or other methodologiehieve the necessary reductions of £&tissions.

Since the EPA has requested comments on many asyebe proposal, the final rule may look consididy different than the
proposal. We continue to work with state and feldergulators, as well as industry partners, to mheitee the potential impact. A final
rule is expected in mid-summer 2015.

The FERC will hold a series of technical conferenearly in 2015 to discuss the implications of chamze approaches to the EPA’s
proposed GHG regulation for existing power plaftse conferences will focus on issues related totetereliability, wholesale
electric markets and operations and energy infragire.



In August 2014, an Ohio-based energy company avetalestates filed petitions for review with theD Circuit Court. The parties
are challenging the EPA's authority to regulatstixy electric generating units under the exissagrce performance standards
section of the CAA. The matter is pending.
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° Climate-Related Legislation or Regulation-The federal government may consider legislativd@negulatory proposals to defin
national energy policy and address climate chaRggposals under consideration include, but ardimded to, provisions to
establish a national clean energy portfolio stath@dend to establish an energy efficiency resouraedstrd. Provisions of any new
proposal may present material risks and opporesitth our businesses. The final design of anylkgs or regulation will
determine the impact on us, which we are not noe tbreasonably estimate.

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

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

northeastern states (RGGI States), including Nevkdad Connecticut where we have generation faaslithave state-specific rules

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

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

In February 2013, the RGGI States released an epdabdel Rule that, among other things, reducectheunt of available region
CO.allowances beginning in 2014. Each RGGI State imystement the changes through state-specific réigns We do not
expect these changes, or any future changes, R@& rules will have a material impact on us.

New Jersey withdrew from RGGI beginning in 2012.8A®sult, our New Jersey facilities are no lorg#igated to acquire C®
emission allowances. This action has been chaltebgeenvironmental groups in the New Jersey statetcin March 2014, the
Appellate Division of the New Jersey Superior Cauled that the New Jersey Department of Envirortaid?rotection (NJDEP)
improperly withdrew its regulation under which RGi@&d been implemented. The Court gave the NJDE#RagS to initiate a public
process to either repeal or amend that regulatigmdvide that it is applicable only when New Jgrisea participant in a regional or
other established greenhouse gas program. In 0dk, 2he NJDEP published its intent to formallyaaithe rules implementing
RGGI in New Jersey. We cannot predict the outcofithie matter.

New Jersey also adopted the Global Warming Respacisia 2007, which calls for stabilizing its GH@éssions to 1990 levels by
2020, followed by a further reduction of greenhoesgssions to 80% below 2006 levels by 2050. Tahehis goal, the NJDEP, the
BPU, other state agencies and stakeholders ar@edda evaluate methods to meet and exceed th&s@mireduction targets, taking
into account their economic benefits and costs.

Water Pollution Control

The Federal Water Pollution Control Act (FWPCA) Ipitots the discharge of pollutants to U.S. wateosif point sources, except pursuant to a
National Pollutant Discharge Elimination System NES) permit issued by the EPA or by a state undederally authorized state progra

The FWPCA authorizes the imposition of technologygdx and water quality-based effluent limits taiteg the discharge of pollutants into
surface waters and ground waters. The EPA hasatel@guthority to a number of state agencies, detuthose in New Jersey, New York anc
Connecticut, to administer the NPDES program thhostgte action. We also have ownership interedtacilities in other jurisdictions that
have their own laws and implement regulations tatrmb discharges to their surface waters and grauaigrs that directly govern our facilities
in those jurisdictions.

° Steam Electric Effluent Guideline—In April 2013, the EPA issued notice of a proposdlé that would further limit the discharge
of pollutants in wastewater from the operation @dilefired generating facilities. Our co-owned Keyst and Conemaugh facilities
continue to use technologies that generate thestewater discharges. However, our other coal-fiaedities no longer discharge
many of these types of wastewater pollutants. Véauaable to predict the impact on Keystone and @angh but do not believe
there would be any material impact on our othel-fioed facilities. The EPA is expected to finalitee rule in September 2015.

In addition to regulating the discharge of pollutarthe FWPCA regulates the intake of surface wdtarcooling. The use of cooling water is a
significant part of the generation of electricityseeam-electric generating stations. Section 31@{(the FWPCA requires that cooling water
intake structures reflect the best technology atgl (BTA) for minimizing adverse environmental iagp. The impact of regulations under
Section 316(b) can be significant, particularlgt®am-electric generating stations which do notehdwsed cycle cooling and do not use
cooling towers to recycle water for cooling purpasehe installation of cooling towers at an exigtgenerating station can impose significant
engineering challenges and significant costs, whashaffect the economic viability of a particutdant.
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° Cooling Water Intake Structure Regulation-In 2011, the EPA published a new proposed ruleeuSection 316(b) which did not
establish any particular technology as the besin@logy available (e.g. closed-cycle cooling). éast, the proposed rule established
marine life mortality standards for existing cogliwater intake structures with a design flow of entiran two million gallons per day.
We reviewed the proposed rule, assessed the ptengact on our generating facilities and used thiiormation to develop our
comments to the EPA which were filed in August 20bh1June 2012, the EPA posted a Notice of DatailAlvgity (NODA)
requesting comment on a series of technical issiaeted to the impingement mortality proposed stéatisl The EPA also posted a
second NODA outlining its plans to finalize a “Vifijness to Pay” survey it initiated to develop nme benefits data in support of the
initial rule proposal. We and industry trade asatiohs submitted comments on both NODASs in July20i May 2014, the EPA
issued a final cooling water intake rule under B@ac816(b) of the Clean Water Act that establishes requirements for the
regulation of cooling water intakes at existing powlants and industrial facilities with a desigmwf of more than two million gallons
of water per day.

The EPA did not mandate closed cycle cooling astBechnology Available.” Instead, the EPA setsh fmpingement mortality
standard that relies on a technology-based apprahader this standard, power facilities have tlegiflility to select one of several
options as their method of compliance. The rule edsjuires that entrainment BTA decisions rely ibespecific analysis that includ
an assessment of social costs-social benefits.

The EPA has structured the rule so that each wiliteontinue to consider renewal permits for eixigtpower facilities on a case by
case basis. In connection with the assessmene®@ T\ of each facility that seeks permit renewlad tule requires that facilities
conduct a wide range of studies related to impirgggmmortality and entrainment and submit the reswith their permit applications.
In August 2014, the EPA established October 144 2xlthe effective date for each state to implerttenprovisions of the rule going
forward when considering the renewal of permitsexisting facilities on a case by case basis. pt&eber 2014, several
environmental nomovernmental groups and certain energy industryggdiled motions to litigate the provisions of the. This cas
is pending at the U.S. Second Circuit Court of Agpeln two related actions on October 17, 2014Modember 20, 2014, several
environmental non-governmental groups initiatedlehges to the Endangered Species Act provisionseo816 (b) rule.

We are assessing the potential impact of the mileazh of our affected facilities and are unabler&alict the outcome of permitting
decisions and the effect, if any, that they mayeha our future capital requirements, financialditon or results of operations,
although such impacts could be material. See Rdten 8. Financial Statements and Supplementatab- Note 12. Commitments
and Contingent Liabilities for additional informau.

In October 2013, the Delaware Riverkeeper Netwoik several other environmental groups filed a laweithe Superior Court of
New Jersey seeking to force the NJDEP to takermctioour pending application for permit renewabatem either by denying the
application or issuing a draft for public commeh. application for renewal of the permit was sultedtin January 2006 and the
NJDEP had delayed action pending the EPA'’s fintibmaof the Clean Water Act 316(b) regulationsNlovember 2014, the
environmental groups announced settlement of thieda filed with the NJDEP and that the NJDEP hammitted to issue a draft
permit by June 30, 2015.

° Waters of the United States-In April 2014, the EPA Administrator and the Adaist Secretary of the Army (Civil Works) jointly
published a proposed rule to clarify the definit@frwaters of the U.S. under the Clean Water AWK} programs in order
to protect the streams and wetlands that formdhadation of the nation’s water resources. Thignitefn will have broad
application to all areas of compliance under theAZWcluding permitted discharges and constructiotivities. On
November 14, 2014, we participated with other epegmpanies in submitting comments on the proposked Given the
broad nature of the proposed rule, we are unaldetiermine the materiality of the impacts that rigisult from the final

rule.

Hazardous Substance Liability

The production and delivery of electricity, thetdtsution of gas and, formerly, the manufacturgya$, results in various by-products and
substances classified by federal and state regnktis hazardous. These regulations may impogktyidtr damages to the environment from
hazardous substances, including obligations to wctnehvironmental remediation of discharged haasdmbstances as well as monetary
payments, regardless of the absence of fault andlikence of any prohibitions against the activlign it occurred, as compensation for
injuries to natural resources. See ltem 3. Legat&rdings. Our historic operations and the operatid hundreds of other companies along th
Passaic and Hackensack Rivers are alleged by featedastate agencies to have discharged substaatimination into the Passaic



River/Newark Bay Complex. For additional informatjsee Part Il, Item 8. Financial Statements amqpBmentary Data— Note 12.
Commitments and Contingent Liabilities .
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Site Remediatio—The Federal Comprehensive Environmental Resp@m@pensation and Liability Act of 1980 (CERCLA) and
the New Jersey Spill Compensation and Control &gil( Act) require the remediation of dischargeddraous substances and
authorize the EPA, the NJDEP and private partieptomence lawsuits to compel clean-ups or reiminoesg for such remediation.
The clean-ups can be more complicated and costinuiie hazardous substances are in a body of water.

Natural Resource Damage—CERCLA and the Spill Act authorize the assessmédamages against persons who have discharge
a hazardous substance, causing an injury to naesalrces. Pursuant to the Spill Act, the NJDEires persons conducting
remediation to characterize injuries to naturabueses and to address those injuries through eg&iaror damages. The NJDEP
adopted regulations concerning site investigatimh r@mediation that require an ecological evaluatibpotential damages to natural
resources in connection with an environmental itigaon of contaminated sites. The NJDEP alsoddsyuidance to assist partie:
calculating their natural resource damage liabflitysettlement purposes, but has stated that ttedsalations are applicable only for
those parties that volunteer to settle a claimfdural resource damages before a claim is asdgytdte NJDEP. We are currently

unable to assess the magnitude of the potentahdial impact of this regulatory change, althougthsmpacts could be material.

Fuel and Waste Disposal

Nuclear Fuel Disposa—The federal government has entered into contraittsthe operators of nuclear power plants for
transportation and ultimate disposal of spent rardieel. To pay for this service, nuclear plant evtare required to contribute to a
Nuclear Waste Fund. In accordance with the Nudlé¢aste Policy Act of 1982, in 2009 the U.S. Departtrad Energy (DOE
conducted its annual review of the adequacy ofNthelear Waste Fee and concluded that the currentffé/10 cent per kWh was
adequate to recover program costs. In 2011, wegbihe Nuclear Energy Institute (NEI) and fifteehes nuclear plant operators in a
lawsuit in federal court seeking suspension ofNbelear Waste Fee. In June 2012, the court rulatttie DOE failed to justify
continued payments by electricity consumers ineoNiclear Waste Fund and ordered the DOE to coradooinplete reassessment
of this fee. Spent nuclear fuel generated in aagto¥ can be stored in reactor facility storagelgooin Independent Spent Fuel
Storage Installations located at reactors or away freactor sites. In May 2014, the DOE advisethasas of May 16, 2014, the
nuclear waste fee was being suspended/reducedaoTdee elimination of this fee is expected to tesuan annualized pre-tax
benefit of approximately $30 million .

We have on-site storage facilities that are expkesatisfy the storage needs of Salem 1, Saldtio@e Creek, Peach Bottom 2 and
Peach Bottom 3 through the end of their operaizenkes.

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

Creek. Additionallyt here are on-site storage facilities for Salem, Hopeek and Peach Bottom, which we believe havedbpeacity
for at least five years of temporary storage fahefacility.

Coal Combustion Residuals (CCRs}In 2010, the EPA published a proposed rule offetimge main options for the managemer
CCRs under the Resource Conservation and Recow@rfRERA). One of these options regulates CCRslaxzardous waste while

the other two options would continue to regulatedisposal of CCRs as a non-hazardous waste. [ 2@%eral environmental



organizations and CCR marketers brought a citiznsagainst the EPA in federal court arguing thatEPA failed to perform its
mandatory duty under RCRA to review and revisagifessary, the RCRA rule applicable to CCRs. The iEued a final rule on
December 19, 2014 which regulates CCRs as non-<hazsiand requires that facility owners implemeseies of actions to close or
upgrade existing CCR surface impoundments andhaffilts. It also establishes new provisions for doastruction of new surface
impoundments and landfills. Our Hudson and Mer@gregating stations, along with our cemed Keystone and Conemaugh stati
are subject to the provisions of this rule. Thepscof the work entailed to comply has not yet bigealized but we expect that the

impacts of this rule will not be material to ousudts of operations, financial condition or casiwf.
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SEGMENT INFORMATION

Financial information with respect to our businseegments is set forth in Part Il, Item 8. Finan8i@tements and Supplementary Data— Note
22. Financial Information by Business Segments .

ITEM 1A. RISK FACTORS

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

position,

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

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

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

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

ability to:

Obtain fair and timely rate relief—PSE&G's retail rates are regulated by the BPUianatholesale transmission rates are regulatec
by the FERC. The retail rates for electric anddjagibution services are established in a bageaase and remain in effect until a
new base rate case is filed and concluded. Iniaddibur utility has received approval for sevalaluse recovery mechanisms, some
of which provide for recovery of and on the authed investments. These clause mechanisms requicgligeupdates to be reviewed
and approved by the BPU. Our utility's transmissates are recovered through a FERC-approved farnaie. The revenue
requirements are reset each year through this farriivansmission ROEs have recently become thetafgcertain state utility
commissions, municipal utilities, consumer advosated consumer groups seeking to lower customes natNew England and New
York. These agencies and groups have filed conmglainthe FERC asking the FERC to reduce the b@de & various transmission
owners. They point to changes in the capital mar&stjustification for lowering the ROE of thesenpanies. While we are not the
subject of any of these complaints, they couldagatecedent for FERC-regulated transmission owserd) as PSE&G. Inability to
obtain fair or timely recovery of all our costs¢linding a return of or on our investments in ratesjld have a material adverse imj
on our business.

Obtain required regulatory approvals-The majority of our businesses operate under MBiRaity granted by the FERC, which
has determined that our subsidiaries do not hawdgtigated market power and that MBR rules have kssgisfied. Failure to

maintain MBR eligibility, or the effects of any se mitigation measures that may be required iketgvower was evaluated
differently in the future, could have a materialexbe effect on us.

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

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

Further, the FERC requires compliance with allt®frules and orders, including rules concerningi@&iads of Conduct, market
behavior and anti-manipulation rules, reportingeiitocking directorate rules and cross-subsidiratio

In addition, Power is currently being investigabgdthe FERC Staff with respect to errors in cert#iits bids submitted for its fossil-
generating units into the PJM market. See ItenetleFal Regulation—Compliance—FERC for further infation on this matter.



We are subject to the reporting and record-keepangirements of the Dodérank Act, as implemented by the CFTC, and mahé
future be subject to CFTC requirements regardirgitiom limits for trading of certain
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commodities. As part of the Dodd-Frank Act comptieywe will need to be vigilant in monitoring argporting our swap
transactions.

The BPU conducts periodic combined management/ctitivpeservice audits of New Jersey utilities rethto affiliate standard
requirements, competitive services, cross-subgidizacost allocation and other issues. The BPhker completion of a combined
management audit and affiliate transactions adfdSE&G.

We are exposed to commodity price volatility as aasult of our participation in the wholesale energynarkets.

The material risks associated with the wholesatrgnmarkets known or currently anticipated thatld@dversely affect our operations
include:

° Price fluctuations and collateral requiremen—We expect to meet our supply obligations througlombination of generation and
energy purchases. We also enter into derivativeodimer positions related to our generation assetsapply obligations. As a result,
we are subject to the risk of price fluctuationattbould affect our future results and impact aquitlity needs. These include:

e variability in costs, such as changes in the exgueptice of energy and capacity that we sell ihtorharke

e increases in the price of energy purchased to swgsily obligations or the amount of excess eneodfy iato the marke
e  variation in the relative prices of electricity agds at the hubs within the mark

e the cost of fuel to generate electricity,

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

In the markets where we operate, natural gas ptypesally have a major impact on the price thateyators receive for their output, especially
in periods of relatively strong demand. Therefaignificant changes in the price of natural gasallguranslate into significant changes in the
wholesale price of electricity.

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

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

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

° changes in load and dems

° changes in the available amounts of demand respensarce:

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

° increases in transmission capability between zaam®

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

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

FERC regarding compensation for generators théificéreir availability during emergency conditians

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

As market prices for energy and fuel fluctuate, fomward energy sale and forward fuel purchasereotg could require us to post substantial
additional collateral, thus requiring us to obtadditional sources of liquidity during periods whaur ability to do so may be limited. If Power
were to lose its investment grade credit ratingiauld be required under certain agreements toigeos significant amount of additional
collateral in the form of letters of credit or castich would have a material adverse effect onliguidity and cash flows. If Power had lost
investment grade credit rating as of December 8142 it may have had to provide approximately $8iion in additional collateral.
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° Our cost of coal and nuclear fuel may substantiallycrease—Our coal and nuclear units have a diversifiedfpba of contracts
and inventory that provide a substantial portiomarf fuel needs over the next several years. Howéweill be necessary to enter
into additional arrangements to acquire coal ardeau fuel in the future. Although our fuel contraortfolio provides a degree of
hedging against these market risks, future inceeseur fuel costs cannot be predicted with cetyaand could materially and
adversely affect liquidity, financial condition angsults of operations. While our generation rumsgliverse fuels, allowing for
flexibility, the mix of fuels ultimately used campact earnings.

° Third party credit risk—We sell generation output and buy fuel throughekecution of bilateral contracts. These contracts
subject to credit risk, which relates to the apitif our counterparties to meet their contractimdigations to us. Any failure to
perform by these counterparties could have a naht@diverse impact on our results of operationd) las/s and financial position.
the spot markets, we are exposed to the risks afevier default mechanisms exist in those marketsesf which attempt to spread
the risk across all participants, which may noaheffective way of lessening the severity of tilsk of the amounts at stake. The

impact of economic conditions may also increasé sisk.

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

We are subject to extensive environmental reguidtipfederal, state and local authorities regardingjuality, water quality, site remediation,
land use, waste disposal, aesthetics, impact drabtdimate, natural resources damages and othgenmnarhese laws and regulations affect
manner in which we conduct our operations and ncakéal expenditures. Future changes may ressigimficant increases in compliance
costs.

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

° prevent construction of new faciliti

° prevent continued operation of existing facilit

° prevent the sale of energy from these facilitie

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

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

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

reduction of GHG emissions could materially impat fossil generation facilities. The current dtrex in this area is the EPA’s

proposed regulation of existing fossil-fueled gamieg facilities under the existing source perfonecestandards section of the CAA.

Legislation enacted in the states where our geioerédcilities are located establishes aggressoadgfor the reduction of CO
emissions over a 40-year period. Multiple statesdeveloping or have developed state-specificgional initiatives to obtain CQ

emissions reductions in the electric power industhe RGGI is such a program in the Northeast. &leeuld be significant costs

incurred to continue operation of our fossil getierafacilities, including the potential need torpliase CQemission allowances.
Such expenditures could materially affect the ¢ardd economic viability of one or more such fae#it

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

° Potential closercycle cooling requirements—Our Salem nuclear generating facility has a pefraih the NJDEP allowing for its

continued operation with its existing cooling waggstem. That permit expired in July 2006. Our egagilon to renew the permit, fil:



in February 2006, estimated the costs associatiédoeoling towers for Salem to be approximatelyb#ition, of which our share was
approximately $575 million. The renewal filing hast been updated since the 2006 filing.

The EPA issued a proposed rule in 2011 regardigglagon of cooling water intake structures. Foliogvthe receipt of extensive
comments on its proposed rule, the EPA finalizésl e on May 19, 2014 with an effective date at@ber 14, 2014. The EPA did
not mandate closed cycle cooling as the BTA. litstdae EPA set a fish
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impingement mortality standard that relies on &metogybased approach. Under this standard, power fasilitave the flexibility t
select one of several options as their method oiptiance. The rule also requires that entrainméri Becisions rely on sitspecific
analysis that includes an assessment of sociad-sosial benefits.

The EPA has structured the rule so that each wiliteontinue to consider renewal permits for eixigtpower facilities on a case by
case basis. In connection with the assessmene@ T\ of each facility that seeks permit renewlag tule requires that facilities
conduct a wide range of studies related to impirgggmmortality and entrainment and submit the reswith their permit applicatior
State actions to renew permits under the provisidiisis rule are ongoing at this time.

If the NJDEP or the Connecticut Department of Emwmental Protection were to require installatiorcloted-cycle cooling or its
equivalent at our Salem, Mercer, Hudson, Bridge®etvaren or New Haven generating stations, tlaelincreased costs and
impacts would be material to our financial positioesults of operations and net cash flows and avoedjuire further economic
review to determine whether to continue operatmmndecommission the stations.

Remediation of environmental contamination at cumeor formerly-owned facilities—We are subject to liability under
environmental laws for the costs of remediatingiremmental contamination of property now or forngesivned by us and of
property contaminated by hazardous substancesvthgenerated. Remediation activities associateld avit former Manufactured
Gas Plant (MGP) operations are one source of sostis.cAlso, we are currently involved in a numbigpr@ceedings relating to sites
where other hazardous substances may have beéugjed and may be subject to additional proceedimtige future, the related
costs of which could have a material adverse effeatur financial condition, results of operati@msl cash flows. New Jersey law
places affirmative obligations on us to investigate, if necessary, remediate contaminated propg@idy which we were in any way
responsible for a discharge of hazardous substaimepacting the speed by which we will need to Btigate contaminated
properties, which could adversely impact cash flde cannot predict what further actions, if anytha costs or the timing thereof,
that may be required with respect to these or athtural resource damages claims. However, exptésuratural resource damages

could subject us to additional potentially matelizbility.

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

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

Storage and Disposal of Spent Nuclear F.—We currently use on-site storage for spent nudigzlr Disposal of nuclear materials,
including the availability or unavailability of &pmanent repository for spent nuclear fuel, conldact future operations of these
stations. In addition, the availability of an offesrepository for spent nuclear fuel may affect aility to fully decommission our
nuclear units in the future.

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

Operational Risk—Operations at any of our nuclear generating wutdd degrade to the point where the affected negstds to be
shut down or operated at less than full capaditthis were to happen, identifying and correctihg tauses may require significant
time and expense. Since our nuclear fleet provéggsoximately half of our generation output, argnfficant outage could result in
reduced earnings as we would need to purchasenerage higher-priced energy to meet our contracthligations.

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

a change in the regulatory climate. We have nuclads at two sites. It is possible that an acdiderother incident at a nuclear



generating unit could adversely affect our abilitycontinue to operate unaffected units locateaieasame site, which would further
affect our financial condition, operating resultglaash flows. An accident or incident at a nuciedt not owned by us could also
affect our ability to continue to operate our uniiay resulting financial impact from a nuclear @ent may exceed our resources,

including insurance coverages. Further, as a le@nsiclear operator subject to the Price-AnderstreAd a member of a
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nuclear industry mutual insurance company, Powsuligect to potential retroactive assessmentsasudt of a nuclear incident or
retroactive adverse loss experience.

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

The energy industry continues to be regulated headules to which our businesses are subject es@yalat risk of being changed. Our busit
has been impacted by established rules that de@zdgonal capacity markets in each of PIM, ISOaid NYISO. Under these rules,
generators located in constrained areas are paid footheir capacity so there is an incentiveoimate in those areas where generation capaci
is most needed. Because much of our generatiacésdd in constrained areas in PJM and ISO-NEgtistence of these rules has had a
positive impact on our revenues. PJM’s locatiomglacity market design rules and New England forveamhcity market rules have been
challenged in court and continue to evolve. Anynges to these rules may have an adverse impacirdimancial condition, results of
operations and cash flows.

In January 2011, New Jersey enacted a law estaigishLCAPP which provided for the constructiorsabsidized base load or mid-merit
electric power generation. The LCAPP legislatiors\evalidated on constitutional grounds by a febeoart order issued in October 2013 and
a subsequent challenge in the U.S. Court of Apdealthe Third Circuit upheld that decision. thatdion has now been filed with the U.S.
Supreme Court for consideration on appeal. Howdutuire state actions in New Jersey and elsewloesalisidize the construction of new
generation could have the effect of artificiallypdessing prices in the competitive wholesale maokeboth a short-term and long-term basis.

We could also be impacted by a number of othertsyarcluding regulatory or legislative actions;lirding, among other things, direct and
indirect subsidies, favoring non-competitive maskatd/or technologies and energy efficiency andatehnesponse initiatives. Further, some
of the marketsased mechanisms in which we participate, incluiGg auctions, are at times the subject of reviediscussion by some of t
participants in the New Jersey and federal regolaad political arenas. We can provide no assuramat these mechanisms will continue to
exist in their current form, nor otherwise be mastif

To the extent that additions to the transmissiatesy relieve or reduce congestion in eastern PJbtevmost of our plants are located, Pow
capacity and energy revenues could be adversedgtaff. Moreover, through changes encouraged biyERC to transmission planning
processes, or through RTO/ISO initiatives to chathgé planning processes, such as the recentlypaed multidriver project category in PJl
more transmission may ultimately be built to fdai renewable generation or support other puldlicyinitiatives.

The FERC has also eliminated the ROFR, which veillehthe effect of allowing third parties to builekin types of transmission projects in
the service territories of incumbent utilities schPSE&G. As a result, we could face competitinesgures for our transmission business in
New Jersey, as well as in in other utili’ service territories where we will be able to segportunities to build. Changes to FERC policies
regarding transmission planning and rate treatrftgritansmission investment, including ROEs aneiive rates, could also have an impact
on our transmission business. In addition, cefaill cost allocation determinations have been ricehallenged at the FERC, the resolution
of which could impact costs borne by New Jersegpaygers and increase customer bills.

We face significant competition in the merchant emgy markets.

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

° merchant generato

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

° utilities,

° banks, funds and other financial entit

° fuel supply companie

o affiliates of other industrial companies,

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

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

usage could result in a reduction in load requirgse

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

reliance on our system and impact our revenuesnaegtment opportunities.

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

The revenues provided by the operation of our geaimegy stations are subject to market risks thabagend our control. Generation output will
either be used to satisfy wholesale contract requénts, other bilateral contracts or be sold iotopetitive power markets. Participants in the
competitive power markets are not guaranteed aegifipd rate of return on their capital investme@sneration revenues and results of
operations are dependent upon prevailing markeegpffior energy, capacity, ancillary services ard $upply in the markets served.

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

Increases in market prices also affect our ahitithedge generation output and fuel requirementiseasbligation to post margin increases witt
increasing prices.

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

In accordance with accounting guidance, managemaitiates long-lived assets for impairment whenevents or changes in circumstances,
such as significant adverse changes in regulabiasiness climate or market conditions, could pa#intindicate an asset’s or group of assets’
carrying amount may not be recoverable. Significadtictions in our expected revenues or cash ffowan extended period of time resulting
from such events could result in future asset immpant charges, which could have a material advierpact on our financial condition and
results of operations.

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

Capital for projects and investments has been gealvprimarily by internally-generated cash flow axternal financings. We have significant
capital requirements and will need continued actesgbt capital from outside sources in orderfficiently fund the construction and other
cash flow needs of our businesses. The abilityrange financing and the costs of capital dependummerous factors including, among other
things, general economic and market conditionsattaélability of credit from banks and other fin&ldnstitutions, investor confidence, the
success of current projects and the quality of pevjects.

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

32






Table of Contents

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

The performance of the financial markets will affde value of the assets that are held in trusatisfy our future obligations under our
pension and postretirement benefit plans and tordetdssion our nuclear generating plants. A dedfinde market value of our pension assets
could result in the need for us to make significantributions in the future to maintain our fungliat sufficient levels.

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

Our results of operations may be negatively affbie sustained downturns or sluggishness in theauy, including low levels in the market
prices of commodities. Adverse conditions in thereeny affect the markets in which we operate amdnematively impact our results.
Declines in demand for energy will reduce overalés and cash flows, especially as customers ratieadeconsumption of electricity and gas.
Although our utility business is subject to regathallowable rates of return, overall declineslétticity and gas sold and/or increases in non
payment of customer bills would materially adveyssfect our liquidity, financial condition and rdts of operations.

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

The success of our businesses is dependent oibitity ® continue providing safe and reliable seevto our customers while minimizing
service disruptions. We are also exposed to theofiequipment failures, accidents, severe weaglients, or other incidents which could re:
in damage to or destruction of our facilities omda@e to persons or property. For instance, equipfagares in our natural gas distribution
could give rise to a variety of hazards and opegatisks, such as leaks, accidental explosionsvahanical problems, which could cause
substantial financial losses. PSE&G operates aridtaias more than 17,700 miles of distribution nsatimat transport gas to 1.8 million
customers. PSE&G also operates and maintains tpestacast iron infrastructure in any one statténcountry at approximately 4,000 miles.

In addition, the physical risks of severe weathemgs, such as experienced from Hurricane IreneSapeérstorm Sandy, and of climate chal
changes in sea level, temperature and precipitptitterns and other related phenomena have fieaamerbated these risks. Such issues
experienced at our facilities, or by others in imalustry, could adversely impact our revenues,gase costs to repair and maintain our syst
subject us to potential litigation and/or damagenat and increase the level of oversight of odityitind generation operations and
infrastructure through investigations or througé timposition of additional regulatory or legislativequirements. Such actions could adversel
affect our costs, competitiveness and future imaests, which could be material to our financialipios, results of operations and cash flow.

Acts of war or terrorism could adversely affect ouroperations.

Our businesses and industry may be impacted byaactshreats of war or terrorism. These actionsdcasult in increased political, economic

and financial market instability and volatility fnel prices which could materially adversely affeat operations. In addition, our infrastructure
facilities, such as our generating stations, trassion and distribution facilities, could be directindirect targets or be affected by terrorist or

other criminal activity. Such events could severifrupt business operations and prevent us frewicieg our customers. In addition, new or

updated security regulations may require us to nchlamges to our current measures which could akadtrin additional expenses.

Cybersecurity attacks or intrusions could adverselympact our businesses.

We own and/or operate generating stations, trassomisnd distribution facilities, which are depemiden the operation of our computing
systems. Our ability to market our generation ougmd acquire and hedge fuel and power are alsendigmt on our computing systems. Our
computing systems may be impacted by cybersecaitiagks, hostile technological intrusions or inatkmt disclosure of company and/or
customer information or a cybersecurity attack meagrage our information technology to cause disomg at another company. Cybersect
threats to our operations include:

° Disruption of the operation of our assets and theqy grid
° Theft of confidential company, employee, sharehgldendor or customer informatic
° General business system and process interruptioaropromise, including preventing us from servioing customers, collecting

revenues or the ability to record, process andpornt financial information correctly, and

. Breaches of vendors' infrastructures where ouridenfial information is store
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If a significant cybersecurity event or breach dta@ccur, it could result in material costs for agpand remediation, breach notification,
operations and increased capital costs. Such asstgity incident could also cause us to be campliant with applicable laws, regulations
contracts that require us to securely maintainidential data, causing us to incur costs relatdddal claims or proceedings, regulatory fines
and increased scrutiny and possible damage toepuitation and brand, resulting in a reduction istamer confidence. We devote resources t
network and application security, encryption artteoimeasures to protect our computing systemsrdrabsiructure from unauthorized access
or misuse and interface with numerous externatiestio improve our cybersecurity situational awass. However, given the ever changing
nature of cybersecurity threats, there can be sorasce the steps we take can protect us agdipstsaible occurrences.

Inability to successfully develop or construct gemation, transmission and distribution projects within budget could adversely impact
our businesses.

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

Our success will depend, in part, on our abilitpldain necessary regulatory approvals, compl&setiprojects within budgets, on
commercially reasonable terms and conditions andur regulated businesses, our ability to rectiverelated costs through rates. Any del
cost escalations or otherwise unsuccessful coniiruand development could materially affect onaficial position, results of operations and
cash flows.

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

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

L breakdown or failure of equipment, information teglogy, processes or management effective

° disruptions in the transmission of electric

° labor dispute:

° fuel supply interruption

° transportation constrain

° limitations which may be imposed by environmentabtiher regulatory requiremer

° permit limitations, an

L operator error or catastrophic events such as f@shquakes, explosions, floods, severe storots o terrorism or other similar
occurrences.

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

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

Our operations depend on the retention of a skilletkforce. The loss or retirement of key execigioe other employees, including those with
the specialized knowledge required to support emegation, transmission and distribution operationsld result in various operational
challenges. These challenges may include the laakmropriate replacements, the loss of instititl@nd industry knowledge and the
increased costs to hire and train new personnd. ids the potential to become more critical olerrtext several years as a growing numb
employees become eligible to retire.

In addition, because a significant portion of ompéoyees are covered under collective bargainimgeagents, our success will depend on our
ability to successfully renegotiate these agreemasithey expire. Inability to do so may resukiimployee strikes or work stoppages which
would disrupt our operations and could also resulcreased costs.
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Our receipt of payment of receivables related to audomestic leveraged leases is dependent upon thedit quality and the ability of
lessees to meet their obligations.

Our receipt of payments of equity rent, debt serand other fees related to our leveraged leag®lioin accordance with the lease contracts
can be impacted by various factors. The factorewmay impact future lease cash flow include, betret limited to, new environmental
legislation regarding air quality and other disdfear in the process of generating electricity, mapkiees for fuel and electricity, including the
impact of low gas prices on our coal generatiorgiments, overall financial condition of lease deyarties and the quality and condition of
assets under lease. If a lessee were to defauttould potentially be required to impair our cutrgvestment balances.

ITEM 1B. UNRESOLVED STAFF COMMENTS
PSEG, PSE&G and Power
None.

ITEM 2. PROPERTIES

Our subsidiaries own all of our physical propeWtje believe that we and our subsidiaries maintaggaédte insurance coverage against loss o
damage to plants and properties, subject to cegtaiaptions, to the extent such property is usuaslyred and insurance is available at a
reasonable cost. For a discussion of nuclear inserasee Part Il, Item 8. Financial StatementsSamplementary Data— Note 12.
Commitments and Contingent Liabilities .
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Generation Facilities
Power
As of December 31, 2014 , Power’s share of sumnstalled fossil and nuclear generating capacigh@wn in the following table:

Total Owned Principal
Capacity Capacity Fuels
Name Location (MW) % Owned (MW) Used Mission

Steam:
Hudson NJ 62C 100% 62C Coal/Gas Load Following
Mercer NJ 632 100% 632 Coal/Gas Load Following
Sewaren NJ 452 100% 452 Gas Load Following
Keystone (A) PA 1,711 23% 391 Coal Base Load
Conemaugh (A) PA 1,711 23% 38t Coal Base Load
Bridgeport Harbor CT 383 100% 383 Coal Load Following
New Haven Harbor CT 443% 100% 443% Oil Load Following

Total Steam 5,95 3,307

Nuclear:
Hope Creek NJ 1,17¢ 100% 1,17¢ Nuclear Base Load
Salem1 &2 NJ 2,301 57% 1,32¢ Nuclear Base Load
Peach Bottom 2 & 3 (B) PA 2,24: 50% 1,121 Nuclear Base Load

Total Nuclear 5,72 3,62

Combined Cycle:
Bergen NJ 1,19¢ 100% 1,19¢ Gas Load Following
Linden NJ 1,30(C 100% 1,30(C Gas Load Following
Bethlehem NY 774 100% 774 Gas Load Following
Kalaeloa HI 208 50% 104 Qil Load Following

Total Combined Cycle 3,48( 3,37¢

Combustion Turbine (C):
Essex NJ 623 100% 623 Gas Peaking
Edison NJ 51€ 100% 51€ Gas Peaking
Kearny NJ 452 100% 452 Gas Peaking
Burlington NJ 37€ 100% 37€ Oil/Gas Peaking
Linden NJ 347 100% 347 Gas Peaking
Mercer NJ 11¢& 100% 11¢& QOil Peaking
Sewaren NJ 10E 100% 10E Oil Peaking
Bergen NJ 21 100% 21 Gas Peaking
National Park NJ 21 100% 21 Oil Peaking
Salem 3 NJ 38 57% 22 Ol Peaking
New Haven Harbor CT 12¢ 100% 12¢ Gas/Oil Peaking
Bridgeport Harbor CT 17 100% 17 Ol Peaking

Total Combustion Turbine 2,76( 2,744

Pumped Storage:
Yards Creek (D) NJ 40C 50% 20C Peaking

Total Power Plants 18,32( 13,25(

(A) Operated by GenOn Northeast Management Con
(B) Operated by Exelon Generation. In March 2@iB,share of Peach Bottom 2's installed genera@gacity is expected to increase by

65 MW as a result of an extended power uprate ceteglin 2014. A similar increase is expected taioatthe first quarter of 2016
at Peach Bottom 3 after work is completed in |&@&52

© 1,545 MW of owned installed combustion turbine adyawill be retired in 201!



©)

Operated by JCP&L Compa
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As of December 31, 2014 , Power also owned andatge1 09 MW direct current (dc) of photovoltaicasajeneration facilities in various
states.

PSE&G
As of December 31, 2014 , PSE&G had 99 MWdc ofailhestl solar capacity throughout New Jersey.

Transmission and Distribution Facilities
PSE&G

As of December 31, 2014 , PSE&G'’s electric transioisand distribution system included 23,872 cirauiles, of which 8,191 circuit miles
were underground, and 846,058 poles, of which B#Bibles were jointly-owned. Approximately 100%ttuf property is located in New
Jersey.

In addition, as of December 31, 2014 , PSE&G owfoed electric distribution headquarters and fivelseadquarters in four operating
divisions, all located in New Jersey.

As of December 31, 2014 , the daily gas capacifyRE&G’'s 100%-owned peaking facilities (the maximdaily gas delivery available during
the three peak winter months) consisted of liqutigdeum air gas (LPG) and liquefied natural gds@) and aggregated 2,790,420 therms
(270,914,563 cubic feet on an equivalent basi©06fd00 Btu/therm and 1,030 Btu/cubic foot) as showthe following table:

Daily

Capacity

Plant Location (Therms)
Burlington LNG Burlington, NJ 772,500
Camden LPG Camden, NJ 384,000
Central LPG Edison, NJ 839,040
Harrison LPG Harrison, NJ 794,880
Total 2,790,420

As of December 31, 2014 , PSE&G owned and opetBtetd2 miles of gas mains, owned 12 gas distributieadquarters and two sub-
headquarters, all in four operating regions locatedew Jersey and owned one meter shop in Neveyleerving all such areas. In addition,
PSE&G operated 62 natural gas metering and regglatations, all located in New Jersey, of whichw@8e located on land owned by
customers or natural gas pipeline suppliers an@ wperated under lease, easement or other simiéargement. In some instances, the pipt
companies owned portions of the metering and réiggléacilities.

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

PSE&G's electric lines and gas mains are locateat ovunder public highways, streets, alleys ods&amxcept where they are located over or
under property owned by PSE&G or occupied by itarrehsements or other rights. PSE&G deems theseeats and other rights to be
adequate for the purposes for which they are hesegl.

In addition, as of December 31, 2014 , PSE&G owdiedwitching stations in New Jersey with an aggeegsstalled capacity of 28,777
megavolt-amperes (MVA) and 246 substations witlaggregate installed capacity of 8,179 MVA. In aiddit four of our substations in New
Jersey having an aggregate installed capacity @MJA were operated on leased property.
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ITEM 3. LEGAL PROCEEDINGS

We are party to various lawsuits and regulatorytenst including in the ordinary course of businégs.information regarding material legal
proceedings, other than those discussed belowtesael. Business—Regulatory Issues and Environnéfatters and Part I, Item 8.
Financial Statements and Supplementary Data— Nat€ammitments and Contingent Liabilities .

Superstorm Sandy

For a discussion of the lawsuit in New Jersey statat related to recoveries for property damagien®SEG's insurance policies, see Part 1,
Item 8. Financial Statements and Supplementary-Batate 12. Commitments and Contingent Liabilities .

Environmental Matters

The following items are environmental matters imitad governmental authorities not discussed elsesvimethis Form 10-K. We do not expect
expenditures for any such site relating to the &disted below, individually or for all such curtesites in the aggregate, to have a material
effect on our financial condition, results of ogeras and net cash flows.

Q) Claim by the EPA, Region llI, under CERCLA litespect to a Cottman Avenue Superfund Site,radonon-ferrous scrap
reclamation facility located in Philadelphia, Peylmania, owned and formerly operated by Metal BahRmerica, Inc. PSE&G, othe
utilities and other companies are alleged to Hadifor contamination at the site and PSE&G has lmegned as a PRP. A Final
Remedial Design Report was submitted to the EP3eptember of 2002. This document presented thgridsitails of the EPA’s
selected remediation remedy. PSE&G and otheryutitimpanies as members of a PRP group entered iGtmsent Decree and
agreed to implement a negotiated EPA selected et remedy. The PRP group implementation ofréreedy was completed in
2010. Although subject to EPA approval and oversilgimgterm monitoring activities designed to demonsttageeffectiveness of tt
implemented remedy are planned through 2018 astaimated cost of $2.8 million.

(2) The EPA sent PSE&G, Power and approximatelydtfer entities a notice that the EPA considessth @f the entities to be a PRP
with respect to contamination in Berry's Creek ier@en County, New Jersey and requesting that tispierform a RI/FS on Berry’s
Creek and the connected tributaries and wetlanelsyB Creek flows through approximately 6.5 miles &earthat have been used
a variety of industrial purposes and landfills. EBfA estimates that the study could cost approxm&18 million. As members of a
PRP Group, Power and certain of the other entiiz@sed in the EPA Notice entered into an AdministeaSettlement Agreement and
Order on Consent in 2008 to conduct the RI/FS, lviiestimated to be completed in 2017/2018.

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

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable
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PART Il

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

Our common stock is listed on the New York Stockliange, Inc. As of December 31, 2014 , there weyé35 registered holders.

The graph below shows a comparison of the five-geatulative return assuming $100 invested on Deeerdb, 2009 in our common stock
and the subsequent reinvestment of quarterly dieldethe S&P Composite Stock Price Index, the Domed Utilities Index and the S&P
Electric Utilities Index.

2009 2010 2011 2012 2013 2014
PSEG $ 100.0C $ 9991 $ 108.1: $ 104.8: $ 1146: $ 153.8(
S&P 500 $ 100.0C $ 11507 $ 11747 $ 136.1¢ $ 180.1¢ $ 204.7¢
DJ Utilities $ 100.0C $ 106.4« $ 127.3( $ 12930 $ 1457( $ 190.1¢
S&P Electrics $ 100.0C $ 1034 $ 1249¢ $ 1242¢ $ 1339° $ 17550

$225

/ : ——PSEG
$175 / — S&P 500
p ——DJ Utilities
/ ——S&P Electrics
$125
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-

$?5 T I T T
2009 2010 2011 2012 2013 2014
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The following table indicates the high and low saliees for our common stock and dividends paidtierperiods indicated:

Dividend
Common Stock High Low per Share
2014
First Quarter $ 38.4¢ $ 3128 $ 0.37
Second Quarter $ 41.3t  $ 3691 $ 0.37
Third Quarter $ 40.6¢ $ 34.08 $ 0.37
Fourth Quarter $ 4377 $ 36.37 % 0.37
2013
First Quarter $ 343¢ $ 29.7¢  $ 0.3¢€
Second Quarter $ 36.61 $ 31.21 % 0.3¢
Third Quarter $ 345 $ 3166 $ 0.3¢€
Fourth Quarter $ 343 $ 3165 $ 0.3¢

On February 17, 2015 , our Board of Directors appdoa $0.39 per share common stock dividend fofitsiequarter of 2015. This reflects an
indicated annual dividend rate of $1.56 per share.

The following table indicates our common share repases in the open market during the fourth quaft2014 to satisfy obligations under
various equity compensation award grants:

Total Number Average

of Shares Price Paid

Three Months Ended December 31, 2014 Purchased per Share
October 1-October 31 — $ —
November 1-November 30 245,94 $ 41.3¢
December 1-December 31 11,05( $ 41.77

The following table indicates the securities auitent for issuance under equity compensation plare ®ecember 31, 2014 :

Number of Securities Weighted-Average Number of Securities

to be Issued upon Exercise Price of Remaining Available

Exercise of Outstanding for Future Issuance

Outstanding Options, Options, Warrants under Equity

Plan Category Warrants and Rights and Rights Compensation Plans
Long-Term Incentive Plan 2,075,851 $ 35.3¢ 15,925,27
Employee Stock Purchase Plan — 8 — 3,589,03.
Total 2,075,851 $ 35.3¢ 19,514,31

For additional discussion of specific plans conoegrequity-based compensation, see Item 8. FinhSta@ements and Supplementary Data—
Note 17. Stock Based Compensal.

PSE&G

We own all of the common stock of PSE&G. For adudisil information regarding PSE&G’s ability to cante to pay dividends, see Item 7.
MD&A—Executive Overview of 2014 and Future Outlook.

Power

We own all of Power’s outstanding limited liabilipmpany membership interests. For additional mdfon regarding Power’s ability to pay
dividends, see Item 7. MD&A—Executive Overview @12 and Future Outlook.
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ITEM 6. SELECTED FINANCIAL DATA

PSEG

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

PSEG
Years Ended December 31, 2014 2013 2012 2011 2010
Millions, except Earnings per Share
Operating Revenues (A) $ 10,88 $ 9,96¢ $ 9,781 $ 11,07¢ $ 11,79
Income from Continuing Operations (B) $ 1,51¢ % 1,24 % 1,27t % 1,407 $ 1,557
Net Income $ 1,51¢ $ 124: % 127t % 1,50 $ 1,56¢
Earnings per Share:
Income from Continuing Operations
Basic (A) $ 3.0C $ 24¢ % 25z % 27¢ % 3.0¢
Diluted (A) $ 29¢ % 248 % 251 % 271 % 3.07
Net Income
Basic $ 3.0C $ 24¢ % 25z % 297 ¢ 3.0¢
Diluted $ 29¢ % 248 % 251 % 2.9¢ % 3.0¢
Dividends Declared per Share $ 148 $ 144 $ 1.4z $ 137 $ 1.37
As of December 31,
Total Assets $ 3533 $ 3252 $§ 31,728 $ 2982 % 29,90¢
Long-Term Obligations (C) $ 8,26/ $ 787 $ 6,701 $ 7,482 % 7,84

(A) Operating Revenues for 2014 includes $389iamilfor Long Island Electric Utility Servco, LLC €Bvco), a wholly owned subsidiary
of PSEG LI. See Item 8. Financial Statements amp®mentary Data— Note 3. Variable Interest Ertifr additional

information.
(B) Income from Continuing Operations for 2011llires an aftetax charge of $170 million related to certain leged lease
© Includes capital lease obligatio

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

This combined MD&A is separately filed by Publicréee Enterprise Group Incorporated (PSEG), Pubdicvice Electric and Gas Company
(PSE&G) and PSEG Power LLC (Power). Informationtaored herein relating to any individual companfiiled by such company on its own
behalf. PSE&G and Power each make representatidpse to itself and make no representations wieatsoas to any other company.

PSEG's business consists of two reportable segmmntgrincipal direct wholly owned subsidiariedjieh are:
° 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, and
° Power, our wholesale energy supply company that integiiggesiclear, fossil and renewable generating agsetations with its
wholesale energy, fuel supply, energy trading aadketing and risk management activities primarilyhie Northeast and Mid-

Atlantic United States.

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 gersalices at cost.

Our business discussion in Part |, ltem 1. Busipesgides a review of the regions and markets whereperate and compete, as well as our
strategy for conducting our businesses within teaekets, focusing on operational excellence, firgrstrength and making disciplined
investments. Our risk factor discussion in Paltein 1A. Risk Factors provides information abouttéas that could have a material adverse
impact on our businesses. The following discuspimvides an overview of the significant events bodiness developments that have occt
during 2014 and key factors that we expect wildrdur future performance. This discussion refeithé¢ Consolidated Financial Statements
(Statements) and the related Notes to Consolidéteghcial Statements (Notes). This discussion shbealread in conjunction with such
Statements and Notes.

EXECUTIVE OVERVIEW OF 2014 AND FUTURE OUTLOOK

2014 Overview

Our business plan seeks to achieve growth whileagiag risks. We continue our focus on operatiomak#ience, financial strength and
disciplined investment. These guiding principleseéhprovided the base from which we have been abdxécute our strategic initiatives,
including:

° Growing our utility operations through continuegéstment in T&D infrastructure projects with greadesersity of regulatory
oversight, and
° 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 yeaded December 31, 2014 and 2013 are preseniad:bel

Years Ended December 31,
2014 2013
Earnings (Losses) Millions, except per share data
PSE&G $ 725 $ 612
Power 76C 644
Other 33 (13
PSEG Net Income $ 1,51¢ ¢ 1,24z
PSEG Net Income Per Share (Diluted) $ 29¢ % 2.4¢

Our $275 million 2014 over 2013 increase in Nebime was due primarily to higher transmission reesrat PSE&G and mark-to-market
gains in 2014 as compared to losses in 2013 adekhiglumes of gas sales under the BGSS contrddtoathird party customers at Power. In
addition, the increase was also due to lower Ojpermaind Maintenance (O&M) costs at PSE&G and Ppprarcipally related to a reduction
in pension and other postretirement employee bef@REB) costs. These factors were partially offselower volumes of electricity sold
under the BGS contract and higher fuel costs imclito generate electricity at Power. For a morailget discussion of our financial results,
Results of Operations.

At PSE&G, our regulated utility, we continued teést capital in T&D infrastructure projects aimeadraintaining the reliability of our service
to our customers. PSE&G's results for 2014 refihetfavorable impacts from these investments akasel slowly improving economy.
Effective January 1, 2014, PSE&G's formula ratedased our annual transmission revenues by appatedyr$171 million . In October 2014,
we filed our 2015 Formula Rate Update with the Faldénergy Regulatory Commission (FERC) for appmatgely $182 million in increased
annual transmission revenues which went into effaclanuary 1, 2015. Each year, transmission reeare adjusted to reflect items such as
updating estimates used in the filing with actugtbd The adjustment for 2015 will include the intpafcthe extension of bonus depreciation,
which was enacted after the filing was made, arisnated to reduce our 2015 revenue increasteddl approximately $21 million. Over
the past few years, these types of investments &itered the business mix of our overall resultspdrations to reflect a higher percentage
contribution by PSE&G.

Power’s results benefited from access to naturmakgaplies through its existing firm pipeline tnppogation 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 usenitatioe third party sales and supply gas to its génegranits in New Jersey.

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 thetaeaoolant pump turning vanes. Salem Unit 2 retdrto service on July 14, 2014.

Regulatory, Legislative and Other Developments

In our pursuit of operational excellence, finanagiength and disciplined investment, we closelyitoo significant regulatory and legislative
developments. Transmission planning rules and velatdéepower market design are of particular impaean our results and we continue to
advocate for policies and rules that promote fad efficient electricity markets.

Transmission Planning

The FERC's rule under Order 1000 altered the ragffirst refusal (ROFR) previously held by incumbeitilities to build all transmission

within their respective service territories. Oualtbnge to the rule itself was rejected by the fatleourt. However, the FERC's action presents
opportunities for us to construct transmission idet®f our service territory as long as the applieaules are clear to all participating
transmission developers. In April 2013, PIM Intarcection, L.L.C. (PJM) initiated a solicitation pess pursuant to Order 1000 to review
technical solutions to improve the operational perfance in the Artificial Island area, consistirigpar Salem and Hope Creek nuclear
generation facilities. PJM has not yet made a d@tis this process. On January 30, 2015, PSE&&# fl complaint against PIM at the FERC,
arguing that PJM had failed to follow its rulesidarthis process and requesting that the FERC d?dit to do so. If the FERC grants this
complaint, the FERC could order PJM to re-startethire process or make changes to the rules gioggfuture competitive solicitations.
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PJM filed with the FERC, and the FERC has receathepted, a new “multi-driver” category of transsios projects, which projects may
include a combination of reliability, economic gmablic policy elements. Changes to the factors usedaking determinations in the PJM
project planning and cost-allocation processesdcbale significant implications for the types objects selected and the utility customers
ultimately charged for the costs of such new traasion facilities. See Part |, Item 1. Business—dfablRegulation—Transmission
Regulation—Transmission Policy Developments.

Wholesale Power Market Design

Capacity market design, including the Reliabilitycthg Model (RPM), remains an important focus tier In May 2014, a federal court issue
rule that vacated a FERC Order in which the FER€Cdetermined that demand response (DR) providersiégheceive full market
compensation for power and held that the FERC bgansdiction over DR. A subsequent challengehi participation of DR as a resource in
the PIM capacity market is pending at the FERG adfiling made by PJM at the FERC that would reenDR as a supply resource in
upcoming auctions. In addition, PJM has filed &t FERC to reset the demand curve for the RPM, WREERC subsequently accepted. We
generally supported PJM’s approach in the filinggsnught rehearing on certain issues, includingptioper level of labor costs required to
build new generation in New Jersey, which is pegdiurther, in December 2014, PJM filed at the FER@roposal for a capacity
performance product to include generators, DR awdgy efficiency providers who would certify asateailability during emergency
conditions, as a supplement to base capacity atidemhanced performance-based incentives and f@Endalhe implications of these
developments could be significant for the capatityket. See Part I, Item 1. Business—Regulatonyelss-Federal Regulation—Capacity
Market Issues—PJM for additional information.

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 RPM capacity auction, refer 1o Péem 1. Business—Federal Regulation—Capadiérket Issues—PJIM.

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 actikartdby Maryland were unconstitutional and null aoa were each denied. The appellants
subsequently sought review at the U.S. Supremet@aodrthe U.S. Supreme Court has not yet actedadiditional information, refer to Part |,
Item 1. Business—Regulatory Issues—Federal RegulatiCapacity Market Issues—Long-Term Capacity Agreeniilot 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

Environmental Regulatior

We also advocate for the development and implertientaf fair and reasonable rules by the U.S. Egrwinental Protection Agency (EPA) and
state environmental regulators. On May 19, 201& BERA released the final Clean Water Act Sectidd(I3/lrule 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 structurelecethe 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, pdeilities 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 conduegtide range of studies related to impingement atigrtand entrainment and submit the results
with their permit applications. A federal court 4bage to the EPA rule is pending. We are unableréalict the outcome that these permitting
decisions may take and the effect, if any, thag thay have on us although such impacts could benmatSee Item 8. Financial Statements
and Supplementary Data— Note 12. Commitments amdi@ent Liabilities and Part |, Item 1. BusinessaviEonmental Matters—Water
Pollution Control for additional information.

In June 2014, the EPA issued a proposed greenlgagsemissions regulation for existing power plahie regulation establishes stapecific
emission rate targets based on implementationeobést system of emission reduction. States magsehthese or other methodologies to
achieve the necessary reductions of carbon dieddssions. The EPA had requested comment on maegissof the proposal and therefore,
the final rule may look considerably different ththe proposal. We continue to work with state asdkfal regulators, as well as industry
partners, to determine the potential impact ofrfgulation. See Part |, Item 1. Business—Envirortaléviatters—Climate Change for
additional information.
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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 beliewegeneration business remains well-positioneddich air pollution control regulations if
and when they are implemented.

Other Developments

In recent years we have been impacted by severt@rezonditions, 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 informatiafer to Item 8. Financial Statements and
Supplementary Data— Note 12. Commitments and CgetinLiabilities —Superstorm Sandy. We have begarkvn our gas and electric
distribution systems to improve resiliency. The Nisvsey Board of Public Utilities (BPU) approved Hettlement of our Energy Strong
Proposal in a total amount of $1.22 billion . Tlettlement provides for cost recovery at a 9.75% oétreturn on equity on the first $1.0 billion
of the investment, plus associated allowance fod$wsed during construction, through an accel@raovery mechanism. We will seek
recovery of the remaining $220 million of investrh@nPSE&G's next base rate case, which is tolbd fio later than November 1, 2017. We
filed our initial Energy Strong cost recovery petit, seeking BPU approval to recover in base ratesstimated annual revenue increase of
million effective March 1, 2015. This increase eg@nts capitalized Energy Strong electric investroests in service through November 30,
2014. For additional information, refer to Partém 1. Business—Regulatory Issues—State Regulatibmergy Strong Program.

In September 2014, the BPU approved substantiallyentire request for a determination that ourrstoelated costs, in the total amount of
$366 million , were prudently incurred and recoléean a future base rate proceeding, subjectfsebfor the amount of insurance proceeds
received. For additional information, refer to It&mFinancial Statements and Supplementary Datate BloRegulatory Assets and Liabilities

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. In addition, in January 2(Rower assumed responsibility for fuel procurenagil power management services to L
under separate agreements.

In the first and second quarters of 2014, Powaradisred and further investigated (i) incorrect gktions for certain components of its cost-
based bids for its New Jersey fossil generatingsunithe PJM energy market and (ii) differencethmquantity of energy that Power offered
into the energy market for its fossil peaking ufiitsn the amount for which Power was compensatetercapacity market for those units. We
informed the FERC, PJM and the PJM Independent &tavtonitor of these issues, and have correctecktbasrs. Power has an ongoing
process of implementing improved procedures to hetfgate the risk of similar issues occurring lie ffuture. In the third quarter of 2014, the
FERC Staff initiated a preliminary, non-public $tafvestigation into the matter. This investigatioould result in the FERC seeking
disgorgement of any over-collected amounts, cigitgties and non-financial remedies. It is not fiidsst this time to reasonably estimate the
ultimate impact or predict any resulting penalt@ber costs associated with this matter, or thdiegbility of mitigating factors. For more
detailed information regarding this matter, refeitem 8. Financial Statements and Supplementatg-Bad\Note 12. Commitments and
Contingent Liabilities —FERC Compliance.

Operational Excellence

We emphasize operational performance while devetpppportunities in both our competitive and retpdabusinesses. Flexibility in our
generating fleet has allowed us to take advanthgeadket opportunities presented during the yeave@semain diligent in managing costs. In
2014, our

L diverse fuel mix and dispatch flexibility allowed to generate approximately 54,000 GWh, while agking unit outages and

balancing fuel availability and price volatility,

° Bergen 1 and 2 and Linden 1 Units and our combayetke gas turbine fleet overall achieved recordegetion

° Hope Creek Unit achieved its second best generatier

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

° utility ranked highest in electric and gas senhiosiness customer satisfaction among large usilitighe eastern United Sta

Financial Strength

Our financial strength is predicated on a solichbaé sheet, positive cash flow and reasonableadglsted returns on increased investment.
Our financial position remained strong during 2@%4ve:

° had cash on hand of $402 millias of December 31, 20:
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° 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

° paid an annual dividend of $1.48 and increasedralicated annual dividend for 2015 to $1 i 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 detatrfcing.

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 marketh growing demand. In 2014 we:

° placed into service our 230 kV Burlington-Camded @80 kVNorth Central Reliability transmission proje:

° 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 Bergen 2 and Bethlehem Energy Cente€CjBombined cycle gas units,

° completed the physical upgrades for the extendadpaprate at Peach Bottom Uni

° acquired an equity interest with an expected imaest of $100 million - $120 million in the approxately 110mile PennEast Pipelii
to transport natural gas from eastern PennsylManiew Jersey, and

° acquired rights to solar energy facilities locatedr El Paso, Texas and Burlington, Vermont, togali6.6 MWdc which became
operational in late 2014 and a 12.9 MWdc solar gnéacility located near Waldorf, Maryland which wgpect to be operational

before June 2015.

Future Outlook

Our future success will depend on our ability tatomue to maintain strong operational and finanp&afformance in a slow-moving economy
and a cost-constrained environment, to capitalizermtherwise address appropriately regulatorylaegislative developments that impact our
business and to respond to the issues and chadlelegeribed below. In order to do this, we mustinoe to

° focus on controlling costs while maintaining safatd reliability and complying with applicable stiands and requiremer
° successfully manage our energy obligations armbreract our open supply positic
° execute our capital investment program, includingBnergy Strong program and other investmentgifowth 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 thatimmoa to promote fair and
efficient electricity markets,

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

° successfully operate the LIPA T&D systt

For 2015 and beyond, the key issues and challemgespect our business to confront include:
° regulatory and political uncertainty, both with aeg to future energy policy, design of energy aaglacity markets, transmission
policy and environmental regulation, as well atwrdspect to the outcome of any legal, regulatomytioer proceeding, settlement,

investigation or claim, applicable to us and/or ¢inergy industry,



uncertainty in the slowly improving national angji@al economic recovery, continuing customer cora@®n efforts, changes in

energy usage patterns and evolving technologieighwmpact customer behaviors and demand,
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° the continuing potential for sustained lower ndtges and electricity prices, both at market huls @ locations where we operate,
and
° delays and other obstacles that might arise in@ctiom with the construction of our T&D projectsciuding in connection with

permitting and regulatory approvals.

RESULTS OF OPERATIONS

Years Ended December 31,
2014 2013 2012

Earnings (Losses) Millions

PSE&G (A) $ 728 % 61z $ 52¢
Power (A) 76C 644 66€
Other (B) 33 (13 81
PSEG Net Income $ 151¢ $ 1,24: % 1,27¢
PSEG Net Income Per Share (Diluted) $ 29¢ % 248§ 2.51

(A) PSE&G's results in 2012 include after-tax expens&24 million for O&M costs and Power's result2idil4, 2013 and 2012 include
after-tax expenses of $17 million, $32 million &8P million, respectively, for O&M costs net of uirance recoveries in 2013
and 2012, due to severe damage caused by SupefStomly. See Item 8. Financial Statements and Sugplery Data— Note
12. Commitments and Contingent Liabilities .

(B) Other includes aftetax activities at the parent company, PSEG LI andrgy Holdings as well as intercompany eliminati

The 2014 year-over-year increase in our Net Incoag driven primarily by:

° mark-tomarket (MTM) gains in 2014 resulting from a deceeasprices on forward positions, as compared tdvWadsses in 201

L higher sales volumes under the basic gas supphicediBGSS) contract due to colder average tempersiin the 2014 winter heating
season,

° higher volumes of gas sold to third party custon

° higher revenues due to increased investmentsrisrigsion projects, a

° lower O&M expense at PSE&G and Power, largely due teduction in pension and OPEB ct

These increases were partially offset by

° lower volumes of electricity sold under Power'sibgeneration service (BGS) contracts resultingnferving fewer tranches in 20:
and

° higher generation costs due to higher fuel c

The 2013 year-over-year decrease in our Net Inogasdriven by:

° lower volumes of electricity sold under Power's B&ftracts at lower average pric

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

° unfavorable amounts related to the MTM activitysadissed beloy

° higher generation costs due to higher fuel c

° higher planned outage and maintenance costs airceftour fossil and nuclear plants, partiallyseff by cost control measur

° the absence of the gain on the Dynegy leverages lesttlement in 2012, ¢
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° higher Income Tax Expense due to the absence dfdaafits related to the settlement of the 19006 IRS audits in 2012 (see Iten

Financial Statements and Supplementary Data— Naténtome Taxes ).

These decreases were largely offset by

° higher capacity revenues in the PJM region regyftiom higher average prices as well as higher iggioa sold primarily in the PIM
region,

° higher average gas prices on increased salestopthity customers, a

° higher revenues due to increased investmentsnsrigsion project

Our results include the realized gains, losseseandings on Power’s Nuclear Decommissioning TIN&T) Fund and other related NDT
activity. Net realized gains, interest and dividémzbme and other costs related to the NDT Fundeerded in Other Income and Deductions
and impairments on certain NDT securities are @abas Other-Than-Temporary Impairments. Intexestetion expense on Power's nuclear
Asset Retirement Obligation (ARO) is recorded ire@pion and Maintenance Expense and the depratiaiated to the ARO asset is
recorded in Depreciation and Amortization Expemis&014 and 2012, we restructured portions of oDTNFund and realized gains of $65
million and $59 million, respectively.

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

The combined after-tax impact on Net Income forytears ended December 31, 2014 , 2013 and 2@lLitle the changes related to NDT Fi
and MTM activity shown in the chart below:

Years Ended December 31, 2014 2013 2012
Millions, after tax

NDT Fund and Related Activity $ 68 $ 4C % 52

Non-Trading MTM Gains (Losses) $ 66 $ (74 $ (1C)

PSEG

Our results of operations are primarily compriséthe results of operations of our principal opemgisubsidiaries, Power and PSE&G,
excluding charges related to intercompany transastiwhich are eliminated in consolidation. Foriaddal information on intercompany
transactions, see Item 8. Financial StatementsSapglementary Data— Note 23. Related-Party Traimsest

Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
2014 2013 201z 2014 vs. 2013 2013 vs. 2012
Millions Millions % Millions %
Operating Revenues $ 10,88¢ $ 9,96¢ $ 9,781 $ 91¢ 9 $ 187 2
Energy Costs 3,88¢ 3,53¢ 3,71¢ 35C 10 (183 (5)
Operation and Maintenance 3,15( 2,88 2,632 263 9 25k 10
Depreciation and Amortization 1,227 1,17¢ 1,05¢ 49 4 124 12
Income from Equity Method

Investments 13 11 12 2 18 @ (8)
Other Income and (Deductions) 22¢ 15¢ 162 70 44 ©)] 2
Other-Than-Temporary Impairment 20 12 18 8 67 (6) (33
Interest Expense 38¢ 40z 427 (13 3 (21) (5)
Income Tax Expense 93¢ 81z 73€ 12¢€ 16 76 10
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The 2014 amounts in the preceding table for Opsgd&evenues and O&M Costs each include $389 mifborservco. These amounts
represent the O&M pass-through costs for the Latand operations, the full reimbursement of wheheflected in Operating Revenues. See
Item 8. Financial Statements and Supplementary-Bhiste 3. Variable Interest Entities for further &ation. The following discussions for
Power and PSE&G provide a detailed explanatiomeif respective variances.

PSE&G
Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
PSE&G 2014 2013 2012 2014 vs. 2013 2013 vs. 2012

Millions Millions % Millions %
Operating Revenues $ 6,766 $ 6,65t $ 6,62t $ 111 2 9 29 —
Energy Costs 2,90¢ 2,841 3,15¢ 68 2 (31¢) (10)
Operation and Maintenance 1,55¢ 1,63¢ 1,50¢ (82) (5) 131 9
Depreciation and Amortization 90¢€ 872 77¢ 34 4 94 12
Taxes Other Than Income Taxes — 68 98 (68) (100 (30 (32
Other Income (Deductions) 58 51 47 7 14 4 9
Interest Expense 277 29¢ 29t (16) (5) 2 @
Income Tax Expense 44¢ 381 307 68 18 74 24

Year Ended December 31, 2014 as compared to 2013

Operating Revenuesdncreased $111 million due primarily to changedéfivery, clause, commodity and other operatingneses.
Delivery Revenueincreased $88 million due primarily to an increasansmission revenues.

° Transmission revenues were $138 million higihee to increased investments in transmission pis

° Gas distribution revenues decreased $5 millionmirearily to lower Weather Normalization Clause (WN\revenue of $32 million
due to more normal weather compared to the priar,yewer Transitional Energy Facilities Assessm@iiFA) revenue of $22
million due to elimination of the TEFA tax effectianuary 1, 2014, lower Capital InfrastructuregPam (CIP) related revenue of
$11 million , partially offset by higher sales voias of $54 million , and higher revenue from Saliad Energy Efficiency Recovery
Charges (formerly RRC and currently Green ProgramoRery Charges (GPRC)) of $6 million .

° Electric distribution revenues decreased $45 nnillae primarily to a $45 million decrease due tmigation of the TEFA tax in
2014, lower sales volumes of $17 million and lo@#P related revenue of $5 million , partially offés higher GPRC of $22
million .

Clause Revenuedecreased $51 million due primarily to lower Saai@&enefit Charges (SBC) of $32 million , lower 8gtization Transition
Charge (STC) revenues of $18 million , and lowerditaAdjustment Clause (MAC) of $7 million , pafttiaoffset by higher Solar Pilot
Recovery Charge (SPRC) of $6 milliohe changes in SBC, STC, MAC and SPRC amounts amirely offset by the amortization of rela
costs (Regulatory Assets) in O&M, Depreciation &mdortization and Interest Expense. PSE&G does aot margin on SBC, STC, MAC or
SPRC collections.

Commodity Revenuicreased $68 milliodue to higher Electric and Gas revenues. Thistisednoffset with increased Energy Costs. PSE
earns no margin on the provision of BGS and BGS@tail customers.

° Electric revenues increased $22 million due pritpda $64 million in higher BGS revenues , pargialiffset by $42 million in lower
revenues from the sale of Non-Utility Generatiot@®) energy and collections of Non-Utility GeneratiGharges (NGC) due
primarily to lower prices. BGS sales increased 2% grimarily to weather.

° Gas revenues increased $46 million due to highes8@olumes of $93 million , partially offset by lewBGSS prices of $47
million . The average price of natural gas was 6%l in 2014 than in 2013.

Other Operating Revenudsacreased $6 million due primarily to increasederaves from our appliance repair business and rfaseslus



electric operating revenues.
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Operating Expenses
Energy Costsincreased $68 million . This is entirely offset@gmmodity Revenue.
° Electric costs increased $22 million or 1% due6 #illion of increased deferred cost recovery, &8llion in higher BGS volumes

and a $2 million increase in NUG prices, partiaffset by $78 million in lower NUG volumes and $1lion from lower BGS price:
BGS volume increased 2% due to customer migratimm third party suppliers (TPS).

° Gas costs increased $46 million or 5% due to $9Bomior 10% in higher sales volumes due primardyweather, partially offset by
$47 million or 5% in lower prices.

Operation and Maintenancedecreased $81 million , of which the most significeomponents were decreases of

° $73 millionin pension and other postretirement benefits (ORE®ENSeS, ai
° $21 millionin costs related to SBC, GPRC and ¢
° partially offset by a $12 million net increase ipenational expenses due primarily to increasetimsrelated costs of $8 million,

wages of $6 million and transmission related cos®2 million , partially offset by a $4 million deease in general operating
expenses, and
° a $1 million increas@ gas bad debt expen

Depreciation and Amortization increased $34 million due primarily to increases of

° $47 millionin additional plant in service, a
° $2 million in software amortizatio
° partially offset by a $15 million decreaseamortization of Regulatory Asse

Taxes Other Than Income Taxeslecreased $68 million due to the elimination of TR#-A tax in 2014.
Other Income and (Deductionshet increase of $7 million was due primarily torgmses of

o $7 millionin Allowance for Funds Used During Constructiond
] $1 millionin solar loan interest incon
° partially offset by a $1 million decreaseRabbi Trust interest and gai

Interest Expensedecreased $16 million primarily due to decreases of

] $16 million due to partial redemption of securitina debtin 2014

e  $25 million due to maturities of $725 million in 2B1anc

e  $5 million due to maturities of $500 million in 201

e partially offset by an increase of $14 million doghe issuance of $1,250 million of debt in 2054
e anincrease of $17 million due to the issuancelgb@ million of debt in 201

Income Tax Expensencreased $68 million due primarily to higher paa-tncome.

Year ended December 31, 2013 as compared to 2012

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

° Transmission revenues were $184 million highertduacreased investments in transmission proj

° Gas distribution revenues increased $24 million phimarily to higher sales volumes of $70 milligrigher CIP related revenue of
$23 million and higher revenue from Solar and Epétfficiency Recovery Charges of $5 million, paltiaffset by lower WNC
revenue of $67 million due to more normal weattwnpared to the prior year and lower TEFA revenug7omillion due to a lower

TEFA rate.
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° Electric distribution revenues increased $15 milldue primarily to higher GPRC of $37 million andlrer CIP related revenue of
$11 million, partially offset by lower TEFA revenoé $23 million due to a lower TEFA rate and lovgates volumes of $10 million.

Clause Revenueimicreased $110 million due primarily to STC reveno€$51 million, higher SBC of $47 million and igher SPRC of $11
million. The changes in STC, SBC and SPRC amouetg wntirely offset by the amortization of relatedts (Regulatory Assets) in O&M,
Depreciation and Amortization and Interest Expe®SE&G does not earn margin on STC, SBC or SPRiEatimins.

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

° Electric revenues decreased $308 million due pilyner $169 million in lower BGS revenues and $X88lion in lower revenues
from the sale of NUG energy and collections of N@@ primarily to lower prices. BGS sales decrea$édlue primarily to
customer migration to TPS and weather.

° Gas revenues decreased $10 million due to lowerB@es of $121 million, partially offset by highBGSS volumes of $111
million. The average price of natural gas was 1@%el in 2013 than in 2012.

Other Operating Revenudacreased $14 million due primarily to increasederaies from our appliance repair business and ftasesus
electric operating revenues.

Operating Expenses
Energy Costsdecreased $318 million. This is entirely offset@ymmodity Revenue.
° Electric costs decreased $308 million or 14% dug2tb4 million in lower BGS and NUG volumes, $35Ilit of lower BGS prices,

and $59 million for decreased deferred cost rego\@ES and NUG volumes decreased 10% due primaritpistomer migration to

TPS.

° Gas costs decreased $10 million or 1% due to $liltibmor 12% in lower prices, partially offset 8111 million or 11% in higher

sales volumes due primarily to weather.

Operation and Maintenanceincreased $131 million, of which the most signifitaomponents were increases of

o $131 million in costs related to SBC, GPRC and

° $24 million in transmission related costs,

° $10 million in appliance service cos

° partially offset by the absence of $40 million iartsmission and distribution storm damages in :
° a $10 million decrease in pension and OPEB expense

° an $11 million decrease in gas bad debt exp

Depreciation and Amortization increased $94 million due primarily to increases of
° $59 million in amortization of Regulatory Assetsd

° $33 million in additional plant in servic

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

° partially offset by a $1 million decrease in RaBhist interest and gait

Interest Expenseexperienced no material change.

Income Tax Expenseéncreased $74 million due primarily to higher pag-tncome and the absence of tax benefits relatéuktsettlement of
the 1997-2006 IRS audits in 2012.
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Power
Increase / Increase /
Years Ended December 31, (Decrease) (Decrease)
Power 2014 2013 2012 2014 vs. 2013 2013 vs. 2012
Millions Millions % Millions %
Operating Revenues $ 5432 $ 506: $ 487 $ 371 7 $ 19C 4
Energy Costs 2,743 2,49¢ 2,381 251 10 11t 5
Operation and Maintenance 1,18¢ 1,22¢ 1,125 (38) 3 97 9
Depreciation and Amortization 292 273 242 19 7 31 13
Income from Equity Method
Investments 14 16 15 2 13 1 7
Other Income (Deductions) 17C 10t 111 65 62 (6) (5)
Other-Than-Temporary Impairments 20 12 18 8 67 (6) (33
Interest Expense 122 11€ 13z 6 5 (16) (12
Income Tax Expense 491 41¢ 43¢ 72 17 (14 ©)]

Year Ended December 31, 2014 as compared to 2013

Operating Revenuesncreased $371 million due to changes in generatjas supply and other operating revenues.

Generation Revenuesicreased $263 million due primarily to

° higher revenues of $366 million due primarily to MDains in 2014 resulting from a decrease in prare$orward positions and

higher energy volumes sold in the New York and Nawland (NE) regions, and

° a net increase of $27 million due primarily to héglvolumes on wholesale load contracts in the Rgibn, offset in part by lower
wholesale load volumes in the NE region,

° partially offset by a decrease of $89 million daddwer volumes of electricity sold as a resulsefving fewer tranches in 2014 under
our BGS contracts and lower average pricing, and

° a net decrease of $41 million due primarily to erdase in operating reserve revenue, partiallyebffg higher ancillary revenue in t
PJM region.

Gas Supply Revenueascreased $93 million due primarily to
° a net increase of $44 million in sales under theSBGontract, substantially comprised of higherssatdumes due to colder average

temperatures during the 2014 winter heating segsotially offset by lower average gas prices, and
° a net increase of $49 million due to higher sal@ames to third party custome

Other Operating Revenudacreased $15 million due to transition fees reldatefuel management and power supply managemaeirtacbs
with LIPA.

Operating Expenses

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

° Generation costincreased $252 million due primarily to higher faekts, reflecting higher average realized nawmalprices, the
unfavorable MTM impact from lower average naturas grices on forward positions and the utilizatibhigher volumes of gas and
oil. These increased costs were partially offsetolaer congestion costs in the PJM region.

° Gas costslecreased $1 million related to a decrease of §1iBibn in average gas inventory costs, substdytizifset by $136
million of higher volumes sold under the BGSS caatrand to third party customers due to colderagetemperatures during the

2014 winter heating season.
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Operation and Maintenancedecreased $38 million due primarily to
° lower pension and OPEB costs of $42 mill

° a decrease of $15 million due primarily to the getaf our 100%-owned Hope Creek nuclear facilityhia fall of 2013, which was
partially offset by the extension of our 57%-owmedtlear Salem Unit 2 refueling outage in 2014, and

° a decrease of $27 million due to lower storm cossted to Superstorm San

° partially offset by an increase of $40 million tteld primarily to higher planned outage and maimenacosts at our fossil plants,
including maintenance and installation of upgratathnology at our Linden combined cycle gas geimgrgglant and outages at our
Keystone and Hudson facilities.

Depreciation and Amortization increased $19 million due primarily to a higher @mpable fossil and nuclear asset base.
Income from Equity Method Investmentsexperienced no material change.

Other Income (Deductions)increased $65 million due primarily to higher reatl gains from the NDT Fund due to the restructuoifthe
portfolio in 2014.

Other-Than-Temporary Impairments increased $8 million due to an increase in impamsief the NDT Fund.

Interest Expenseincreased $6 milliomlue primarily to the issuance of a $250 million32#Senior Note and a $250 million 4.30% Senior |
in November 2013, partially offset by the matunsfy$300 million of 2.50% Senior Notes in April 2013

Income Tax Expensencreased $72 million in 2014 due primarily to reglpre-tax income.

Year ended December 31, 2013 as compared to 2012

Operating Revenuesncreased $190 million due to changes in generaimhsupply revenues.

Generation Revenuesicreased $102 million due primarily to

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

reserve revenues in PJM, and

° higher net revenues of $36 million due primarilyhigher generation sold in the PIJM and NE regiarfiypoffset by higher MTM
losses in 2013 resulting from an increase in priceforward positions in the PJM and NE regions,

° partially offset by a decrease of $155 million guenarily to lower volumes of electricity sold undeur BGS contracts and lower
average pricing, and

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

Gas Supply Revenueascreased $88 million due primarily to
° a net increase of $40 million in sales under theSBGontract, substantially comprised of higherssatdumes due to colder average

temperatures during the 2013 winter heating segmotially offset by lower average gas prices, and
° a net increase of $48 million due primarily to teglaverage gas prices and higher sales volumégdopiarty customer

Operating Expenses

Energy Costsrepresent the cost of generation, which includesdasts for generation as well as purchased ernertine market, and gas
purchases to meet Power’s obligation under its B&8fract with PSE&G. Energy Costs increased $1illlomdue to

° Generation costincreased $75 million due primarily to $84 milliohhigher fuel costs, reflecting higher averagdized natural gas
prices, higher nuclear fuel costs and the util@atf higher volumes of coal and oil, partiallys#t by lower average coal prices and
lower average unrealized natural gas prices ondadyositions.

° Gas costsncreased $40 million, principally related to olalitpns under the BGSS contract, reflecting higldgsvolumes in 2013
due to colder average temperatures during the 2@it8r heating season and higher volumes on thartysales, partially offset by

lower average gas inventory costs.
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Operation and Maintenanceincreased $97 million due primarily to
° higher planned outage and maintenance costs in, 28di8ly at our gas-fired BEC plant in New York,rBen gas-fired plant in New

Jersey, Linden gas-fired plant in New Jersey artd-28/ned Conemaugh coal-fired plant in Pennsylvaraatially offset by lower
storm costs in 2013, and
° higher outage costs at our nuclear generatingtiasil primarily at our 100%wned Hope Creek static

Depreciation and Amortization increased $31 million due primarily to a higher iejiable asset base at Fossil and Nuclear, indualscing
into service the new gas-fired peaking units atriigaNew Jersey and New Haven, Connecticut in 212, completion of the steam path
retrofit upgrade at our co-owned Peach Bottom @it October 2012, and placing two solar facilitie® service in the fourth quarter of 2012.
In addition, an update to the nuclear asset reérgrabligation became effective in November 20B2sing higher depreciation in 2013.

Income from Equity Method Investmentsexperienced no material change.

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

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

Interest Expensedecreased $16 million due primarily to a decred<k28 million resulting from the maturity of $300illion of 2.50% of

Senior Notes in April 2013, and the early redempgiof $250 million of 5.00% medium term notes andaus tax-exempt bonds in December
2012, partially offset by higher interest cost$6fmillion in 2013 since interest capitalizatiorased for our Kearny and New Haven gas-fired
peaking projects on their June 2012 in-service.date

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

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.

Financing Methodology

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

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

PSEG, Power, Energy Holdings, PSEG LI and Senpegticipate in a corporate money pool, an aggregaif daily cash balances designed tc
efficiently manage their respective short-termilifity needs. Servco does not participate in th@a@te money pool. Servco's short-term
liquidity needs are met through an account fundetiavned by LIPA.

PSEG's sources of external liquidity include myitiar syndicated credit facilities totaling $1 laitli. These facilities are available to back-stor
PSEG’s commercial paper program, issue letterseafitand for general corporate purposes. Thesktifemay also be used to provide
support to PSEG's subsidiaries. PSEG’s creditifiesiland the commercial paper program are availabsupport PSEG working capital needs
or to temporarily fund growth opportunities in adea of obtaining permanent financing. From timértee, PSEG may make equity
contributions or provide credit support to its gdlzsies.

Power’s sources of external liquidity include $Biion of syndicated multi-year credit facilitieddditionally, from time to time, Power
maintains bilateral credit agreements designeaiauece its liquidity position. Power has $100 roiliof bilateral credit agreements that are
scheduled to expire in September 2015. Credit égpiagrimarily used to provide collateral in suppof Power's forward energy sale and
forward fuel purchase contracts as the market pficeenergy and fuel fluctuate, and to meet padenollateral postings in the event of a cr
rating downgrade below investment grade. Powevigldnd payments to PSEG are also designed to ksstent with its capital structure
objectives which have been established to mainta@i@stment grade credit ratings and provide sudfitfinancial flexibility. Generally, Power
issues senior unsecured debt to raise long-teritatap
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Operating Cash Flows

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

For the year ended December 31, 2014 , our opgrasish flow increased by $2 million . For the yeatded December 31, 2013 , our operatin
cash flow increased by $371 million. The net changere primarily due to net changes from our suas&s as discussed below and tax
payments at the parent company and Energy Holdings.

PSE&G

PSE&G's operating cash flow increased $188 milfimm $1,645 million to $1,833 million for the yeanded December 31, 2014 , as
compared to 2013, due primarily to

° higher earnings

° an increase of $188 milliodue to an increase from a net change in regulaefsrrals, primarily related to over collectionsBfS<
gas costs, the over collection of gas revenuegaltiee Gas Weather Normalization clause and GPROegoveries,

° an increase of $83 milliodue to decrease in employee benefit plan fun

° partially offset by $199 milliomelated to higher tax paymer

PSE&G’s operating cash flow increased $389 million frab2$6 million to $1,645 million for the year endedcember 31, 2013, as compse
to 2012, due primarily to

° higher earning
° an increase of $134 million due to an increase faomet change in regulatory deferrals, primarilaterl to over collections of BG!

gas costs and the collection of prior year deficyerevenues under the Gas Weather Normalizatiarselanechanism, and

° a decrease of $47 million in benefit plan fund
° partially offset by $114 million related to hightex payment:
Power

Power’s operating cash flow increased $78 milliamnf $1,347 million to $1,425 million for the yearded December 31, 2014 , as compared
to 2013, primarily resulting from

° lower tax payment
° partially offset by increase of $87 million payments to counterparties, .
° a decrease of $11 milliadtue to collection of counterparty receivak

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

° lower earnings, ar

° higher tax payment

° partially offset by a decrease of $73 million rethto margin deposits, &
° a decrease of $26 million in employee benefit flaxding

Short-Term Liquidity

We continually monitor our liquidity and seek todachpacity as needed to meet our liquidity requéets. Each of our credit facilities is
restricted as to availability and use to the specidmpanies as listed below; however, if necessheyPSEG facilities can also be used to
support our subsidiaries’ liquidity needs. Our katadit facilities and available liquidity as oebember 31, 2014 were as follows:
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As of December 31, 2014
Total Available
Company/Facility Facility Usage Liquidity
Millions
PSEG $ 1,00C $ 8 % 992
PSE&G 60C 14 58€
Power 2,70C 197 2,50:
Total $ 4,30C $ 21¢ % 4,081

As of December 31, 2014 , our credit facility capawas in excess of our projected maximum liqyidi#quirements over our 12 month
planning horizon. Our maximum liquidity requiremgmtre based on stress scenarios that incorporatges in commodity prices and the
potential impact of Power losing its investmentdgraredit rating. PSE&G’s credit facility primargeuis to support its Commercial Paper
Program under which as of December 31, 2014 , rmuats were outstanding. Most of our credit fa@Btexpire in 2018 and 2019. For
additional information, see Item 8. Financial Sta¢ats and Supplementary Data— Note 12. CommitradsContingent Liabilities and Note
13. Schedule of Consolidated Debt .

Long-Term Debt Financing
PSE&G has $300 million of 2.70% , Series G Mediuenrii Notes maturing in May 2015 .
Power has a $300 million of 5.50% Senior Notes miragun December 2015 .

For a discussion of our long-term debt transactéuring 2014 and into 2015, see Item 8. Finarf8fatements and Supplementary Data—
Note 13. Schedule of Consolidated D.

Debt Covenants

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

In addition, under its First and Refunding Mortgdlylortgage), PSE&G may issue new First and Refupdiiortgage Bonds against previous
additions and improvements, provided that its rafiearnings to fixed charges calculated in acamdavith its Mortgage is at least2to 1,
and/or against retired Mortgage Bonds. As of Decamdli, 2014 , PSE&G’s Mortgage coverage ratio wastd1 and the Mortgage would
permit up to approximately $3.8 billion aggregategipal amount of new Mortgage Bonds to be issagainst additions and improvements to
its property.

Default Provisions

Our bank credit agreements and indentures congainus default provisions that could result in priéential acceleration of payment under the
defaulting company’s agreement. We have not defdwihder these agreements.

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

There are no cross default provisions to affiliateBSE&G’s or Power’s credit agreements or indesgu

Ratings Triggers

Our debt indentures and credit agreements do maaicoany material ‘ratings triggers’ that wouldusa an acceleration of the required interes
and principal payments in the event of a ratingsrdgrade. However, in the event of a downgrade,agyor more of the affected companies
may be subject to increased interest costs onigdrémk debt and certain collateral requirememtshé event that we are not able to affirm
representations and warranties on credit agreementters would not be required to make loans.

In accordance with BPU requirements under the B@fracts, PSE&G is required to maintain an investngeade credit rating. If PSE&G
were to lose its investment grade rating, it wahddrequired to file a plan to assure continued mtrfor the BGS requirements of its
customers.
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PSE&G is the servicer for the bonds issued by PSH&&Rsition Funding LLC and PSE&G Transition FurgdlhLLC. Cash collected by
PSE&G to service these bonds is commingled with&SE other cash until it is remitted to the bondsiee each month. If PSE&G were to
lose its investment grade rating, PSE&G would lopiired to remit collected cash daily to the bongtee. PSE&G is prohibited from
advancing its own funds to make payments relatedieh bonds.

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

Common Stock Dividends

Years Ended December 31,

Dividend Payments on Common Stock 2014 2013 2012
Per Share $ 1.4 $ 1.44 % 1.42
in Millions $ 748 $ 726 $ 71¢

On February 17, 2015 , our Board of Directors appdoa $0.39 per share common stock dividend fofitsiequarter of 2015. This reflects an
indicated annual dividend rate of $ 1.56 per shéfe.expect to continue to pay cash dividends orcomrmon stock; however, the declaration
and payment of future dividends to holders of mmmon stock will be at the discretion of the Boafdirectors and will depend upon many
factors, including our financial condition, earningapital requirements of our businesses, alteingestment opportunities, legal
requirements, regulatory constraints, industry fitacand other factors that the Board of Directigems relevant.

Credit Ratings

If the rating agencies lower or withdraw our crediings, such revisions may adversely affect theket price of our securities and serve to
materially increase our cost of capital and lintit@ss to capital. Credit Ratings shown are for réesi that we typically issue. Outlooks are
shown for Corporate Credit Ratings (S&P) and Is€redit Ratings (Moody’s and Fitch) and can be Btalegative, or Positive. There is no
assurance that the ratings will continue for amegiperiod of time or that they will not be revidgdthe rating agencies, if, in their respective
judgments, circumstances warrant. Each rating gbyean agency should be evaluated independentlyeofther agencies' ratings. The rati
should not be construed as an indication to bulgl bosell any security.

In May 2014, Moody'’s published updated researclntspn PSEG, PSE&G and Power and the existinggatnd outlooks were unchanged.
In May 2014, S&P published updated research repordsrevised the outlook to positive from stableHS8EG’s Corporate Credit Rating. S&P
also affirmed the senior unsecured rating of BBBP@wver and mortgage bond rating of A at PSE&QDttober 2014, Fitch affirmed the
ratings and outlooks for PSEG, PSE&G and Power.

Moody'’s (A) S&P (B) Fitch (C)

PSEG

Outlook Stable Positive Stable

Commercial Paper P2 A2 F2
PSE&G

Outlook Stable Positive Stable

Mortgage Bonds Aa3 A A+

Commercial Paper P1 A2 F2
Power

Outlook Stable Positive Stable

Senior Notes Baal BBB+ BBB+

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

57




Table of Contents

(B) S&P ratings range from AAA (highest) to D (lest) for long-term securities and Al (highest) tddvest) for short-term securities.
The Corporate Credit Rating outlook does not appl SEG’s or PSE&G’s Commercial Paper Rating or&SE Mortgage Bond
rating.

(C) Fitch ratings range from AAA (highest) to D\lest) for long-term securities and F1 (highest) thowest) for shorterm securitie:

Other Comprehensive Income

For the year ended December 31, 2014 , we had Qdraprehensive Loss of $188 million on a consoéiddiasis. Other Comprehensive Los:s
was due primarily to a $173 million increase in oansolidated liability for pension and postretierhbenefits and a $27 million decrease in
net unrealized gains related to Available-for-Sadeurities, and was partially offset by $12 millmirunrealized gains on derivative contracts
accounted for as hedges. See Item 8. FinanciagdB&atts and Supplementary Data— Note 20. Accumufatedr Comprehensive Income
(Loss), Net of Tax for additional information.

CAPITAL REQUIREMENTS

It is expected that all of our capital requirememisr the next three years will come from a comtameof internally generated funds and
external debt financing. Projected capital consiomcand investment expenditures, excluding nudiealrpurchases, for the next three year:
presented in the table below. These amounts ajectub change, based on various factors. We wittioue to approach non-regulated solar
and other renewables investments opportunisticedlgking projects that will provide attractive restfjusted returns for our shareholders.

2015 2016 2017
Millions
PSE&G:
Transmission
Reliability Enhancements $ 1,42C $ 1,230 % 1,18¢
Facility Replacement 165 18t 20C
Support Facilities 5 35 15
Environmental/Regulatory 5 5 5
Distribution
Reliability Enhancements 28t 43¢ 29t
Facility Replacement 38t 23t 22t
Support Facilities 55 50 55
New Business 15t 16C 16C
Environmental/Regulatory 40 50 55
Renewables 10C 80 80
Total PSE&G $ 2,61t % 2,465 % 2,27¢
Power:
Baseline $ 22t % 22C % 19C
Environmental/Regulatory 60 50 45
Fossil Growth Opportunities 20 — 20
Nuclear Expansion 95 20 10
Solar Expansion 15¢& 10t —
Total Power $ 55 $ 39§ 26E
Services $ 50 $ 35 % 35
Total PSEG $ 322 % 2,898 % 2,57t
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PSE&G

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

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

structures housing support personnel or equipnmsetfitory.

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

In 2014 , PSE&G made $2,170 million of capital exgitures, including $2,164 million of investmentglant, primarily for transmission and
distribution system reliability and $6 million illgr loan investments. This does not include exjieres for cost of removal, net of salvage, of
$98 million , which are included in operating célstws.

Power
Power’s projected expenditures for the various #disted above are primarily comprised of the fwilog:

° Baseline—investments to replace major parts and enhancatpeal performanc

° Environmental/Regulatory-trvestments made in response to environmental)atgy or legal mandate

° Fossil Growth Opportunitiestvestments associated with upgrades to incredisgeaty and output at combined cycle pla

° Nuclear Expansic—investments associated with certain Nuclear chpitgects, primarily at existing facilities desiphto increase

operating output.
° Solar Expansion—investments associated with thetoaction of utilityscale photovoltaic facilitie

In 2014 , Power made $460 million of capital exgermds, excluding $166 million for nuclear fueljmarily related to various projects at
Fossil and Nuclear.

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

The following table reflects our contractual castigations and other commercial commitments inrdepective periods in which they are due
In addition, the table summarizes anticipated resmand non-recourse debt maturities for the y&@an. For additional information, see
Item 8. Financial Statements and Supplementary-Batate 13. Schedule of Consolidated Debt .

The table below does not reflect any anticipatesh gayments for pension obligations due to ungetiaiing of payments or liabilities for
uncertain tax positions since we are unable toorestsly estimate the timing of liability paymentsimdividual years beyond 12 months due to
uncertainties in the timing of the effective settnt of tax positions. See Item 8. Financial Staetemand Supplementary Data— Note 19.
Income Taxes for additional information.
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Contractual Cash Obligations
Long-Term Recourse Debt Maturities
PSE&G
Transition Funding (PSE&G)
Transition Funding Il (PSE&G)
Power

Other

Interest on Recourse Debt
PSE&G
Transition Funding (PSE&G)
Transition Funding Il (PSE&G)
Power

Other
Capital Lease Obligations
Power
Services
Operating Leases
PSE&G
Power
Services
Other
Energy-Related Purchase Commitments
Power
Total Contractual Cash Obligations
Commercial Commitments
Standby Letters of Credit
PSEG
PSE&G
Power
Guarantees and Equity Commitments
Power
Total Commercial Commitments

PSEG
PSE&G
Power

Long-Term Non-Recourse Project Financing

Interest on Non-Recourse Project Financing

Liability Payments for Uncertain Tax Positions

Total Less
Amount Than 2-3 4-5 Over
Committed 1 Year Years Years 5 Years
Millions
$ 6,32¢ $ 30C 171 1,25C $ 4,60¢
251 251 — — —
8 8 — — —
2,55 30C 55¢ 294 1,40¢
1€ 1€ — — —
4,11% 24¢ 472 427 2,96¢
11 11 — — —
1,14z 131 207 17¢ 62%
1 1 — — —
5 2 1 1 1
5 5 — — —
95 12 1€ 12 55
32 2 3 4 23
21t 5 25 26 15¢
4 2 2 — —
3,22: 892 1,11¢ 55¢ 652
$ 18,00: $ 2,18¢ 2,57( 2,752 $ 10,49
$ 8 $ 8 — — 3 —
14 14 — — —
242 242 — — —
8C 79 — — 1
$ 344  $ 34:< — — 3 1
$ 5¢ $ 59 — — % —
2 2 — — —
23 23 — — —
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OFF-BALANCE SHEET ARRANGEMENTS

Power

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

Other

Through Energy Holdings, we have investments ielaged leases that are accounted for in accordeitit€ AAP Accounting for Leases.
Leveraged lease investments generally involve thegtes: an owner/lessor, a creditor and a le$seetypical leveraged lease arrangement,
the lessor purchases an asset to be leased. Teteaparprice is typically financed 80&ith debt provided by the creditor and the balarmmes
from equity funds provided by the lessor. The dadirovides long-term financing to the transactecured by the property subject to the
lease. Such long-term financing is n@tourse to the lessor and is not presented o@onsolidated Balance Sheets. In the event of dethe
leased asset, and in some cases the lessee, sgbeul@m. As a lessor, Energy Holdings has ownerights to the property and rents the
property to the lessees for use in their businpssations. For additional information, see ItenfFi®ancial Statements and Supplementary
Data— Note 6. Long-Term Investments .

In the event that collection of the minimum leaagrpents to be received by Energy Holdings is ngdomeasonably assured, the accounting
treatment for some of the leases may change. Imcages, Energy Holdings may deem that a lessee thigh probability of defaulting on the
lease obligation, and would reclassify the leasmfa leveraged lease to an operating lease andiwoukider the need to record an impairr
of its investment. Should this event occur, the ¥alue of the underlying asset and the associ@étiwould be recorded on the Consolidated
Balance Sheets instead of the net equity investinaht lease.

CRITICAL ACCOUNTING ESTIMATES

Under GAAP, many accounting standards require seeafi estimates, variable inputs and assumptiaie¢tively referred to as estimates)
are subjective in nature. Because of this, diffeesrbetween the actual measure realized versestingate can have a material impact on
results of operations, financial position and cieivs. We have determined that the following estieseaare considered critical to the applica
of rules that relate to the respective businesses.

Accounting for Pensions

PSEG sponsors several qualified and nonqualifiedipa plans covering PSEG'’s and its participatifiidjates’ current and former employees
who meet certain eligibility criteria. The marketated value of plan assets held for the qualifiedsion plan is equal to the fair value of these
assets as of year-end. The plan assets are cothpfigerzestments in both debt and equity securitibich are valued using quoted market
prices, broker or dealer quotations, or alterngbnieing sources with reasonable levels of prie@sparency. We calculate pension costs using
various economic and demographic assumptions.

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

Assumption 201¢ 201< 201z
Discount Rate 4.2(% 5.0(% 4.2(%
Rate of Return on Plan Assets 8.0(% 8.0(% 8.0(%

The discount rate used to calculate pension olitigats determined as of December 31 each yeameasurement date. The discount rate
used to determine year-end obligations is also tseévelop the following year's net periodic pemscost.

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

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

Based on the above assumptions, we have estimeatgerodic pension expense of approximately $3bami, net of amounts capitalized.
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We utilize a corridor approach that reduces thatidgy of reported pension expense /income. Theidor requires differences between
actuarial assumptions and plan results be defamddimortized as part of expense/income. This samiy when the accumulated differences
exceed 10% of the greater of the pension benditjation or the fair value of plan assets as ohegzar-end. The excess would be amortized
over the average remaining service period of thieeaemployees, which is approximately eight years.

Effect if Different Assumptions Use: As part of the business planning process, we haaetad future costs assuming an 8.0@% of retur
and a 4.20% discount rate for 2015 . Actual fupeasion expense/income and funding levels will ddpan future investment performance,
changes in discount rates, market conditions, futivels relative to our projected benefit obligatand accumulated benefit obligation and
various other factors related to the populatiorrsig@pating in the pension plans.

The following chart reflects the sensitivities adated with a change in certain assumptions. Tfeztf of the assumption changes shown
below solely reflect the impact of that specifisasption.

Impact on Pension Increase to
Benefit Obligation as of Pension Expense
% Change December 31, 2014 in 2015
Assumption Millions
Discount Rate (1)% $ 88¢ ¢ 10C
Rate of Return on Plan Assets (1)% $ — 52

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

Hedge and MTM Accounting

Current guidance requires us to recognize thevidire of derivative instruments, not designated@asal purchases or normal sales, at their
fair value on the balance sheet. Many ti@tling contracts qualify for normal purchases aoidnal sales exemption and are accounted for
settlement.

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

For a small number of contracts where quoted mamkegs are not available, we utilize mathematicatels that rely on historical data to
develop forward pricing information in the deteratiion of fair value.

We have entered into various derivative instrumémteanage risk from changes in commaodity pricabiaterest rates. In accordance with oul
hedging strategy, derivatives that are hedgingethisks and qualify are designated as either dashHedges or fair value hedges. For
derivatives designated as hedges, the change irathe of a derivative instrument is measured ajdire offsetting change in the value of the
underlying contract, anticipated transaction oeotiusiness condition that the derivative instruniemtended to hedge. This is known as the
measure of hedge effectiveness. Changes in thedhie of the effective portion of a derivativetmsnent designated as a fair value hedge,
along with changes in the fair value of the hedggskt or liability that are attributable to the dredi risk, are recorded in current period
earnings. Changes in the fair value of the effecgiortion of derivative instruments designatedashdlow hedges, are reported in
Accumulated Other Comprehensive Income (Loss)phttx, until earnings are affected by the varigpivf cash flows of the hedged
transaction. Any hedge ineffectiveness is incluitecurrent period earnings. During periods of exteeprice volatility, there will be significant
changes in the value recorded in Accumulated GElmenprehensive Income (LosS).

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

Effect if Different Assumptions Use: Any significant changes to the fair market valueswr derivatives instruments could result in a enial
change in the value of the assets or liabilitie®rded on our Consolidated Balance Sheets and cesldt in a material change to the
unrealized gains or losses recorded in our CorstgliiStatements of Operations.

For additional information regarding Derivative &irtial Instruments, see Item 8. Financial Statesnamd Supplementary Data— Note 15.
Financial Risk Management Activities .

62




Table of Contents

Lease Investments

Our Investments in Leases, included in Laregm Investments on our Consolidated Balance Shaetsomprised of Lease Receivables (n
non-recourse debt), the estimated residual valleastd assets, and unearned and deferred incosignificant portion of the estimated
residual value of leased assets is related to raptgower plants leased to other energy compaBessitem 8. Financial Statements and
Supplementary Data — Note 6. Long-Term InvestmantsNote 7. Financing Receivables .

Assumptions and Approach Use Residual values are the estimated values of tlsetbassets at the end of the respective lease. tEnms
estimated values are calculated by discountingdisé flows related to the leased assets afteetiselterm. For the merchant power plants, th
estimated discounted cash flows are dependent vgrowus assumptions, including:

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

° dispatch rates for the plar

° future capital expenditures required to maintain pglants

° future operation and maintenance expenses

° discount rate

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

Effect if Different Assumptions Use: A significant change to the assumptions, suchlasge decrease in near-term power prices thattaffec
the market’s view of long-term power prices, otharmge in the credit rating or bankruptcy of a cetpdrty, could result in an impairment of
one or more of the residual values, but not necégsa all of the residual values. However, if da@ise of changes in assumptions, all the
residual values related to the merchant energytplaare deemed to be zero, we would recognizetantafx charge to income of
approximately $177 million .

NDT Fund

Our NDT Fund comprises both debt and equity sdesriThe assets in the NDT Fund are classified/aitadle-for-sale securities and are
marked to market with unrealized gains and lossesrded in Accumulated Other Comprehensive Incdross) unless securities with such
unrealized losses are deemed to be other-than-tanigompaired. Unrealized losses that are deetndzk other-thatemporarily impaired ar
charged against earnings rather than Accumulatedr@omprehensive Income (Loss) and reflectedsaparate line in the Consolidated
Statement of Operations. Realized gains, lossesgligitend and interest income are recorded in aangBlidated Statements of Operations as
Other Income and Other Deductions.

Assumptions and Approach Use The NDT Fund investments are valued using quotedkeb@rices, broker or dealer quotations, or
alternative pricing sources with reasonable lewélsrice transparency. See Item 8. Financial Statémand Supplementary Data—Note 16.
Fair Value Measurements for additional information.

Effect if Different Assumptions Use: Any significant changes to the fair market valuéthe fund securities could result in a materizrge
in the value of our NDT Fund with a correspondingpact to earnings, which could potentially resmladditional funding requirements to
satisfy our decommissioning obligations. See Ité&nQuantitative and Qualitative Disclosures Aboudrket Risk for additional information.

Asset Retirement Obligations (ARO)

PSE&G, Power and Services recognize liabilitiesttier expected cost of retiring long-lived assetsafbich a legal obligation exists. These
AROs are recorded at fair value in the period inciwlthey are incurred and are capitalized as gatteocarrying amount of the related long-
lived assets. PSE&G, as a rate-regulated entitpgrizes regulatory assets or liabilities as alte$timing differences between the recording
of costs and costs recovered through the rate-rgakincess. We accrete the ARO liability to refléet passage of time.

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

° estimation of dates for retireme

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

° cost escalation ratt

° market risk premiun

° inflation rates, an

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

We obtain updated cost studies triennially unless imformation necessitates more frequent updates most recent cost study was done in
2012. When we revise any assumptions used to eddcfdir values of existing AROs, we adjust the ABdlance and corresponding long-lived
asset which impacts the amount of accretion andedegiion expense recognized in future periods.

Nuclear Decommissioning AROs

AROs related to the future decommissioning of Pésweunclear facilities comprised 93% of Power’s t&#8ROs as of December 31, 2014 .
Power determines its AROs for its nuclear unitabgigning probability weighting to various discadtash flow outcomes for each of its
nuclear units that incorporate the assumptions abswvell as:

° license renewal

° early shutdowt

° safe storage for a period of time after retiremant

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

Effect if Different Assumptions Use: Changes in the assumptions could result in a nahighiange in the ARO balance sheet obligation and
the period over which we accrete to the ultimability. For example, a decrease of 1% in the distoate would result in a $141 million
increase in the Nuclear ARO as of December 31, 2@Wtincrease of 1% in the inflation rate woulduk in a $372 million increase in the
Nuclear ARO as cDecember 31, 2014 . Also, if we did not assumewreatvould recover from the federal government th&tincurred for
spent nuclear fuel, the Nuclear ARO would incrdas8302 million at December 31, 2014 .

Accounting for Regulated Businesses

PSE&G prepares its financial statements to comyilly BAAP for rate-regulated enterprises, whicheli#f in some respects from accounting
for non-regulated businesses. In general, accayifinrateregulated enterprises should reflect the econoffécts of regulation. As a result
regulated utility is required to defer the recogmitof costs (Regulatory Asset) or recognize obiayes (Regulatory Liability) if the rates
established are designed to recover the costd #mel competitive environment makes it probablé theh rates can be charged or collected.
This accounting results in the recognition of raxemand expenses in different time periods tharofienterprises that are not regulated.

Assumptions and Approach Use PSE&G recognizes Regulatory Assets where it isgitebthat such costs will be recoverable in futates
from customers and Regulatory Liabilities wheris probable that refunds will be made to custormefsture billings. The highest degree of
probability is an order from the BPU either apprayrecovery of the deferred costs over a futur@gesr requiring the refund of a liability
over a future period.

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

° past experience regarding similar items with théJt

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

° recent discussions with the BF

All deferred costs are subject to prudence revieywthe BPU. When the recovery of a Regulatory Assg@tayment of a Regulatory Liability is
no longer probable, PSE&G charges or credits egsnias appropriate.
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Effect if Different Assumptions Use: A change in the above assumptions may result iatenmal impact on our results of operations or our
cash flows. See Item 8. Financial Statements apglSmentary Data— Note 5. Regulatory Assets antiliti@s for a description of the
amounts and nature of regulatory balance sheet @atsiou

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT
MARKET RISK

The risk inherent in our market-risk sensitive instents and positions is the potential loss arifiog adverse changes in commaodity prices,
equity security prices and interest rates as diszis the Notes to Consolidated Financial Statésndéiris our policy to use derivatives to
manage risk consistent with business plans andeptymtactices. We have a Risk Management Commitiegrised of executive officers who
utilize a risk oversight function to ensure compdia with our corporate policies and risk managemeautices.

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

Commodity Contracts

The availability and price of energy-related comitied are subject to fluctuations from factors 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 norragketh conditions, for instruments or portfolios daehanges in market factors, for a
specified time period and confidence level. Weneate VaR across our commodity businesses.

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

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

MTM VaR
Millions
Years Ended December 31, 2014 2013
95% Confidence Level, Loss could exceed VaR oneid@®0 days
Period End $ 36 3 12
Average for the Period $ 30 % 15
High $ 198§ 29
Low $ 14 $ 8
99.5% Confidence Level, Loss could exceed VaR aaeid 200 days
Period End $ 56 $ 18
Average for the Period $ 46 $ 23
High $ 306 $ 46
Low $ 22 % 13
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See Item 8. Financial Statements and Supplemebiaia— Note 15. Financial Risk Management Activifiesa discussion of credit risk.

Interest Rates

We are subject to the risk of fluctuating intemades in the normal course of business. We mamageest rate risk by targeting a balanced det
maturity profile which limits refinancing in any\gn period or interest rate environment. In additiwe use a mix of fixed and floating rate
debt, interest rate swaps and interest rate loskeagents.

As of December 31, 2014 , a hypothetical 10% irseen market interest rates would result in
° less than $1 million of additional annual interessts related to both the current and long-terntiggoof longterm debt, ar

° a $288 million decrease in the fair value of defitluding a $233 million decrease at PSE&G andmi$illion decrease at Pow

Debt and Equity Securities

We have $5.7 billion of assets in our pension plasts. Although fluctuations in market prices e€srities within this portfolio do not directly
affect our earnings in the current period, changéle value of these investments could affect

° our future contributions to these ple

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

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

The NDT Fund is comprised of both fixed income andity securities totaling $1,780 million as of Beter 31, 2014 . As of December 31,
2014 , the portfolio includes $897 million of equ#tecurities and $777 million in fixed income setes. The fair market value of the assets in
the NDT Fund will fluctuate primarily depending upthe performance of equity markets. As of Decen3ieR014 , a hypothetical 10%
change in the equity market would impact the valiihe equity securities in the NDT Fund by appnaxiely $90 million .

We use duration to measure the interest rate satysdf the fixed income portfolio. Duration issummary statistic of the effective average
maturity of the fixed income portfolio. The benchkor the fixed income component of the NDT Funalrently has a duration of 5.56 years
and a yield of 2.25% . The portfolio’s value wiareciate or depreciate by the duration with a b#nge in interest rates. As of December 31
2014 , a hypothetical 1% increase in interest ratmsgd result in a decline in the market valuetfar fixed income portfolio of approximately
$43 million .

Credit Risk

See Item 8. Financial Statements and Supplemebi@a— Note 15. Financial Risk Management Activifiesa discussion of credit risk and a
discussion about Power’'s and PSE&G's credit risk.

Energy Holdings has credit risk related to its Btmeents in leases, which totaled $98 million ,afeteferred taxes of $738 million , as of
December 31, 2014 . These leveraged leases arerdoaied in the United States energy industry.I®@ee 8. Financial Statements and
Supplementary Data— Note 7. Financing Receivaldesdunterparties’ credit ratings and other infaiora The credit exposure to the lessee:
is partially mitigated through various credit enb@ament mechanisms within the lease transactioresélbredit enhancement features vary
from lease to lease. Some of the leasing transeciilude covenants that restrict the flow of dénds from the lessee to its parent, over-
collateralization of the lessee with non-lease@@ssistorical and forward cash flow coveragestésat prohibit discretionary capital
expenditures and dividend payments to the pares#keif stated minimum coverages are not met amithsicash flow restrictions if ratings ¢
not maintained at stated levels. These covenaatdesigned to maintain cash reserves in the traosamtity for the benefit of the non-
recourse lenders and the lessor/equity particigarttee event of a temporary market downturn ordégtion in operating performance of the
leased assets.

In any lease transaction, in the event of a def&mérgy Holdings would exercise its rights anéraft to seek recovery of its investment. The
results of such efforts may not be known for aqubof time. A bankruptcy of a lessee and failuresttover adequate value could lead to a
foreclosure of the lease. Under a worst-case sitgliba foreclosure were to occur, Energy Holdimgsuld record a pre-tax write-off up to its
outstanding gross investment, including deferradgain these facilities. Also, in the event ofcagmtial foreclosure, the net tax benefits
generated by Energy Holdings’ portfolio of investiteecould be materially reduced in the period inclvlgains associated with the potential
forgiveness of debt at these projects occurs. The
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amount and timing of any potential reduction in taetbenefits is dependent upon a number of fa@taiading, but not limited to, the time o
potential foreclosure, the amount of lease deldtantling, any cash trapped at the projects andiaéigas during such potential foreclosure
process. The potential loss of earnings, impairmenfor tax payments could have a material immaout financial position, results of
operations and net cash flows.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

This combined Form 10-K is separately filed by PSEGE&G and Power. Information contained hereiatiied) to any individual company is
filed by such company on its own behalf. PSE&G Bowver each make representations only as to itsdlfitake no representations as to any
other company.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of Public Service Enterprise Group lramated and subsidiaries (the
"Company") as of December 31, 2014 and 2013 , aeddlated consolidated statements of operati@msprehensive income, common
stockholders' equity, and cash flows for each efttiiee years in the period ended December 31, ZDidaudits also included the consolid:
financial statement schedule listed in the Indeikeah 15(B) (a). These consolidated financial steglets and consolidated financial statement
schedule are the responsibility of the Company'sagament. Our responsibility is to express an opiin the consolidated financial
statements and consolidated financial statememedsdé based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamiqUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2014 and 2013, and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2014 , in conformity with accounting principles geally accepted in the United States of AmericaoAln our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetmi¢gken as a whole, presents fairly, in all
material respects, the information set forth therei

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Company's
internal control over financial reporting as of Batber 31, 2014 , based on the criteria establishedernal Control - Integrated Framework
(2013) issued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report datdukgey 25, 201%®xpressed &
unqualified opinion on the Company's internal cohtiver financial reporting.

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 25, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of Public Service Electric and Gas Cosnpad subsidiaries (the "Company")
as of December 31, 2014 and 2013, and the retatesblidated statements of operations, comprehemsdome, common stockholder’s
equity, and cash flows for each of the three yauatse period ended December 31, 2014 . Our aatfitsincluded the consolidated financial
statement schedule listed in the Index at Item J(B)BThese consolidated financial statements amdalidated financial statement schedule
are the responsibility of the Company's managen@unt.responsibility is to express an opinion onfthancial statements and financial
statement schedules based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigramdit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2014 and 2013, and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2014 , in conformity with accounting principles geally accepted in the United States of AmericaoAln our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetm¢aken as a whole, present fairly in all
material respects the information set forth therein

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 25, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsineets of PSEG Power LLC and subsidiaries Goenpany") as of December 31,
2014 and 2013, and the related consolidated statEsnof operations, comprehensive income, memkbegugy, and cash flows for each of the
three years in the period ended December 31, 2014 audits also included the consolidated findratetement schedule listed in the Index at
Item 15(B)(c). These consolidated financial statet®@nd consolidated financial statement schedel¢éhe responsibility of the Company's
management. Our responsibility is to express aniopion the consolidated financial statements amgalidated financial statement schedule
based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of itsrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigrandit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company as of
December 31, 2014 and 2013, and the results opésations and its cash flows for each of thegtlyemars in the period ended December 31,
2014 , in conformity with accounting principles geally accepted in the United States of AmericaoAln our opinion, such consolidated
financial statement schedule, when considerediatioa to the basic consolidated financial statetm¢aken as a whole, presents fairly in all
material respects the information set forth therein

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 25, 2015
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PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED
CONSOLIDATED STATEMENTS OF OPERATIONS
Millions, except per share data

Years Ended December 31,
2014 2013 2012

OPERATING REVENUES $ 10,88¢ $ 9,96¢ $ 9,781
OPERATING EXPENSES

Energy Costs 3,88¢ 3,53¢ 3,71¢

Operation and Maintenance 3,15( 2,881 2,632

Depreciation and Amortization 1,22 1,17¢ 1,05¢

Taxes Other Than Income Taxes — 68 98

Total Operating Expenses 8,26: 7,66¢ 7,50z

OPERATING INCOME 2,62: 2,29¢ 2,27¢

Income from Equity Method Investments 13 11 12

Other Income 29C 213 26C

Other Deductions (62) (54) (98)

Other-Than-Temporary Impairments (20) (12 (18)

Interest Expense (389) (402) (423
INCOME BEFORE INCOME TAXES 2,45¢ 2,05¢ 2,011

Income Tax (Expense) Benefit (93¢) (812) (73€)
NET INCOME $ 151t $ 1,24:  $ 1,27¢
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING:

BASIC 50€ 50¢€ 50¢€

DILUTED 50¢ 50¢ 507
NET INCOME PER SHARE:

BASIC $ 3.0 $ 2.4€ $ 2.52

DILUTED $ 29¢ % 248 $ 2.51

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

Millions
Years Ended December 31,
2014 2013 2012
NET INCOME $ 1,51¢ $ 1,24: $ 1,27¢

Other Comprehensive Income (Loss), net of tax

Unrealized Gains (Losses) on Available-for-Saleusiges, net of tax
(expense) benefit of $26, $(54) and $(24) for tharg ended 2014,
2013 and 2012, respectively (27) 55 19

Unrealized Gains (Losses) on Cash Flow Hedgesfrtak (expense)

benefit of $(8), $7 and $18 for the years ended2@013 and 2012,

respectively 12 9 (29
Pension/Other Postretirement Benefit Costs (OPHER)sament, net ¢

tax (expense) benefit of $120, $(172) and $32 &ary ended 2014,

2013 and 2012, respectively av73) 247 (46)
Other Comprehensive Income (Loss), net of tax (18¢) 292 (51)
COMPREHENSIVE INCOME $ 1,33C $ 153 $ 1,22¢

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

CONSOLIDATED BALANCE SHEETS

Millions
December 31,
2014 2013
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents $ 40z $ 493
Accounts Receivable, net of allowances of $52$86 in 2014 and 2013, respectively 1,25¢ 1,20:
Tax Receivable 211 10¢
Unbilled Revenues 284 30C
Fuel 53¢ 54&
Materials and Supplies, net 484 47¢
Prepayments 10¢ 89
Derivative Contracts 24C 98
Deferred Income Taxes 11 24
Regulatory Assets 328 242
Regulatory Assets of Variable Interest EntitiesES) 24¢ —
Other 15 31
Total Current Assets 4,11¢ 3,61¢
PROPERTY, PLANT AND EQUIPMENT 32,19¢ 29,71
Less: Accumulated Depreciation and Amortization (8,607%) (8,06¢)
Net Property, Plant and Equipment 23,58¢ 21,64:

NONCURRENT ASSETS
Regulatory Assets 3,19- 2,612
Regulatory Assets of VIEs — 47€
Long-Term Investments 1,307 1,31
Nuclear Decommissioning Trust (NDT) Fund 1,78( 1,701
Long-Term Receivable of VIEs 58C —
Other Special Funds 212 613
Goodwill 16 16
Other Intangibles 84 33
Derivative Contracts 77 162
Restricted Cash of VIEs 24 24
Other 352 31z
Total Noncurrent Assets 7,62¢ 7,26:
TOTAL ASSETS $ 35,33 % 32,52;

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

December 31,
2014 2013
LIABILITIES AND CAPITALIZATION
CURRENT LIABILITIES
Long-Term Debt Due Within One Year $ 624 $ 544
Securitization Debt of VIEs Due Within One Year 25¢ 237
Commercial Paper and Loans — 6C
Accounts Payable 1,17¢ 1,22:
Derivative Contracts 132 7€
Accrued Interest 95 9t
Accrued Taxes 21 37
Deferred Income Taxes 173 —
Clean Energy Program 142 142
Obligation to Return Cash Collateral 121 11¢
Regulatory Liabilities 18€ 43
Other 547 48¢
Total Current Liabilities 3,47¢ 3,06:
NONCURRENT LIABILITIES
Deferred Income Taxes and Investment Tax Credii€)| 7,30¢ 7,101
Regulatory Liabilities 25¢ 233
Regulatory Liabilities of VIES 39 11
Asset Retirement Obligations 748 677
Other Postretirement Benefit (OPEB) Costs 1,27 1,09t
OPEB Costs of Servco 452 —
Accrued Pension Costs 44C 121
Accrued Pension Costs of Servco 12¢ —
Environmental Costs 417 414
Derivative Contracts 33 31
Long-Term Accrued Taxes 20¢€ 18C
Other 11z 11¢
Total Noncurrent Liabilities 11,40¢ 9,98¢
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 1
CAPITALIZATION
LONG-TERM DEBT
Long-Term Debt 8,261 7,581
Securitization Debt of VIEs — 25¢
Project Level, Non-Recourse Debt — 1€
Total Long-Term Debt 8,261 7,86:
STOCKHOLDERS' EQUITY
Common Stock, no par, authorized 1,000,000,000esh&@sued, 2014 and 2013—
533,556,660 shares 4,87¢ 4,861
Treasury Stock, at cost, 2014— 27,720,068 shafH3-2 27,699,398 shares (635) (615)
Retained Earnings 8,22 7,451
Accumulated Other Comprehensive Loss (283) (95)
Total Common Stockholders’ Equity 12,18¢ 11,60¢
Noncontrolling Interest 1 1
Total Stockholders’ Equity 12,18¢ 11,60¢




Total Capitalization 20,44 19,47:

TOTAL LIABILITIES AND CAPITALIZATION $ 35,33 % 32,52:

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

Millions
Years Ended December 31,
2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 151¢ $ 1247 $ 1,27¢
Adjustments to Reconcile Net Income to Net CashwElixom Operating Activities:
Depreciation and Amortization 1,227 1,17¢ 1,05¢
Amortization of Nuclear Fuel 20C 192 17z
Provision for Deferred Income Taxes (Other thansesaand ITC 51t 27C 721
Non-Cash Employee Benefit Plan Costs 47 243 271
Leveraged Lease Income, Adjusted for Rents ReceimedDeferred Taxes (4) 31 93
Net (Gain) Loss on Lease Investments 3 2 (49
Net Realized and Unrealized (Gains) Losses on Br@ontracts and Other Derivatives (93 79 63
Change in Accrued Storm Costs 3 (90 (90
Net Change in Regulatory Assets and Liabilities 19C 2 (132
Cost of Removal (98) (93 (11€)
Net Realized (Gains) Losses and (Income) Expemse DT Fund (16€) (104) (11¢)
Net Change in Tax Receivable 30 19 (211
Net Change in Certain Current Assets and Liabdlitie (209) 29¢ 97
Employee Benefit Plan Funding and Related Payments (95) (237) (3149
Other 104 11¢ 70
Net Cash Provided By (Used In) Operating Activities 3,16( 3,15¢ 2,78
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (2,820 (2,81)) (2,579
Proceeds from Sale of Capital Leases and Invessment 25 5C 58
Proceeds from Sales of Available-for-Sale Secuwritie 1,91¢ 1,15¢ 1,66¢
Investments in Available-for-Sale Securities (1,939 (1,170 (2,700
Other (78) (29 (75)
Net Cash Provided By (Used In) Investing Activities (2,899 (2,800 (2,625
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Commercial Paper and Loans (60) (203) 263
Issuance of Long-Term Debt 1,25( 2,00( 90C
Redemption of Long-Term Debt (500 (1,02 (787)
Redemption of Securitization Debt (237) (22€) (21€)
Repayment of Non-Recourse Debt — — @
Cash Dividend Paid on Common Stock (748 (728) (71¢)
Other (64) (62) (58)
Net Cash Provided By (Used In) Financing Activities (359 (24%) (617)
Net Increase (Decrease) in Cash and Cash Equisalent (97) 114 (459
Cash and Cash Equivalents at Beginning of Period 492 37¢ 834
Cash and Cash Equivalents at End of Period $ 40z $ 49: $ 37¢
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 53¢ $ 241 % 121
Interest Paid, Net of Amounts Capitalized $ 382 % 38t $ 40z
Accrued Property, Plant and Equipment Expenditures $ 38 $ 33 $ 37C

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

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

Balance as of January 1, 2012 534 $ 4,82: (28) $ (601) $ 6,388 $ (337) $ 2 $10,27:

Net Income — — — — 1,27¢ — — 1,27¢

Other Comprehensive Income (Loss)

net of tax (expense) benefit of $26 — — — — — (52) — (51)

Comprehensive Income 1,22¢

Cash Dividends on Common Stock — — — — (719) — — (719

Noncontrolling Interest in Losses of

Consolidated Entity — — — — — — @ @

Other — 10 — (6) — — — 4
Balance as of December 31, 2012 534 $ 4,83: (28) $ (607) $ 6,94 $ (38¢) S 1 $ 10,78

Net Income — — — — 1,24z — — 1,24:

Other Comprehensive Income (Loss),

net of tax (expense) benefit of $(219) — — — — — 29¢ — 29¢

Comprehensive Income 1,53¢

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

Other — 28 — (8) — — — 20
Balance as of December 31, 2013 534 $ 4,861 (28) $ (61%) $ 745 % 95 ¢ 1 $11,60¢

Net Income — — — — 1,51¢ — — 1,51¢

Other Comprehensive Income (Loss),

net of tax (expense) benefit of $138 — — — — — (18¢) — (18¢)

Comprehensive Income 1,33(

Cash Dividends on Common Stock — — — — (748 — — (74¢€)

Other — 15 — (20 — = = (5
Balance as of December 31, 2014 534 $ 4,87¢ 28 $ (B3F)) $ 8221 $ (289 $ 1 $12,18¢

See Notes to Consolidated Financial Statements.
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PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
Years Ended December 31,
2014 2013 2012

OPERATING REVENUES $ 6,76€ $ 6,65 $ 6,62¢

OPERATING EXPENSES
Energy Costs 2,90¢ 2,841 3,15¢
Operation and Maintenance 1,55¢ 1,63¢ 1,50¢
Depreciation and Amortization 90¢ 872 77¢
Taxes Other Than Income Taxes — 68 98
Total Operating Expenses 5,37: 5,42( 5,54:
OPERATING INCOME 1,39: 1,23t 1,08:
Other Income 61 54 52
Other Deductions ©)] ©)] (5)
Interest Expense 277) (293) (295)
INCOME BEFORE INCOME TAXES 1,17« 99: 83t
Income Tax (Expense) Benefit (449) (381) (307)
NET INCOME $ 728 $ 61z $ 52¢

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

Millions
Years Ended December 31,
2014 2013 2012

NET INCOME $ 728 $ 61z $ 52¢
Other Comprehensive Income (Loss), net of tax

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

(expense) benefit of $0, $1 and $0 for the yeadedr2014, 2013 ani

2012, respectively 1 () —
COMPREHENSIVE INCOME $ 72¢ % 611 $ 52¢

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

78




Table of Contents

PUBLIC SERVICE ELECTRIC AND GAS COMPANY
CONSOLIDATED BALANCE SHEETS

Millions
December 31,
2014 2013
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 31C $ 18
Accounts Receivable, net of allowances of $52 &&lifi 2014 and 2013,
respectively 864 832
Accounts Receivable-Affiliated Companies 274 —
Unbilled Revenues 284 30C
Materials and Supplies 13z 11¢%
Prepayments 42 24
Regulatory Assets 328 243
Regulatory Assets of VIEs 24¢ —
Derivative Contracts 18 25
Deferred Income Taxes 24 16
Other 7 12
Total Current Assets 2,52¢ 1,58¢
PROPERTY, PLANT AND EQUIPMENT 21,10¢ 19,07:
Less: Accumulated Depreciation and Amortization (5,189 (4,969
Net Property, Plant and Equipment 15,92( 14,107
NONCURRENT ASSETS
Regulatory Assets 3,192 2,612
Regulatory Assets of VIEs — 47€
Long-Term Investments 34¢ 361
Other Special Funds 53 354
Derivative Contracts 8 69
Restricted Cash of VIEs 24 24
Other 15C 132
Total Noncurrent Assets 3,77¢ 4,02¢
TOTAL ASSETS 22,227 % 19,72(

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

December 31,

LIABILITIES AND CAPITALIZATION
CURRENT LIABILITIES

Securitization Debt of VIEs Due Within One Year
Commercial Paper and Loans

Accounts Payable

Accounts Payable—Affiliated Companies
Accrued Interest

Clean Energy Program

Deferred Income Taxes

Obligation to Return Cash Collateral

Regulatory Liabilities

Other

Long-Term Debt Due Within One Year $

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 1
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 $

2014 2013
30C $ 50C
25¢ 237
— 6C
574 53¢
37¢ 19C
68 67
142 142
16t 3C
121 11¢
18¢€ 43
381 314
2,57¢ 2,231
4,57¢ 4,40¢
967 83¢
7e 27
25¢ 23¢
39 11
364 362
29C 274
11€ 72
67 47
6,84¢ 6,27
6,01z 5,06¢
— 25¢
6,01z 5,32¢
892 89z
69& 52C
98¢ 98¢
4,21z 3,481
2 1
6,781 5,88¢
12,79¢ 11,21:
22,22 $ 19,72

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

Millions
Years Ended December 31,
2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 72 % 61z $ 52¢
Adjustments to Reconcile Net Income to Net CashwElirom Operating Activities:
Depreciation and Amortization 90¢€ 872 77¢€
Provision for Deferred Income Taxes and ITC 31C 19¢ 442
Non-Cash Employee Benefit Plan Costs 27 15€ 17¢
Cost of Removal (98) (93 (11€)
Change in Accrued Storm Costs ©)] (90 (90
Net Change in Regulatory Assets and Liabilities 19C 2 (132
Net Change in Certain Current Assets and Liabdlitie
Accounts Receivable and Unbilled Revenues 63 5) (54)
Materials and Supplies (18) Q) (20
Prepayments (18) 5 88
Net Change in Tax Receivable — — 16
Accounts Payable 3 19 (25)
Accounts Receivable/Payable-Affiliated Companinet (167) 10C (132
Other Current Assets and Liabilities 6 4C 37
Employee Benefit Plan Funding and Related Payments (83 (16€) (213
Other (@) (4) (30
Net Cash Provided By (Used In) Operating Activities 1,83: 1,64t 1,25¢
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment (2,169 (2,179 (1,770
Proceeds from Sales of Available-for-Sale Secwitie 10z 38 77
Investments in Available-for-Sale Securities (107 (20 (77)
Solar Loan Investments 7 (15) (74)
Other — — @
Net Cash Provided By (Used In) Investing Activities (2,15% (2,179 (1,84%)
CASH FLOWS FROM FINANCING ACTIVITIES
Net Change in Short-Term Debt (60) (203) 263
Issuance of Long-Term Debt 1,25( 1,50(¢ 90C
Redemption of Long-Term Debt (500 (725) (379
Redemption of Securitization Debt (237) (22€) (21€)
Contributed Capital 17t 10C —
Other (14) @a7n 12
Net Cash Provided By (Used In) Financing Activities 614 42¢ 562
Net Increase (Decrease) in Cash and Cash Equisalent 29z (98) (27)
Cash and Cash Equivalents at Beginning of Period 18 11€ 14z
Cash and Cash Equivalents at End of Period $ 31C % 18 $ 11€
Supplemental Disclosure of Cash Flow Information:
Income Taxes Paid (Received) $ 28 % 84 $ (30
Interest Paid, Net of Amounts Capitalized $ 25¢ $ 27t ¢ 28(
Accrued Property, Plant and Equipment Expenditures $ 292 % 24¢  $ 27¢

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

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

Balance as of January 1, 2012 $ 89z $ 42C % 98¢ $ 2,347 $ 2 $ 4,64

Net Income — — — 52¢ — 52¢

Other Comprehensive Income, net c

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

Comprehensive Income 52¢
Balance as of December 31, 2012 $ 892 $ 42C $ 98¢ $ 287t $ 2 $ 517¢

Net Income — — — 61z — 612

Other Comprehensive Income, net c

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

Comprehensive Income 611

Contributed Capital — 10C — — — 10C
Balance as of December 31, 2013 $ 89z $ 52C $ 986 $ 3,481 % 1 $ 5,88¢

Net Income — — — 72t — 725

Other Comprehensive Income, net of

tax (expense) benefit of $0 — — — — 1 1

Comprehensive Income 72€

Contributed Capital — 17t — — — 17t
Balance as of December 31, 2014 $ 89z $ 69t $ 986 $ 4,217 $ 2 $ 6,787

See disclosures regarding Public Service Electrit@as Company included in the Notes to ConsolitiBieancial Statements.
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PSEG POWER LLC
CONSOLIDATED STATEMENTS OF OPERATIONS

Millions
Years Ended December 31,
2014 2013 2012

OPERATING REVENUES $ 543¢ % 5065 $ 4,87:

OPERATING EXPENSES
Energy Costs 2,74 2,49¢ 2,381
Operation and Maintenance 1,18¢ 1,22¢ 1,125
Depreciation and Amortization 292 273 247
Total Operating Expenses 4,22¢ 3,99¢ 3,75(
OPERATING INCOME 1,20¢ 1,07( 1,122
Income from Equity Method Investments 14 16 15
Other Income 222 154 201
Other Deductions (52 (49 (90
Other-Than-Temporary Impairments (20 (12 (18)
Interest Expense (122 (11€) (132)
INCOME BEFORE INCOME TAXES 1,251 1,06:¢ 1,09¢
Income Tax (Expense) Benefit (497) (419 (439
NET INCOME $ 76C $ 644 $ 66€

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

83




Table of Contents

PSEG POWER LLC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Millions

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

Unrealized Gains (Losses) on Available-for-Saleusiges, net of tax
(expense) benefit of $28, $(55) and $(24) for tharg ended 2014,
2013 and 2012, respectively

Unrealized Gains (Losses) on Cash Flow Hedgegfrtak (expense)
benefit of $(8), $7 and $18 for the years endedt20013 and 2012,
respectively

Pension/OPEB adjustment, net of tax (expense) iarie$101,
$(151) and $32 for the years ended 2014, 2013 ahd, 2espectively

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

Years Ended December 31,

2014 2013 2012
76C $ 644 $ 66€

(30) 57 18

12 (10) (24)

(147) 21¢ (46)
(165) 26¢ (52)
595§ 90¢ $ 614

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

Millions
December 31,
2014 2013
ASSETS
CURRENT ASSETS

Cash and Cash Equivalents 9 % 6
Accounts Receivable 334 33¢
Tax Receivable 3 —
Accounts Receivable—Affiliated Companies 313 338
Short-Term Loan to Affiliate 584 79C
Fuel 53¢ 54t
Materials and Supplies, net 35C 362
Derivative Contracts 207 57
Prepayments 17 13
Deferred Taxes — 30
Other 4 2
Total Current Assets 2,35¢ 2,47¢
PROPERTY, PLANT AND EQUIPMENT 10,73: 10,27¢
Less: Accumulated Depreciation and Amortization (3,217 (2,91
Net Property, Plant and Equipment 7,51¢ 7,361

NONCURRENT ASSETS
Nuclear Decommissioning Trust (NDT) Fund 1,78C 1,701
Long-Term Investments 121 12¢
Goodwill 16 16
Other Intangibles 84 33
Other Special Funds 49 13¢
Derivative Contracts 62 72
Other 60 75
Total Noncurrent Assets 2,172 2,15¢
TOTAL ASSETS 12,04¢ $ 12,00z

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

Millions
December 31,
2014 2013
LIABILITIES AND MEMBER'S EQUITY
CURRENT LIABILITIES
Long-Term Debt Due Within One Year $ 30C $ 44
Accounts Payable 424 51€
Accounts Payable—Affiliated Companies 11¢€ —
Derivative Contracts 132 7€
Deferred Income Taxes 43 —
Accrued Interest 27 28
Other 14C 13€
Total Current Liabilities 1,18¢ 80C
NONCURRENT LIABILITIES
Deferred Income Taxes and Investment Tax Credii€)| 2,06t 2,031
Asset Retirement Obligations 45C 40C
Other Postretirement Benefit (OPEB) Costs 24¢ 20¢€
Derivative Contracts 33 31
Accrued Pension Costs 15z 35
Long-Term Accrued Taxes 41 53
Other 71 91
Total Noncurrent Liabilities 3,061 2,841
COMMITMENTS AND CONTINGENT LIABILITIES (See Note 1
LONG-TERM DEBT
Total Long-Term Debt 2,24: 2,491
MEMBER'S EQUITY
Contributed Capital 2,21¢ 2,21¢
Basis Adjustment (98€) (98€)
Retained Earnings 4,55¢ 4,69:
Accumulated Other Comprehensive Loss (228) (63
Total Member’s Equity 5,55¢ 5,85¢
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 12,04¢  $ 12,00:

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

Net Income

Depreciation and Amortization
Amortization of Nuclear Fuel

Margin Deposit
Accounts Receivable
Accounts Payable

Accrued Interest Payable

Other

Other

Cash Dividend Paid

Contributed Capital

Other

Redemption of Long-Term Debt

CASH FLOWS FROM OPERATING ACTIVITIES

Adjustments to Reconcile Net Income to Net CashwElfxom Operating Activities:

Provision for Deferred Income Taxes and ITC
Interest Accretion on Asset Retirement Obligation
Net Realized and Unrealized (Gains) Losses on Br@ontracts and Other Derivatives
Non-Cash Employee Benefit Plan Costs
Net Realized (Gains) Losses and (Income) Expemse RDT Fund
Net Change in Certain Current Assets and Liabdlitie
Fuel, Materials and Supplies

Accounts Receivable/Payable-Affiliated Comganinet

Other Current Assets and Liabilities
Employee Benefit Plan Funding and Related Payments

Net Cash Provided By (Used In) Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Property, Plant and Equipment
Proceeds from Sales of Available-for-Sale Secuwitie
Investments in Available-for-Sale Securities
Short-Term Loan—Affiliated Company, net

Net Cash Provided By (Used In) Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of Recourse Long-Term Debt

Cash Payment on Debt Redemption/Exchange

Net Cash Provided By (Used In) Financing Activities
Net Increase (Decrease) in Cash and Cash Equigalent
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Disclosure of Cash Flow Information:

Income Taxes Paid (Received)

Interest Paid, Net of Amounts Capitalized

Accrued Property, Plant and Equipment Expenditures

Years Ended December 31,

2014 2013 2012
$ 76C $ 644 $  66€
292 272 242

20C 192 172

221 122 397

30 23 21

(93) 79 63

13 66 70

(166€) (104) (119)

19 () 47

(22) (43) (11€)

(15) (4) 24

(59) 28 93

22¢ — (40)

— 2 (6)

(6) 7C 17)

(7 (46) (72)

38 53 26

1,42t 1,347 1,45:
(626) (60¢) (770)
1,557 1,08¢ 1,47¢
(1,579 (1,109 (1,506
20€ (21€) 332

(88 (18 (7)

(524) (861) (472)

— 50C —

(89E) (705) (619)

— (300) (414

— 24 69

— — (19

©) (6) (M

(89¢) (487) (986)

3 (1) ©)

6 7 12

$ 9 % 6 % 7
$ 68 $ 201 $ 81
$ 11¢ $ 106 $  11c
$ 91 $ 9 $ 95




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

87




Table of Contents

PSEG POWER LLC
CONSOLIDATED STATEMENTS OF MEMBER'S EQUITY

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

Balance as of January 1, 2012 $ 2,121 % (986) $ 4,707 $ (27¢€) 5,56¢

Net Income — — 66€ — 66¢€

Other Comprehensive Income (Loss)

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

Comprehensive Income 614

Contributed Capital 69 — — — 69

Cash Dividends Paid — — (619 (619
Balance as of December 31, 2012 $ 2,190 $ (986) $ 4,75¢ $ (328§ 5,63(

Net Income — — 644 — 644

Other Comprehensive Income (Loss)

net of tax (expense) benefit of $(199) — — — 265 26&

Comprehensive Income 90¢

Contributed Capital 24 — — — 24

Cash Dividends Paid — — (70%) — (70%)
Balance as of December 31, 2013 $ 221 $ (986) $ 4,69: $ (63 5,85¢

Net Income — — 76C — 76C

Other Comprehensive Income (Loss)

net of tax (expense) benefit of $121 — — — (165) (165)

Comprehensive Income 59¢

Cash Dividends Paid — — (895) — (89%)
Balance as of December 31, 2014 $ 2,212 $ (986) $ 4,55¢ $ (22¢) 5,55¢

See disclosures regarding PSEG Power LLC includékea Notes to Consolidated Financial Statements.
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Note 1. Organization, Basis of Presentation and Sumary of Significant Accounting Policies

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

° Public Service Electric and Gas Company (PSE&G)}-which is an operating public utility engaged pipadly in the transmission
of electricity and distribution of electricity amatural gas in certain areas of New Jersey. PSE&Saject to regulation by the New
Jersey Board of Public Utilities (BPU) and the Fedl&nergy Regulatory Commission (FERC). PSE&G a@dsests in solar
generation projects and has implemented energsiaffity and demand response programs in New Javbish are regulated by the
BPU.

° PSEG Power LLC (Power)—which is a multi-regional, wholesale energy supgiynpany that integrates its generating asset
operations and gas supply commitments with its ek energy, fuel supply and energy trading fonstthrough its principal dire
wholly owned subsidiaries. Power's subsidiariessaigiect to regulation by the FERC, the NuclearuRagry Commission (NRC)
and the states in which they operate.

PSEG's other direct wholly owned subsidiaries idel®SEG Energy Holdings L.L.C. (Energy Holdingshich primarily has investments in
leveraged leases; PSEG Long Island LLC (PSEG Lijcly effective January 1, 2014, operates the Uskagnd Power Authority's (LIPA)
transmission and distribution (T&D) system undéwalve-year Amended and Restated Operations Sergigeeement (OSA); and PSEG
Services Corporation (Services), which providesaiermanagement, 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 andateang of the Securities and Exchange
Commission (SEC) applicable to Annual Reports omT+b0-K and in accordance with accounting guidagereerally accepted in the United
States (GAAP).

Significant Accounting Policies
Principles of Consolidation

Each company consolidates those entities in whibhs a controlling interest or is the primary Han&ry. See Note 3. Variable Interest
Entities . Entities over which the companies extsignificant influence, but do not have a contngjlinterest and/or are not the primary
beneficiary, are accounted for under the equityhabbf accounting. For investments in which sigifit influence does not exist and the
investor is not the primary beneficiary, the costinod of accounting is applied. All intercompang@mts and transactions are eliminated in
consolidation, except as discussed in Note 23.te#Rarty Transactions .

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

Accounting for the Effects of Regulation

In accordance with accounting guidance for ratedaggd entities, PSE&G'’s financial statements mfthe economic effects of regulation.
PSE&G defers the recognition of costs (a Regulaf@set) or records the recognition of obligaticafkegulatory Liability) if it is probable
that, through the rate-making process, there ilalzorresponding increase or decrease in futtes.rAccordingly, PSE&G has deferred
certain costs and recoveries, which are being amedrover various future periods. To the extent tioflection of any such costs or payment o
liabilities becomes no longer probable as a raxfuthanges in regulation and/or competitive positibe associated Regulatory Asset or
Liability is charged or credited to income. Managermbelieves that PSE&G’s transmission and distidmubusinesses continue to meet the
accounting requirements for rate-regulated entiftes additional information, see Note 5. Regulatdssets and Liabilities .

Derivative Financial Instruments
Each company uses derivative financial instrumemtaanage risk pursuant to its business plans arakpt practices.
Derivative instruments, not designated as normedlmases or sales, are recognized on the balaneeatbeir fair value. Changes in the fair
value of a derivative that is highly effective amldhat is designated and qualifies as a fair vakdge,
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along with changes of the fair value of the hedagskt or liability that are attributable to the dpedirisk, are recorded in current period
earnings. Changes in the fair value of a derivatinat is highly effective as and that is designabted qualifies as a cash flow hedge are
recorded in Accumulated Other Comprehensive Incfiross) until earnings are affected by the varigpihf cash flows of the hedged
transaction. Any hedge ineffectiveness is incluitecurrent period earnings. For derivative consahtat do not qualify or are not designate:
cash flow or fair value hedges or as normal purebas sales, changes in fair value are recordedriient period earnings.

Many non-trading contracts qualify for the normatghases and normal sales exemption and are aecbiantupon settlement.
For additional information regarding derivativedirtial instruments, see Note 15. Financial Risk Ag@ment Activities .
Revenue Recognition

PSE&G's revenues are recorded primarily based orices rendered to customers. PSE&G records udhiigenues for the estimated amount
customers will be billed for services rendered frii® time meters were last read to the end ofd@bpactive accounting period. The unbilled
revenue is estimated each month based on usageypehe number of unbilled days in the periodnestied seasonal loads based upon the
time of year and the variance of actual degree-dagstemperature-humidity-index hours of the uebilberiod from expected norms.

The majority of Power’s revenues relate to bildteomtracts, which are accounted for on the acdraals as the energy is delivered. Power’s
revenue also includes changes in the value of raatifly energy derivative contracts that are noigtesed as normal purchases or sales or as
cash flow or fair value hedges of other positiddse Note 15. Financial Risk Management Activit@sféirther discussion.

PSEG LI is the primary beneficiary of Long Islanigd&ric Utility Servco, LLC (Servco). For transamts in which Servco acts as principal,
Servco records revenues and the related pass-thexgpgnditures separately in Operating Revenue®©aedations and Maintenance (O&M)
Expense, respectively. See Note 3. Variable Intétetties for further information.

Depreciation and Amortization

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

2014 2013 2012
Avg Rate Avg Rate Avg Rate
PSE&G Depreciation Rate 2.471% 2.48% 2.48%

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

° general plant assets— 3 years toy2ar:

° fossil production assets— 19 years toyéar:

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

° solar assets— 2fear:

Taxes Other Than Income Taxes

Excise taxes and the transitional energy facilitissessment (TEFA) collected from PSE&G’s custoragrpresented in the financial
statements on a gross basis. Effective Janua§114,2he TEFA was eliminated. For the years endecebhber 31, 2013 and 2012 , the TEFA
is included in the following captions in the Coridated Statements of Operations:
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Years Ended December 31,

2013 2012
Millions
TEFA included in:
Operating Revenues $ 74 $ 10¢€
Taxes Other Than Income Taxes $ 68 $ 98

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

AFUDC represents the cost of debt and equity fursgsl to finance the construction of new utilityeissat PSE&G. IDC represents the cost of
debt used to finance construction at Power. Theusutnof AFUDC or IDC capitalized as Property, Plantd Equipment is included as a
reduction of interest charges or other incomelerdquity portion. The amounts and average ratss toscalculate AFUDC or IDC for the
years endeDecember 31, 2014 , 2013 and 2012 were as follows:

AFUDC/IDC Capitalized

2014 2013 2012
Millions Avg Rate Millions Avg Rate Millions Avg Rate
PSE&G $ 44 8.0% $ 34 8.11% $ 33 8.43%
Power $ 24 51 $ 23 53 $ 29 5.16%

Income Taxes

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

Uncertain income tax positions are accounted forgua benefit recognition model with a two-step raggh, a more-likely-thanet recognitior
criterion and a measurement attribute that meashesgosition as the largest amount of tax betiadit is greater than 50% likely of being
realized upon ultimate settlement. If it is not ewikely-than-not that the benefit will be sustalnen its technical merits, no benefit will be
recorded. Uncertain tax positions that relate eolfming of when an item is included on a tax retare considered to have met the recogn
threshold. See Note 19. Income Taxes for furthecugision.

Impairment of Long-Lived Assets

In accordance with GAAP, management evaluates liorg-assets for impairment whenever events or gbsim circumstances, such as
significant adverse changes in regulation, busiclsgte or market conditions, could potentialldicate an asset’s or asset group’s carrying
amount may not be recoverable. In such an eventpdiscounted cash flow analysis is performed terdene if an impairment exists. When a
long-lived asset's carrying amount exceeds thesgndinted estimated future cash flows associatddthét asset, the asset is considered
impaired to the extent that the asset's fair vauless than its carrying amount. An impairment ldaesult in a reduction of the lodiyed asse
value through a non-cash charge to earnings.

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

PSE&G’s accounts receivable are reported in therzal sheet as gross outstanding amounts adjustddubtful accounts. The allowance for
doubtful accounts reflects PSE&G’s best estimatéssses on the accounts receivable balances. [ldveaaice is based on accounts receivable
aging, historical experience, write-off forecastsl ather currently available evidence.

Accounts receivable are charged off in the pendhich the receivable is deemed uncollectible.dvedes of accounts receivable are
recorded when it is known they will be received.
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Materials and Supplies and Fuel

PSE&G’s materials and supplies are carried at aeecast consistent with the rateaking process. Materials and supplies for Poweratluec

at cost and charged to inventory when purchasedapensed or capitalized to Property, Plant anddbaent, as appropriate, when installec
used. Fuel inventory at Power is valued at the faf@verage cost or market and includes storegralagas, coal, fuel oil and propane used to
generate power and to satisfy obligations undereé?P@vgas supply contracts with PSE&G. The cosfsief, including transportation costs, are
included in inventory when purchased and chargeéghiergy Costs when used or sold. The cost of nutlehis capitalized within Property,
Plant and Equipment and amortized to fuel expessguthe unit-of-production method.

Restricted Funds

PSE&G's restricted funds represent revenues celteftbm its retail electric customers that mustibed to pay the principal, interest and othe
expenses associated with the securitization bohBSB&G Transition Funding LLC (Transition Fundirg)d PSE&G Transition Funding Il
LLC (Transition Funding ).

Property, Plant and Equipment

PSE&G's additions to and replacements of existiraperty, plant and equipment are capitalized at. dd® cost of maintenance, repair and
replacement of minor items of property is chargedxpense as incurred. At the time units of depl#eiproperty are retired or otherwise
disposed of, the original cost, adjusted for nétegge value, is charged to accumulated depreciation

Power capitalizes costs, including those relatdtstipintly-owned facilities, which increase thapacity or extend the life of an existing asset,
represent a newly acquired or constructed assejpoesent the replacement of a retired asset. d$teof maintenance, repair and replacement
of minor items of property is charged to approgri@xpense accounts as incurred. Environmental aostsapitalized if the costs mitigate or
prevent future environmental contamination or & tosts improve existing assets’ environmentalgafeefficiency. All other environmental
expenditures are expensed as incurred.

Available-for-Sale Securities

These securities comprise the Nuclear Decommisgjoniust (NDT) Fund, a master independent extdroat account maintained to provide
for the costs of decommissioning upon terminatibaperations of Power’s nuclear facilities and amisithat are deposited to fund a Rabbi
Trust which was established to meet the obligatiefeted to non-qualified pension plans and defecampensation plans.

Realized gains and losses on availablesfie securities are recorded in earnings and ureeajains and losses on such securities are red
as a component of Accumulated Other Comprehenaiv@me (Loss) (except credit losses on debt seesifithich are recorded in earnings).
Securities with unrealized losses that are deeméeé bther-than-temporarily impaired are recoraegdirnings. See Note 8. Available-for-Sale
Securities for further discussion.

Pension and Other Postretirement Benefits (OPEB) Bhs

The market-related value of plan assets held ®qtalified pension and OPEB plans is equal tdahievalue of those assets as of year-end.
Fair value is determined using quoted market pragebindependent pricing services based upon theisetype as reported by the trustee at
the measurement date (December 31) for all plagtass

PSEG recognizes a long-term receivable primarigted to future funding by LIPA of Servco’s recozeid pension and OPEB liabilities. This
receivable is presented separately on the Consetid@alance Sheet of PSEG as a noncurrent assaideett is restricted.

Pursuant to the OSA, Servco records expense orhetextent of its contributions to its pensionnpiiusts and for OPEB payments made to
retirees.

See Note 11. Pension and Other Postretirement Befaffurther discussion.
Basis Adjustment

PSE&G and Power have recorded a Basis Adjustmeaheinrespective Consolidated Balance Sheetsegttatthe generation assets that were
transferred from PSE&G to Power in August 200(hatgrice specified by the BPU. Because the trangésrbetween affiliates, the transaction
was recorded at the net book value of the assetfiailities rather than the transfer price. Tligedence between the total transfer price and
the net book value of the generation-related assetdiabilities, $986 million , net of tax, wasoeded as a Basis Adjustment on PSE&G's an
Power's Consolidated Balance Sheets. The $98@®millian addition to PSE&G’s Common Stockholdedsiiy and a reduction of Power's
Member’s Equity. These amounts are eliminated dB@S consolidated financial statements.
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Use of Estimates

The process of preparing financial statements nfarmity with GAAP requires the use of estimated assumptions regarding certain types o
assets, liabilities, revenues and expenses. Stichagss primarily relate to unsettled transactiand events as of the date of the financial
statements.

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 ogrezed tax benefit or a portion thereof on theaBak Sheet as a reduction to a deferred tax
asset for a net operating loss carryforward, alaimax loss, or a tax credit carryforward.

However, 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 anerint periods beginning after December 15, 2013.ifitpact of adopting this standard was
immaterial.

Business Combinations: Pushdown Accounting

The amendments in this standard provide an acqeméty with an option to apply pushdown accouniimgs separate financial statements
when an acquirer obtains control of the acquiradyeriPushdown accounting provides for the usehefdacquirer’s basis, including fair value
adjustments and goodwill as applicable, in the araton of the acquiree’s separate financial statém An acquired entity may elect the
option to apply pushdown accounting in the repgrpieriod in which the change-in-control event oscén acquired entity can elect whether
to apply pushdown accounting for each individuaraie-in-control event in which an acquirer obtaiostrol of the acquired entity. An
election to apply pushdown accounting in a repgrpirriod after the reporting period in which thamte-in-control event occurred should be
considered a change in accounting principle. laequired entity elects the option to apply pushdaatounting in its separate financial
statements, it should disclose information in therent reporting period.

The update became effective on November 18, 20 AWl evaluate all future acquisitions under tlevrguidance.
New Standards Issued but Not Yet Required to be Adgited

Revenue from Contracts with Customers

This accounting standard was issued to clarifyptfireciples for recognizing revenue and to develgp@mmon standard that would remove
inconsistencies in revenue requirements; improveparability of revenue recognition practices acestities, industries, jurisdictions and
capital markets; and provide improved disclosures.

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

The update is effective for annual and interim répg periods beginning after December 15, 2018@lyEsgpplication is not permitted. We are
currently analyzing the impact of this standarcdanfinancial 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 changeritieeia for reporting discontinued operations. Bii@ndard requires that a component of an
entity be reported in discontinued operationséf disposal represents a strategic shift that hagilichave, a major effect on the entity’s
operations and financial results, including a dssp@f a major geographical area, a major lineusitess, a major equity method investment ¢
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, orisitigp, are classified as held for sale that oagithin interim and annual periods beginning
on or after December 15, 2014. We will evaluatdulire disposals under the new guidance beginomganuary 1, 2015.
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Transfers and Servicing - Repurchase-to-Maturity Tansactions, Repurchase-Financings and Disclosures

This standard changes the accounting for repurettas®turity transactions and linked repurchfisancings to secured borrowing account
which is consistent with the accounting for othegsurchase agreements. It also requires disclofmrespurchase agreements, securities
lending transactions and repurchase-to-maturitysaations that are accounted for as secured bargawi

This standard is effective for the first interimannual period beginning after December 15, 2014.
We are currently analyzing this standard but doexgpiect 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 guidancetabanagement’s responsibility to evaluate whetthere is substantial doubt about an
entity’s ability to continue as a going concern amgrovide related footnote disclosures. Subsahdbubt about an entity’s ability to continue
as a going concern exists when relevant conditimnksevents, considered in the aggregate, indibatattis probable that the entity will be
unable to meet its obligations as they become dtrénnone 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 aaltli@e uncertainties and their impact, if any, anability to meet financial obligations.
However, we do not expect this standard to impacfioancial statements.

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

PSE&G is the primary beneficiary and consolidates inarginally capitalized VIEs, Transition Fundiagd Transition Funding Il, which were
created for the purpose of issuing transition bamuts purchasing bond transitional property of PSE&®Bich is pledged as collateral to a
trustee. PSE&G acts as the servicer for thesdemti collect securitization transition chargethatized by the BPU. These funds are remittec
to Transition Funding and Transition Funding Il axd used for interest and principal payments ertrdmsition bonds and related costs.

The assets and liabilities of Transition Fundind &nansition Funding Il are presented separateltherface of the Consolidated Balance
Sheets of PSEG and PSE&G because the assets eMlies are restricted and can only be used toestttir respective obligations. No
Transition Funding or Transition Funding Il creditas any recourse to the general credit of PSE&Be event the transition charges are not
sufficient to cover the bond principal and intenggyments of Transition Funding or Transition Fungdil.

PSE&G’s maximum exposure to loss is equal to itstgdnvestment in these VIEs which was $16 millas of December 31, 2014 and 2013 .
The risk of actual loss to PSE&G is considered emBSE&G did not provide any financial supporTtansition Funding or Transition
Funding Il in 2014 or 2013 . PSE&G does not hawe@mtractual commitments or obligations to proviidencial support to Transition
Funding and Transition Funding II.

VIE for which PSEG LI is the Primary Beneficiary

PSEG LI consolidates Servco, a marginally capiali¥|E, which was created for the purpose of ofregdtIPA's T&D system in Long Islant
New York as well as providing administrative sugganctions to LIPA. PSEG LI is the primary benédiy of Servco because it directs
operations of Servco, the activity that most sigaifitly impacts Servco's economic performance ahdg the obligation to absorb losses of
Servco that could potentially be significant to\®er. Such losses 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 Bé8energency Management Agency, limited
contingent liabilities and penalties for failingrmeet certain performance metrics.

For transactions in which Servco acts as princgath as transactions with its employees for lalmor labor-related activities, including
pension and OPEB related transactions, Servcodsgervenues and the related pass-through expesglgeparately in Operating Revenues
and O&M Expense, respectively. In 2014, Servco nded $389 million of O&M costs, the full reimbursent of which was reflected in
Operating Revenues. For transactions in which $emets as an agent for LIPA, it records revenueésttaa related expenses on a net basis,
resulting in no impact on PSEG's Consolidated 8tate of Operations.
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Note 4. Property, Plant and Equipment and Jointly-Qvned Facilities
Information related to Property, Plant and Equiptaanof December 31, 2014 and 2013 is detailedabelo

PSEG
PSE&G Power Other Consolidated
Millions
2014
Transmission and Distribution:
Electric Transmission $ 584t $ —  $ — % 5,84¢
Electric Distribution 7,29¢ — — 7,29
Gas Transmission 8¢9 — — 89
Gas Distribution 5,47¢ — — 5,47¢
Construction Work in Progress 1,30¢ — — 1,30¢
Plant Held for Future Use 15 — — 15
Other 401 — — 401
Total Transmission and Distribution 20,42¢ — — 20,42¢
Generation:
Fossil Production — 6,96¢ — 6,96¢
Nuclear Production — 1,751 — 1,751
Nuclear Fuel in Service — 88¢ — 88¢
Other Production-Solar 521 314 — 83t
Construction Work in Progress — 714 — 714
Total Generation 521 10,63: — 11,15:
Other 154 10C 361 61%
Total $ 21,10: $ 10,73: % 361 % 32,19¢
PSEG
PSE&G Power Other Consolidated
Millions
2013
Transmission and Distribution:
Electric Transmission $ 4,037 $ — 3 — ¢ 4,037
Electric Distribution 7,10¢ — — 7,10¢
Gas Transmission 89 — — 89
Gas Distribution 5,23( — — 5,23(
Construction Work in Progress 1,60t — — 1,60¢
Plant Held for Future Use 3 — — 3
Other 372 — — 372
Total Transmission and Distribution 18,44¢ — — 18,44!
Generation:
Fossil Production — 6,92¢ — 6,92¢
Nuclear Production — 1,63¢ — 1,63¢
Nuclear Fuel in Service — 857 — 857
Other Production-Solar 46¢ 273 — 74z
Construction Work in Progress — 48¢ — 48¢
Total Generation 46¢ 10,17¢ — 10,64¢
Other 157 99 364 62(
Tntal




$ 19,07: $ 10,27¢ $ 364 $ 29,71:
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PSE&G and Power have ownership interests in andeaponsible for providing their respective sharfethe necessary financing for the
following jointly-owned facilities. All amounts rkdct the share of PSE&G’s and Power’s jointly-owpedjects and the corresponding direct
expenses are included in the Consolidated Statenoé@perations as operating expenses.

As of December 31,
2014 2013
Ownership Accumulated Accumulated
Interest Plant Depreciation Plant Depreciation
Millions
PSE&G:
Transmission Facilities Various $ 16z $ 69 $ 161 $ 66
Power:
Coal Generating
Conemaugh 23% $ 397 $ 14z % 374 % 13¢
Keystone 22% $ 39 $ 151 % 38 % 14C
Nuclear Generating
Peach Bottom 5% $ 1,087 $ 23¢ $ 88¢ $ 21F
Salem 57% $ 91€ $ 23¢ % 897 $ 254
Nuclear Support Facilities Various $ 21 % 49 3 20t % 37
Pumped Storage Facilities
Yards Creek 50% $ 41 3 24 3 € $ 23
Merrill Creek Reservoir 14% $ 1 3 — 8 1 8 —

Power holds undivided ownership interests in tlietlp-owned facilities above. Power is entitledstrares of the generating capability and
output of each unit equal to its respective ownigratterests. Power also pays its ownership shbaglditional construction costs, fuel
inventory purchases and operating expenses. Poslaie of expenses for the jointly-owned faciliiescluded in the appropriate expense
category. Each owner is responsible for any finagevith respect to its pro rata share of capit@lesxitures.

Power co-owns Salem and Peach Bottom with Exelare@¢ion. Power is the operator of Salem and Ex&eneration is the operator of
Peach Bottom. A committee appointed by theoaamers provides oversight. Proposed O&M budgetsraqdests for major capital expenditt
are reviewed and approved as part of the normakPgavernance process.

GenOn Northeast Management Company is awper and the operator for Keystone Generatingddtaind Conemaugh Generating Statiol
committee appointed by the cavners provides oversight. Proposed O&M budgetsragdests for major capital expenditures are restkeanc
approved as part of the normal Power governanceepso

Power is a co-owner in the Yards Creek Pumped §toGeneration Facility. Jersey Central Power & Ligbmpany (JCP&L) is also a co-
owner and the operator of this facility. JCP&L sutsnseparate capital and O&M budgets, subject tweP's approval as part of the normal
Power governance process.

Power is a minority owner in the Merrill Creek Res®r and Environmental Preserve in Warren Couligyw Jersey. Merrill Creek Owners
Group is the owner-operator of this facility. Theecator submits separate capital and O&M budgatgest to Power's approval as part of the
normal Power governance process.

Note 5. Regulatory Assets and Liabilities

PSE&G prepares its financial statements in accagarith GAAP for regulated utilities as describadNiote 1. Organization and Basis of
Presentation and Summary of Significant AccounBoticies . PSE&G has deferred certain costs basedte orders issued by the BPU or the
FERC or based on PSE&G’s experience with prior cates. Most of PSE&G’s Regulatory Assets and lifegsi as of December 31, 2014 are
supported by written orders, either explicitly orplicitly through the BPU'’s treatment of variousstiiems. These costs will be recovered and
amortized over various future periods.

Regulatory Assets are subject to prudence reviemisan be disallowed in the future by regulatorthatities. PSE&G believes that all of its
Regulatory Assets are probable of recovery. Teettient that collection of any Regulatory Assetpayments of Regulatory Liabilities is no
longer probable, the amounts would be chargededfited to income.
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PSE&G had the following Regulatory Assets and Liabs:

As of December 31,

2014 2013 Recovery/Refund Period
Millions

Regulatory Assets
Current
Non-Utility Generation Charge (NGC) $ — % 6 Annual filing for recovery (1) (2)
Societal Benefits Charges (SBC) — 1€ Annual filing for recovery (1) (2)
Solar and Energy Efficiency Recovery Charges (falyne
RRC and currently Green Program Recovery Charges
(GPRCQC)) 13 41 Annual filing for recovery (1) (2)
Solar Pilot Recovery Charge (SPRC) — 12 Annual filing for recovery (1) (2)
Capital Stimulus Undercollection — 3 Annual filing for recovery (1) (2)
Weather Normalization Clause (WNC) — 2C Annual filing for recovery (2)
New Jersey Clean Energy Program 14z 14z  Annual filing for recovery (1) (2)
Stranded Costs (including $249 in 2014 relatedlesy 41z — Through December 2015 (2)
Other 5 3 Various

Total Current Regulatory Assets $ 572 $ 245
Noncurrent
Stranded Costs (including $476 in 2013 relatedlesy $ — % 701 Through December 2016 (1) (2)
Manufactured Gas Plant (MGP) Remediation Costs 434 44t Various (2)
Pension and OPEB Costs 1,26 637 Various
Deferred Income Taxes 472 444 Various
Remediation Adjustment Charge (RAC) (Other SBC) 164 144 Through 2021 (1) (2)
Mark-to-Market (MTM) Contracts 75 — Through 2017
Unamortized Loss on Reacquired Debt and Debt Expen 74 81 Over remaining debt life (1)
Conditional Asset Retirement Obligation 13¢ 12 Various
GPRC 134 151 Various (2)
Electric Cost of Removal 91 23 Reduced as cost is incurred
Storm Damage Deferrals 24t 24t To be determined
Other 9¢ 94 Various

Total Noncurrent Regulatory Assets $ 3,19 $ 3,08¢
Total Regulatory Assets $ 3,76¢ % 3,331
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As of December 31,
2014 2013 Recovery/Refund Period
Millions

Regulatory Liabilities
Current
Deferred Income Taxes $ 28 % 31 Various
Overrecovered Gas and Electric Costs—Basic Gaslgupp
Service (BGSS) and Basic Generation Service (BGS) 8C 9 Annual filing for recovery (1) (2)
WNC 31 — Annual filing for recovery (2)
Gas Margin Adjustment Clause 28 — Annual filing for recovery (1) (2)
Other 19 3 Various

Total Current Regulatory Liabilities $ 18¢ $ 43
Noncurrent
Electric Cost of Removal $ 13 % 137 Reduced as cost is incurred
MTM Contracts — 74 Various
Stranded Costs (including $39 and $11 in 2014 &1B2
respectively, related to VIES) 134 11 Through December 2016 (1) (2)
FERC Formula Rate True-up 2€ — Through December 2016 (1) (2)
Other 4 22 Various

Total Noncurrent Regulatory Liabilities $ 297 % 244
Total Regulatory Liabilities $ 48 $ 287

Q) Recovered/Refunded with intert
(2 Recoverable/Refundable per specific rate o

All Regulatory Assets and Liabilities are excludeain PSE&G's rate base unless otherwise noted.Rémulatory Assets and Liabilities in the
table above are defined as follows:

NGC: Represents the difference between the cost ofutitity- generation and the amounts realized frotfirgethat energy at mark
rates through PJM Interconnection, L.L.C. (PJM) eatdpayer collections.

SBC: The SBC, as authorized by the BPU and the New yé&teetric Discount and Energy Competition Act,lutes costs related
PSE&G's electric and gas business as follows:h@ JUniversal Service Fund (USF); (2) Energy Effici and Renewable Energy
Programs; (3) Electric bad debt expense; and @RAC for incurred MGP remediation expenditured.cAimponents accrue intere
on both over and underrecoveries.

GPRC: These costs are amounts associated with varioesvedite energy and energy efficiency programs. Corapts of the GPR
include: Carbon Abatement, Energy Efficiency Ecoim8timulus Program, Energy Efficiency Economicénbdion Program, the
Demand Response Program, Solar Generation Investnegram (Solar 4 All), Solar 4 All Extension, &oLoan Il Program and
Solar Loan Il Program.

SPRC:This charge is designed to recover the revenudrergants associated with the PSE&G Solar Pilot Romg(Solar Loan |)
per a BPU Order, less the net proceeds from tleecdalssociated Solar Renewable Energy Certifiq@B&Cs) or cash received in
lieu of SRECs. The net recovery is subject to defeaccounting. Interest at the two-year constaitrity treasury rate plus 60 basis
points will be accrued monthly on any under- orreneeovered balances.

Capital Stimulus Undercollection: PSE&G has received approval from the BPU for progréhat provide for accelerated
investment in utility infrastructure. The goal bEte accelerated capital investments is to imptteeeliability of PSE&G's

infrastructure and New Jersey's economy througltijehtion.



WNC Deferral: This represents the over- or under- collectionasf margin refundable or recoverable under the BRE&her
normalization clause. The WNC requires PSE&G taudale, at the end of each October-to-May perioel |ével by which margin

revenues differed from what would have resultatbifimal weather had occurred.
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° New Jersey Clean Energy ProgramThe BPU approved future funding requirements foergy Efficiency and Renewable Energy
Programs through the first half of 2013. Once tites are measured, they are recovered througtBiGe S

° Stranded Costs:This reflects deferred costs, which are being reoad through the securitization transition chamygsorized by th
BPU in irrevocable financing orders and being aiée by PSE&G, as servicer on behalf of Transifianding and Transition
Funding Il, respectively. Collected funds are réeditto Transition Funding and Transition Fundingntl are used for interest and
principal payments on the transition bonds andedlaosts and taxes.

Transition Funding and Transition Funding Il areoli§howned, bankruptcy-remote subsidiaries of PSER& purchased certain
transition property from PSE&G and issued transitionds secured by such property. The transitiopgaty consists principally of
the rights to receive electricity consumption-bagedkilowatt-hour (kWh) charges from PSE&G's aieadistribution customers,
which represent irrevocable rights to receive an®anfficient to recover certain of PSE&G's traiositcosts related to deregulation,
as approved by the BPU.

° MGP Remediation Costs:Represents the low end of the range for the remgienvironmental investigation and remediation
program cleanup costs for manufactured gas plaatsare probable of recovery in future rates. Qhese costs are incurred, they
recovered through the RAC in the SBC.

° Pension and OPEB CostsPursuant to the adoption of accounting guidancefigployers' defined benefit pension and OPEB plans
PSE&G recorded the unrecognized costs for defimeebtit pension and other OPEB plans on the balaheet as a Regulatory As:
These costs represent actuarial gains or losses sgrvice costs and transition obligations assalt of adoption, which have not
been expensed. These costs are amortized and reddmduture rates.

° Deferred Income TaxesThese amounts represent the portion of deferreaiiecdaxes that will be recovered or refunded thihhoug
future rates, based upon established regulatotipes.

° Remediation Adjustment Charge (RAC) (Other SBC):Costs incurred to clean up manufactured gas plaish are recovered
over seven years.

° MTM Contracts: The estimated fair value of gas hedge contractgyasdogeneration supply contracts.The regulatssgtéiability
is offset by a derivative asset/liability and, wilspect to the gas hedge contracts only, an orgrany receivable/payable on the
Consolidated Balance Sheets.

° Unamortized Loss on Reacquired Debt and Debt ExpeasRepresents losses on reacquired ltargz debt and expenses associ
with issuances of new debt, which are recoverealiin rates over the remaining life of the debt.

° Conditional Asset Retirement Obligation: These costs represent the differences betweenegutated cost of removal accounting
and asset retirement accounting under GAAP. Thests avill be recovered in future rates.

° Storm Damage Deferrals:Costs incurred in the cleanup of major storms ih@rough 2014. This includes $240 million of stor
costs, primarily as a result of Hurricane Irene 8ngerstorm Sandy, approved for future recoveneuadBBPU Order received in
September 2014.

° Overrecovered Gas and Electric CostsThese costs represent the net overrecovered amassusiated with BGSS and BGS, as
approved by the BPU. For BGS, interest is accruedath overrecovered and underrecovered balance8GESS, interest is accru
only on overrecovered balances from residentiaiocosrs.

° Gas Margin Adjustment Clause:This mechanism credits Firm delivery customerafgtrdistribution margin revenue collected fr
Transportation Gas Service Non-Firm (TSG-NF) delihvaistomers. The balance represents the differeetveeen the net margin
collected from the TSG-NF Customers versus biltlitseprovided to Firm delivery customers.

° Electric Cost of Removal:PSE&G accrues and collects for cost of removahtes. The liability for non-legally required co$t o



removal is classified as a Regulatory Liability i hability is reduced as removal costs are inedriAccumulated cost of removal i

reduction to the rate base.

FERC Formula Rate True-up: Overcollection or undercollection of transmissi@mrengs calculated using a FERC approved

formula.
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Significant 2014 regulatory orders received andentty pending rate filings with the FERC and tHelBby PSE&G are as follows:

RAC—On February 11, 2015, the BPU approved PSE&Gisgfivith respect to its RAC 21 petition allowingoxery of $66
million related to net MGP expenditures from Augiis2012 through July 31, 2013.

BGSS—In January and February 2014, PSE&G filed selflengenting one-month BGSS residential customercbétits with the
BPU for 25 cents per therm for the months of Felyraad March 2014. These credits provided approteipg93 million
in total credits to residential customers, reduchm®BGSS deferred balance. On April 1, 2014, tB&SB rate reverted back
to the current rate.

In May 2014, PSE&G made its annual BGSS filing wifit BPU requesting a reduction of $112 milliommual 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 cre®l@ cents per therm for the three-month period aresiimated to provide
approximately $160 million to customers. In Janu2By¢5, PSE&G filed a letter with the BPU to extehe threemonth bill credit fo
two additional months through February and March320 hich is estimated to provide an additional apprate$100 million to
customers. The specific amount returned will depemadctual usage over that period.

Storm Damage Deferral—In September 2014, the BPU approved a Stipuldimating that PSE&G's 2010 through 2012 major
storm incremental O&M costs of $240 million (defiras Regulatory Assets) and capital expenditr$s26 million
were prudent and recoverable in a future baseprateeeding subject to offset for the amount of insurance pedse
received.

WNC —In April 2014, the BPU approved PSE&G's filing vitespect to deficiency revenues from the 2012-201t8er Period. The
BPU’s approval of a final WNC resulted in no chamngéhe provisional rate previously approved byBiJ and
implemented effective October 1, 2013, which wddseecover $26 million from customers during #843-2014 Winter
Period (October 1, 2013 through May 31, 2014).

In September 2014, the BPU provisionally approvB&&G'’s filing with respect to excess revenues aéld during the colder than
normal 2013-2014 Winter Period. Effective OctobgP014, PSE&G is returning $45 million in reventes#s customers during the
2014-2015 Winter Period as a result of excess @&nollected during the colder than normal 201B42inter Period (October 1,
2014 through May 31, 2015).

USF/Lifeline —The USF is an energy assistance program mandgtde BPU and funded through the SBC clause meshatu
provide payment assistance to low income custoriiéws Lifeline program is a separate mandated erasgigtance program to
provide payment assistance to elderly and disatistbmers. In September 2014, the BPU approved sateo recover costs
incurred under the USF/Lifeline energy assistamrognams effective October 1, 2014. PSE&G earns agim on the collection of
the USF and Lifeline programs resulting in no intpat 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 thito&geptember 30, 2013, which
represents the final phase of the program. Bass va¢re adjusted effective July 1, 2014 to refleetrecovery.

SBC and NGC—In May 2014, the BPU approved PSE&G's petitiomaoover actual SBC and NGC costs incurred through
December 31, 2013 under its Energy Efficiency & ®eable Energy Programs, Social Programs and NG@.ristes were
implemented on June 1, 2014 to recover approxinm&400 million over the succeeding 12 months.

Transmission Formula Rate Filings—In May 2014, PSE&G filed its 2014 True-Up Adjustmi@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@sttrhas been incorporated into its Annual Formw@geRIpdate for the 2015 Rate
Year. The 2015 Formula Rate Update filed with tERE in October 2014 for approximately $182 milliamincreased annual



transmission revenues went into effect on Janua?p15.
Energy Strong Recovery Filin—In December 2014, PSE&G updated its initial EneBgppng cost recovery petition, seeking BPU
approval to recover in base rates an estimatedahnevenue increase of $1.1 million effective Mal¢t2015. This increase

represents capitalized Energy Strong electric itneest costs in service through November 30, 20Ldsuant to a Stipulation, the

BPU approved PSE&G's request on February 11, 2015.
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° GPRC—In June 2014, PSE&G filed a petition with the BRAduesting recovery of costs and investments ircénebined eight
components of the electric and gas GPRC for theg&ctober 1, 2014 through September 30, 2015.rates proposed in our filir
are designed to recover $111 million and $18 nmillioelectric and gas revenues, respectively, oareual basis. This matter is
currently pending.

° RAC —In December 2014, PSE&G filed a petition with BeRU requesting recovery of $86 million related #0R22 net MGP
expenditures from August 1, 2013 through July R1,4& This matter is currently pending.

Note 6. Long-Term Investments
Long-Term Investments as of December 31, 2014 i@ ihcluded the following:

As of December 31,
2014 2013
Millions

PSE&G
Life Insurance and Supplemental Benefits $ 15¢ $ 15¢
Solar Loans 187 19¢
Other Investments 5 7
Power
Partnerships and Corporate Joint Ventures (Equiyhild Investments) (A) 121 122
Energy Holdings
Lease Investments 83€ 82t
Partnerships and Corporate Joint Ventures:

Equity Method Investments (A) 2 3

Cost Method Investments (B) — 1
Total Long-Term Investments $ 1,307 $ 1,31

(A) During the three years ended December 31, 2@D43 and 2012 , the amount of dividends fronsehavestments was $17 million ,
$11 million and $17 million , respectively.

(B) Reflects Energy Holdings' investments in certaimpanies in which it does not have the ability tereise significant influence. St
investments are accounted for under the cost method

Leases

Energy Holdings has investments in domestic enarglyreal estate assets subject primarily to leweslégase accounting. A leveraged lease is
typically comprised of an investment by an equityastor and debt provided by a third party debégter. The debt is recourse only to the
assets subject to lease and is not included on BSEghsolidated Balance Sheets. As an equity inveEnergy Holdings’ equity investments
in the leases are comprised of the total expeetskl receivables over the lease terms plus theadstl residual values at the end of the lease
terms, reduced for any income not yet earned ofetiges. This amount is included in Long-Term lowesnts on PSEG’s Consolidated
Balance Sheets. The more rapid depreciation ditdeed property for tax purposes creates tax dastttiat will be repaid to the taxing
authority in later periods. As such, the liability such taxes due is recorded in Deferred Incoaae3 on PSEG’s Consolidated Balance
Sheets. The following table shows Energy Holdirgge'ss and net lease investment as of Decembei034,&hd 2013 , respectively.
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As of December 31,
2014 2013
Millions
Lease Receivables (net of Non-Recourse Debt) $ 691 $ 701
Estimated Residual Value of Leased Assets 52t 52¢
Total Investment in Rental Receivables 1,21¢ 1,23(
Unearned and Deferred Income (380) (40%)
Gross Investments in Leases 83¢ 82t
Deferred Tax Liabilities (73¢) (727)
Net Investments in Leases $ 98 $ 98

The pre-tax income and income tax effects, exclydiains and losses on sales, related to investrirelgases were as follows:

Years Ended December 31,
2014 2013 2012

Millions
Pre-Tax Income (Loss) from Leases $ 24 $ 11 % 78
Income Tax Expense (Benefit) on Pre-Tax IncoramfLeases $ 32 % 6 ¢ 34

Equity Method Investments
Power and Energy Holdings had the following equoigthod investments as of December 31, 2014 :

%
Name Location Owned

Power

Keystone Fuels, LLC PA 23%
Conemaugh Fuels, LLC PA 23%
Kalaeloa HI 50%
Energy Holdings

GWF CA 50%
Hanford L. P. (Hanford) CA 50%
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Note 7. Financing Receivables
PSE&G

PSE&G sponsors a solar loan program designed pfimeince the installation of solar power systehmsughout its electric service area. The
loans are generally paid back with SRECs geneffabed the installed solar electric system. The failng table reflects the outstanding loans,
including the noncurrent portion reported in Noté.éng-Term Investments , by class of customergermiwhich would be considered “non-
performing.”

Credit Risk Profile Based on Payment Activity
As of December 31,

Consumer Loans 2014 2013
Millions
Commercial/Industrial $ 18¢ $ 192
Residential 13 15
$ 201 $ 207

Energy Holdings

Energy Holdings had a net investment in domest&rgnand real estate assets subject to leveragsd &Ecounting of $98 million as of
December 31, 2014 and 2013 (See Note 6. Long-Tevestments ).

The corresponding receivables associated withethgel portfolio are reflected below, net of non-tuese debt. The ratings in the table represel
the ratings of the entities providing payment aasce to Energy Holdings. The “Not Rated” countepegpresents an investment in lease
receivable related to a commercial real estategutpp

Lease Receivables, Net of
Non-Recourse Debt
Counterparties’ Credit Rating (S&P) as of Decembe31, 2014 As of December 31, 2014
Millions

AA $ 18
AA- 56
BBB+ - BBB- 317
BB- 134
B- 164
Not Rated 2
$ 691

The “BB-" and the "B-" ratings in the preceding l@bepresent lease receivables related to coal-fissets in lllinois and Pennsylvania,
respectively. As of December 31, 2014 , the grogestment in the leases of such assets, net ofemmurse debt, was $572 million , ( $(20)
million , net of deferred taxes). A more detailexbscription of such assets under lease is presenthd following table.
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Counterparties’
Gross % Total Fuel S&P Credit
Asset Location Investment Owned MW  Type Ratings Counterparty
Millions
Powerton Statiol
Units 5 and 6 IL $ 134 64% 1,53¢ Coal BB- NRG Energy, Inc.
Joliet Station
Units 7 and 8 IL $ 84 64% 1,042 Coal BB- NRG Energy, Inc.
Keystone Statiot
Units 1 and 2 PA $ 121 17% 1,711 Coal B- NRG REMA LLC
Conemaugh
Station Units 1
and 2 PA $ 121 17% 1,711 Coal B- NRG REMA LLC
Shawville
Station Units 1,
2,3and 4 PA $ 112 10(% 60Z Coal B- NRG REMA LLC

The credit exposure for lessors is partially migghthrough various credit enhancement mechanisthinwthe lease transactions. These credi
enhancement features vary from lease to lease agdnulude letters of credit or affiliate guararge®gpon the occurrence of certain defaults,
indirect subsidiary companies of Energy Holdingsuldoexercise their rights and attempt to seek repowf their investment, potentially
including stepping into the lease directly to pobtieir investments. While these actions coulandtely protect or mitigate the loss of value,
they could require the use of significant capitaidstments and trigger certain material tax ohilget A bankruptcy of a lessee would likely
delay any efforts on the part of the lessors tersbkeir rights upon default and could delay thmstization of claims. Failure to recover
adequate value could ultimately lead to a forealdsun the assets under lease by the lenders elflfisures 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 in the prooégenerating electricity, market prices for fuelkctricity and capacity, overall financial
condition of lease counterparties and the quality eondition of assets under lease.

NRG REMA LLC, an indirect subsidiary of NRG Energyc. (NRG) notified PJM that it no longer intertdsplace the co-fired units at the
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 otheditor parties involved in the bankruptcy execudatew agreement under which NRG
acquired substantially all of EME’s assets, inchgdihe Powerton and Joliet leased assets. In M20tH, the Bankruptcy Court approved the
transaction. As part of the transaction, (i) thesks for the Powerton and Joliet coal units wesarasd on their existing terms, (ii) all past due
rent under the leases was paid in full, (i) NR&w@med EME’s tax indemnity and guarantee obligatiand (iv) NRG agreed to invest up to
$350 millionin the Powerton and Joliet coal units so they aapgerated in compliance with environmental redgofat On April 1, 2014, NR
and EME closed on the transaction in accordande thvése terms, bringing the lease payments current.

Note 8. Available-for-Sale Securities
NDT Fund

In accordance with NRC regulations, entities owrdangnterest in nuclear generating facilities &guired to determine the costs and funding
methods necessary to decommission such facilipes termination of operation. As a general practéeeh nuclear owner places funds in
independent external trust accounts it maintainmewide for decommissioning. Power is requireéileoperiodic reports with the NRC
demonstrating that its NDT Fund meets the formalaell minimum NRC funding requirements.

Power maintains an external master NDT to fundhigre of decommissioning for its five nuclear fitie$ upon their respective termination of
operation. The trust contains two separate fundgtadified fund and a nogualified fund. Section 468A of the Internal ReverCode limits th
amount of money that can be contributed into aifjedlfund. Power’s
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share of decommissioning costs related to itsrivelear units was estimated to be between $2 i2ibilind $2.4 billion , including
contingencies. The liability for decommissioningseded on a discounted basis as of December 34,284 approximately $419 million and
is included in the Asset Retirement Obligation. Tust funds are managed by third-party investnaglisors who operate under investment
guidelines developed by Power.

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

As of December 31, 2014
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 68t $ 22C % 8 $ 897
Debt Securities

Government Obligations 43C 9 (@D} 43¢

Other Debt Securities 33: 9 3 33¢
Total Debt Securities 762 18 (4) 77
Other Securities 10€ — — 10€
Total NDT Available-for-Sale Securities $ 155¢ % ACI I 12) $ 1,78(

As of December 31, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions

Equity Securities $ 60S $ 29C % 2 % 897
Debt Securities

Government Obligations 43¢ 3 (12 42¢

Other Debt Securities 28t 1C 4 291
Total Debt Securities 723 13 (16) 72C
Other Securities 84 — — 84
Total NDT Available-for-Sale Securities $ 1,41¢ $ 30 % (18) $ 1,701

These amounts in the preceding tables do not iedledeivables and payables for NDT Fund transastidrich have not settled at the end of
each period. Such amounts are included in Accdratgivable and Accounts Payable on the Consolidsaé¢ghce Sheets as shown in the
following table.

As of December As of December

31,2014 31, 2013
Millions
Accounts Receivable $ 10 $ 39
Accounts Payable $ 2 % 36
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The following table shows the value of securitie¢hie NDT Fund that have been in an unrealizedposgion for less than 12 months and

greater than 12 months:

As of December 31, 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) $ 162 $ 8 $ 1 % — $ 3C % 2 $ 2 % —
Debt Securities
Government Obligations (B) 95 — 28 (@D} 30C (12) 1 @
Other Debt Securities (C) 99 D 30 2 107 (4) —
Total Debt Securities 194 Q) 58 3 407 (15) 4 D
NDT Available-for-Sale
Securities $ 35¢ % 9 $ 59 % 3 $ 437 % @arn $ 6 % Q)
(A) Equity Securities—Investments in marketableiggsecurities within the NDT Fund are primarityéommon stocks within a broad

range of industries and sectors. The unrealizeskbare distributed over companies with limiteddimpent durations. Power does

not consider these securities to be other-than-oeanity impaired as of December 31, 2014 .

(B) Debt Securities (Government)—Unrealized logse®ower’s NDT investments in United States Treasbligations and Federal

Agency mortgage-backed securities were causedtbrest rate changes. Since these investments arargeed by the United States

government or an agency of the United States gavent, 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 ingohas of December 31, 2014 .

(C) Debt Securities (Corporate)—Power’s investmentsonporate bonds are primarily in investment graerisgties. It is not expected that

these securities would settle for less than thewréized cost. Since Power does not intend totlseie securities nor will it be more-

likely-than-not required to sell, Power does natsider these debt securities to be other-than-teanihoimpaired as of

December 31, 2014 .
The proceeds from the sales of and the net reatjaét on securities in the NDT Fund were:

Years Ended December 31,
2014 2013 2012
Millions

Proceeds from Sales (A) $ 1,44¢ % 1,07C $ 1,43:
Net Realized Gains

Gross Realized Gains $ 177 $ 112 % 158

Gross Realized Losses (23) (26) (52
Net Realized Gains (Losses) on NDT Fund $ 154 % 86 $ 101

(A) Includes activity in accounts related to the liguidn of funds being transitioned to new manay

Gross realized gains and gross realized losselwsistin the above table were recognized in Othesrhe and Other Deductions, respectively

in PSEG’s and Power’s Consolidated Statements efa@jons. Net unrealized gains of $110 million€ediax) are included in Accumulated

Other Comprehensive Loss on PSEG's and Power’'soidated Balance Sheets as of December 31, 2014 .
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The available-for-sale debt securities held asetdinber 31, 2014 had the following maturities:

Time Frame Fair Value
Millions

Less than one year $ 1C
1-5years 271
6 - 10 years 17¢
11 - 15 years 54
16 - 20 years 49
Over 20 years 214
Total NDT Available-for-Sale Debt Securities $ 777

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

Power periodically assesses individual securitibesg fair value is less than amortized cost torgete 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 expectgdmgoairment 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)0M2 other-than-temporary impairments of $20 willivere recognized on securities in
the NDT Fund. Any subsequent recoveries in theevafithese securities would be recognized in Acdatad Other Comprehensive Income
(Loss) unless the securities are sold, in whicle casy gain would be recognized in income. Thessssent of fair market value compared to
cost is applied on a weighted average basis takiogaccount various purchase dates and initial abthe securities.

Rabbi Trust

PSEG maintains certain unfunded nonqualified bépédins to provide supplemental retirement andrdedecompensation benefits to certain
key employees. Certain assets related to thess pkare been set aside in a grantor trust commardwR as a “Rabbi Trust.”

PSEG classifies investments in the Rabbi Trusvadable-forsale. The following tables show the fair valuessgrunrealized gains and los
and amortized cost bases for the securities heteilRabbi Trust.

As of December 31, 2014
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 12 $ 11 % — 3 23
Debt Securities
Government Obligations 89 2 — 91
Other Debt Securities 74 1 — 75
Total Debt Securities 162 3 — 16€
Other Securities 2 — — 2
Total Rabbi Trust Available-for-Sale Securities $ 177 % 14 $ — $ 191
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As of December 31, 2013
Gross Gross
Unrealized Unrealized Fair
Cost Gains Losses Value
Millions
Equity Securities $ 14 $ 9 % — % 23
Debt Securities
Government Obligations 10¢ — 2 107
Other Debt Securities 46 1 D 46
Total Debt Securities 15E 1 ©) 152
Other Securities 3 — — 3
Total Rabbi Trust Available-for-Sale Securities $ 17z $ 10 $ 3) $ 17¢

These amounts in the preceding tables do not iedledeivables and payables for Rabbi Trust Fums#etions which have not settled at the
end of each period. Such amounts are included doéats Receivable and Accounts Payable on the idatzd Balance Sheets as show ir
following table.

As of December As of December

31,2014 31, 2013
Millions
Accounts Receivable $ 1 3 1
Accounts Payable $ — 3 2

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

As of December 31, 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) $ — 3 — $ — 9 —  $ — 9 — $ — 3 —
Debt Securities
Government Obligations (B) 2 — — — 47 2 2 —
Other Debt Securities (C) 24 — — — 18 (€N} 1 —
Total Debt Securities 26 — — — 65 3 3 —
Rabbi Trust Available-for-Sale
Securities $ 26 $ — $ — 3 — $ 65 % 3 $ 3 % —
(A) Equity Securities—Investments in marketableiggsecurities within the Rabbi Trust Fund is tigb a mutual fund which invests

primarily in common stocks within a broad rangeénofustries and sectors. PSEG does not considez Heewurities to be other-than-
temporarily impaired as of December 31, 2014 .

(B) Debt Securities (Government)—Unrealized logse®SEG’s Rabbi Trust investments in United Stateasury obligations and
Federal Agency mortgage-backed securities wereecdlong interest rate changes. Since these invessraemguaranteed by the
United States government or an agency of the UiStates government, it is not expected that theserities will settle for less than
their amortized cost basis, since PSEG does rendnto sell nor will it be more-likely-than-not réced to sell. PSEG does not
consider these securities to be other-than-temiomapaired as of December 31, 2014 .
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(C) Debt Securities (Corporate)—PSEG's investment®iparate bonds are primarily in investment gradeisges. It is not expected that
these securities would settle for less than thewréized cost. Since PSEG does not intend tolsedle securities nor will it be more-
likely-than-not required to sell, PSEG does notsider these debt securities to be other-than-teaniypimpaired as obecember 3.
2014 .

The proceeds from the sales of and the net reatjaat on securities in the Rabbi Trust Fund were:

Years Ended December 31,
2014 2013 2012
Millions

Proceeds from Rabbi Trust Sales (A) $ 467 $ 89 $ 23z
Net Realized Gains (Losses):

Gross Realized Gains $ 4 9 4 $ 6

Gross Realized Losses 3 ©)] —
Net Realized Gains (Losses) on Rabbi Trust $ 1 $ 1 3 6

(A) Includes activity in accounts related to the liguidn of funds being transitioned to new mana

Gross realized gains and gross realized losselsiggtin the above table were recognized in Othesrhe and Other Deductions, respectively
in the Consolidated Statements of Operations. Negalized gains of $8 million (after-tax) were rgnzed in Accumulated Other
Comprehensive Loss on the Consolidated BalancetSheef December 31, 2014 . The Rabbi Trust adaifor-sale debt securities held as
December 31, 2014 had the following maturities:

Time Frame Fair Value
Millions

Less than one year $ =
1-5years 49
6 - 10 years 31
11 - 15 years 9
16 - 20 years 7
Over 20 years 70
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 doédawge the ability to hold these securities untpected recovery. As a result, any declines
in fair market value below cost are recorded alsaage to earnings. For fixed income securities,agament considers its intent to sell or
requirement to sell a security prior to expectembvery. In those cases where a sale is expectgdmgoairment would be recorded through
earnings. For fixed income securities where thereiintent to sell or likely requirement to selanagement evaluates whether credit loss is
component of the impairment. If so, that portiomgsorded through earnings while the noncredit tmsaponent is recorded through
Accumulated Other Comprehensive Income (Loss).dadsessment of fair market value compared to cegifed on a weighted average bi
taking into account various purchase dates anidlicibst of the securities. In 2014 , there werether-thankemporary impairments recogni:
on investments of the Rabbi Trust.
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The fair value of the Rabbi Trust related to PSESE&G and Power are detailed as follows:

As of December  As of December
31, 2014 31, 2013
Millions
PSE&G $ 41 % 42
Power 45 39
Other 10E 98
Total Rabbi Trust Available-for-Sale Securities $ 191 $ 17¢

Note 9. Goodwill and Other Intangibles

As of December 31, 2014 and 2013, Power had gdbofs 16 million related to the Bethlehem Ene@gnter facility. Power conducted an
annual review for goodwill impairment as of OctoB3é&r 2014 and concluded that goodwill was not imgzhiNo events occurred subsequent t
that date which would require a further review obdwill for impairment.

In addition to goodwill, as of December 31, 2014 2013 , Power had intangible assets of $ 84 millind $ 33 million , respectively, related
to emissions allowances and renewable energy srésitissions expense includes impairments of eomissillowances and costs for
emissions, which is recorded as emissions occulo@sis served under contracts requiring energmfrenewable sources, the related expens
is recorded. Such expenses for the years endechibece31, 2014 , 2013 and 2012 were as follows:

Years Ended December 31,
2014 2013 2012
Millions
Emissions Expense $ 10 $ 6 $ 5
Renewable Energy Expense $ 59 §$ 26 $ 34

Note 10. Asset Retirement Obligations (AROS)

PSEG, PSE&G and Power have recorded various AR@hwpresent legal obligations to remove or dispafsan asset or some component
of an asset at retirement.

PSE&G has conditional AROs primarily for legal galtions related to the removal of treated woodated the requirement to seal natura
pipelines at all sources of gas when the pipelaresno longer in service. PSE&G does not record RO for its protected steel and poly-basec
natural gas lines, as management believes that taegories of gas lines have an indetermindiele i

Power’s ARO liability primarily relates to the denmissioning of its nuclear power plants in accoogawith NRC requirements. Power has ar
independent external trust that is intended to flecbmmissioning of its nuclear facilities upomaration of operation. For additional
information, see Note 8. Available-for-Sale Sedesit Power also identified conditional AROs prirharelated to Power’s fossil generation
units and solar facilities, including liabilitieerfremoval of asbestos, stored hazardous liquignahiand underground storage tanks from
industrial power sites, and demolition of certaiants, and the restoration of the sites at whiely tleside, when the plants are no longer in
service. To estimate the fair value of its AROswBouses a probability weighted, discounted cash fhodel which, on a unit by unit basis,
considers multiple outcome scenarios that inclugeificant estimates and assumptions, and are basélird party decommissioning cost
estimates, cost escalation rates, inflation ratelsdéscount rates.
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The changes to the ARO liabilities for PSEG, PSE&1@E Power during 2013 and 2014 are presented ifollbaving table:

PSEG PSE&G Power Other
Millions
ARO Liability as of January 1, 2013 $ 627 $ 25C $ 374 $ 3
Liabilities Settled (5) 4) Q) —
Liabilities Incurred 17 13 4 —
Accretion Expense 23 — 23 —
Accretion Expense Deferred and Recovered in Rase Ba) 15 15 — —
ARO Liability as of December 31, 2013 $ 677 $ 274 $ 40C $ 3
Liabilities Settled 2 %) — —
Liabilities Incurred 23 3 20 —
Accretion Expense 30 — 30 —
Accretion Expense Deferred and Recovered in Rase B&) 15 15 — —
ARO Liability as of December 31, 2014 $ 74z $ 29C $ 45C $ 3

(A) Not reflected as expense in Consolidated Statenuéi@peration

Note 11. Pension, Other Postretirement Benefits (B) and Savings Plans

PSEG sponsors several qualified and nonqualifiedipa plans and OPEB plans covering PSEG’s anghitiicipating affiliates’ current and
former employees who meet certain eligibility aiie Eligible employees participate in noontributory pension and OPEB plans sponsore
PSEG and administered by Services. In additiorresgmted and nonrepresented employees are eligilparticipation in PSEG’s two defined
contribution plans described below.

PSEG, PSE&G and Power are required to record tHerusr over funded positions of their defined bémefnsion and OPEB plans on their
respective balance sheets. Such funding positibeaah PSEG company are required to be measur@ttias date of its respective year-end
Consolidated Balance Sheets. For under funded plamdiability is equal to the difference betwehba plan’s benefit obligation and the fair
value of plan assets. For defined benefit pensiansp the benefit obligation is the projected bermdfligation. For OPEB plans, the benefit
obligation is the accumulated postretirement beéwéfigation. In addition, GAAP requires that tls¢al unrecognized costs for defined benefit
pension and OPEB plans be recorded as an aftehtage to Accumulated Other Comprehensive Incorsg), a separate component of
Stockholders’ Equity. However, for PSE&G, becaudsedmortization of the unrecognized costs is beallgcted from customers, the
accumulated unrecognized costs are recorded agudaRary Asset. The unrecognized costs represeéna@aal gains or losses, prior service
costs and transition obligations arising from themtion of the revised accounting guidance for marssand OPEB, which had not been
expensed.

For PSE&G, the Regulatory Asset is amortized andnded as net periodic pension cost in the CorastalilStatements of Operations. For
Power, the charge to Accumulated Other Compreherisizome (Loss) is amortized and recorded as niidie pension cost in the
Consolidated Statements of Operations.

Amounts for Servco are not included in any of thikofving pension and OPEB benefit information f@BG and its affiliates but rather are
separately disclosed later in this note.

The following table provides a roll-forward of thhanges in the benefit obligation and the fair gaéiplan assets during each of the two year
in the periods ended December 31, 2014 and 2Q1d8sd provides the funded status of the planst@@mounts recognized and amounts not
recognized on the Consolidated Balance Sheete ariti of both years.
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Pension Benefits Other Benefits
2014 2013 2014 2013
Millions
Change in Benefit Obligation
Benefit Obligation at Beginning of Year (A) $ 481 $ 5,23t $ 141 % 1,53¢
Service Cost 104 11€ 18 21
Interest Cost 234 21t 69 63
Actuarial (Gain) Loss (B) 83¢ (507) 21C (1449
Gross Benefits Paid (26€) (253) (73 (64)
Benefit Obligation at End of Year (A) (B) $ 572: $ 4,81z $ 1,63¢ $ 1,41«
Change in Plan Assets
Fair Value of Assets at Beginning of Year $ 511¢ $ 4,357 $ 31¢ $ 258
Actual Return on Plan Assets 43¢ 857 28 52
Employer Contributions 1C 15E 87 78
Gross Benefits Paid (26€) (259) (73 (64)
Fair Value of Assets at End of Year $ 529 $ 5,11¢ $ 361 $ 31¢
Funded Status
Funded Status (Plan Assets less Benefit Obligation) $ 429 $ 304 $ (127) $ (1,099
Additional Amounts Recognized in the Consolidated 8lance
Sheets
Noncurrent Assets (included in Other Special Funds) $ 21 $ 434 $ — 3 =
Current Accrued Benefit Cost (20 9 — —
Noncurrent Accrued Benefit Cost (440 (121) (1,277) (1,09%)
Amounts Recognized $ (429 % 304 $ @27y $ (1,099
Additional Amounts Recognized in Accumulated OtheiComprehensive Income (Loss), Regulated Assets
and Deferred Assets (C)
Prior Service Cost $ (102) $ 1200 % (39 % (59
Net Actuarial Loss 1,72¢ 977 49t 31C
Total $ 1,62: $ 857 $ 45¢ $ 257

(A) Represents projected benefit obligation for penbiemefits and the accumulated postretirement hewlgfgation for other benefit

(B) In October 2014, the Society of Actuaries’ iRghent Plans Experience Committee issued its fiegabrt on mortality tables (RE91<
Mortality Tables Report). As of December 31, 20R8EG updated its mortality assumptions based oimtbemation contained in
this report. The impact of this change is refleétedctuarial (Gain) Loss in 2014 and added $31Hioni and $79 million to the
Benefit Obligations for Pension and OPEB, respetyivsince December 31, 2013.

(C) Includes $ 702 million ($ 411 million , afteax) and $ 408 million ($ 238 million , after-taix) Accumulated Other Comprehensive
Loss related to Pension and OPEB as of Decemb&(3¥4, and 2013 , respectively.

The pension benefits table above provides infomnatélating to the funded status of all qualifiedi amonqualified pension plans and OPEB
plans on an aggregate basis. As of December 34, 2BSEG had funded approximately 93% of its ptegdenefit obligation. This
percentage does not include $ 191 million of assetse Rabbi Trust as of December 31, 2014 whiehewused partially to fund the
nonqualified pension plans. As of December 31, 2ahé nonqualified pension plans included in thedfi¢ obligation in the above table anc
the projected benefit obligation were $161 milliohhe fair values of the Rabbi Trust assets areidez] in Other Special Funds on the
Consolidated Balance Sheets.
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Accumulated Benefit Obligation

The accumulated benefit obligation for all PSEGE§imkd benefit pension plans was $ 5.5 billion BBecember 31, 2014 and $ 4.5 billion as

of December 31, 2013 .

The following table provides the components ofperiodic benefit cost for the years ended DecerB8heP014 , 2013 and 2012 .

Pension Benefits Other Benefits
Years Ended December 31, Years Ended December 31,
2014 2013 2012 2014 2013 2012
Millions
Components of Net Periodic Benefit Cost (Credit)
Service Cost $ 104 $ 11€ $ 101 $ 18 $ 21 % 17
Interest Cost 234 21t 22% 69 63 65
Expected Return on Plan Assets (399 (34¢) (30€) (26) (22) (17)
Amortization of Net
Transition Obligation — — — — — 2
Prior Service Cost (18) (19 (18 ()] ()] ()]
Actuarial Loss 56 18¢ 167 23 42 31
Net Periodic Benefit Cost (Credit) $ 23 $ 152 $ 167 % 7C $ 91 $ 84
Special Termination Benefits — — 1 — — —
Effect of Regulatory Asset — — — — — 19
Total Benefit Costs (Credit), Including Effect of
Regulatory Asset $ (23) $ 152 $ 16¢ $ 7C $ 91 $ 10¢
Pension costs and OPEB costs for PSEG, PSE&G andrRoe detailed as follows:
Pension Benefits Other Benefits
Years Ended December 31, Years Ended December 31,
2014 2013 2012 2014 2013 2012
Millions
PSE&G $ a9 ¢ 91 $ 97 $ 446 $ 65 $ 82
Power @) 43 52 20 23 18
Other 3 18 19 4 3 3
Total Benefit Costs (Credit) $ (23) $ 152 % 166 $ 70 % 91 ¢ 103

The following table provides the pre-tax changesgaized in Accumulated Other Comprehensive Inc@mss), Regulatory Assets and

Deferred Assets:

Pension OPEB
2014 2013 2014 2013
Millions
Net Actuarial (Gain) Loss in Current Period $ 80: $ (1,009 $ 20& $ (17%)
Amortization of Net Actuarial Gain (Loss) (56) (18¢) (23 (42
Amortization of Prior Service Credit 18 19 14 14
Total $ 765 $ (1,179 $ 19¢ % (203)
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Amounts that are expected to be amortized from Arxdated Other Comprehensive Loss, Regulatory AssetDeferred Assets into Net

Periodic Benefit Cost in 2015 are as follows:

Pension Other
Benefits Benefits
2015 2015
Millions
Actuarial (Gain) Loss $ 15C $ 43
Prior Service Cost $ (19) $ (14)
The following assumptions were used to determirebimefit obligations and net periodic benefit spst
Pension Benefits Other Benefits
2014 2013 2012 2014 2013 2012
Weighted-Average Assumptions Used to Determine BefiteObligations as of December 31
Discount Rate 4.2(% 5.0(% 4.2(% 4.21% 5.01% 4.2(%
Rate of Compensation Increase 3.61% 4.61% 4.61% 3.61% 4.61% 4.61%
Weighted-Average Assumptions Used to Determine Net PeriodBenefit Cost for Years Ended December 3
Discount Rate 5.0(% 4.2(% 5.0(% 5.01% 4.2(% 5.0(%
Expected Return on Plan Assets 8.0(% 8.0(% 8.0(% 8.0(% 8.0(% 8.0(%
Rate of Compensation Increase 4.61% 4.61% 4.61% 4.61% 4.61% 4.61%
Assumed Health Care Cost Trend Rates as of Decemb&t
Administrative Expense 3.0(% 3.0(% 3.0(%
Dental Costs
Immediate Rate 5.25% 5.5(% 6.0(%
Ultimate Rate 5.0(% 5.0(% 6.0(%
Year Ultimate Rate Reached 201¢ 201¢ 201z
Pre-65 Medical Costs
Immediate Rate 7.5(% 8.0(% 8.8&%
Ultimate Rate 5.0(% 5.0(% 5.0(%
Year Ultimate Rate Reached 202z 2021 202z
Post-65 Medical Costs
Immediate Rate 7.25% 7.88% 7.98%
Ultimate Rate 5.0(% 5.0(% 5.0(%
Year Ultimate Rate Reached 202z 2021 201¢
Millions
Effect of a 1% Increase in the Assumed Rate of Inease in Health Care Benefit Costs
Total of Service Cost and Interest Cost $ 13 3 12 3 12
Postretirement Benefit Obligation $ 201 % 161 % 18C
Effect of a 1% Decrease in the Assumed Rate of Inease in Health Care Benefit Costs
Total of Service Cost and Interest Cost $ (100 $ 9 9 9)
Postretirement Benefit Obligation $ (165 $ (139 $ (149

Plan Assets

All the investments of pension plans and OPEB parsheld in a trust account by the Trustee andisbaf an undivided interest in an
investment account of the Master Trust. The investisin the pension and OPEB plans are measufait aalue within a hierarchy that
prioritizes the inputs to fair value measurements three levels. See Note 16. Fair Value Measunésrfer more information on fair value
guidance. Use of the Master Trust permits the camglinig of pension plan assets and OPEB plan a&seitsvestment and administrative
purposes. Although assets of the plans are comedriglthe Master Trust, the Trustee maintains sujgprecords for the purpose of



allocating the net gain or loss of the investmetbant to the respective participating plans. Teeimvestment income of the investment asse
is allocated by the Trustee to each participatilag pased on the relationship of the interest ohgdan to the total of the interests of the
participating
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plans. As of December 31, 2014 , the pension piterest and OPEB plan interest in such assetedfidster Trust were approximately 94%
and 6% , respectively.

The following tables present information about ithestments measured at fair value on a recurrasishas of December 31, 2014 and 2013,
including the fair value measurements and the seoEinputs used in determining those fair values.

Recurring Fair Value Measurements as of December 32014
Quoted Market Prices Significant Other Significant
for Identical Assets Observable Inputs Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Millions

Temporary Investment Funds (A) $ 15¢ $ 92 % 61 $ =
Common Stocks (B)

Commingled—United States 2,29: 2,29: — —

Commingled—International 1,00t 1,00t — —

Other 727 727 — —
Bonds (C)

Government (United States & Foreign) 50¢ — 50¢ —

Other 943 — 942 —
Private Equity (D) 25 — — 25
Total $ 565¢ 8 4,11¢ $ 151 $ 25

Recurring Fair Value Measurements as of December 32013
Quoted Market Prices Significant Other Significant
for Identical Assets Observable Inputs Unobservable Inputs
Description Total (Level 1) (Level 2) (Level 3)
Millions

Temporary Investment Funds (A) $ 93 $ 52 $ 41  $ =
Common Stocks (B)

Commingled—United States 2,26¢ 2,26¢ — —

Commingled—International 1,01¢€ 1,01¢€ — —

Other 704 704 — —
Bonds (C)

Government (United States & Foreign) 59¢€ — 59¢ —

Other 737 — 737 —
Private Equity (D) 25 — — 25
Total $ 543 $ 4,03¢ $ 1,372 $ 25

(A) Certain open-ended mutual funds with mainlgrstierm investments are valued based on unadjugtettd prices in active market
(Level 1). Certain temporary investments are valusidg inputs such as time-toaturity, coupon rate, quality rating and curreietd
(Level 2).

(B) Wherever possible, fair values of equity invesnts in stocks and in commingled funds are ddrivem quoted market prices as
substantially all of these instruments have aatinaekets (primarily Level 1). Most investments inclts are priced utilizing
the principal market close price or in some casilpaint, bid or ask price.

(C) Investments in fixed income securities inchglbond funds are priced using an evaluated prigpggoach or the most recent
exchange or quoted bid (primarily Level 2).
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(D) Limited partnership interests in private egdiinds are valued using significant unobservatypeiis as there is little, if any, market
activity. In addition, there may be transfer redions on private equity securities. The processl&termining the fair value of such
securities relied on commonly accepted valuatichn&ues, including the use of earnings multiplasda on comparable public
securities, industry-specific non-earnings-basettiptes and discounted cash flow models. Thesetgprqguire significant
management judgment or estimation (primarily Le3)el

Reconciliations of the beginning and ending balarafehe Pension and OPEB Plans’ Level 3 assethéoyears ended December 31, 284d
2013 are as follows:

Actual
Actual Return on Balance as of
Balance as of Purchases/ Transfer Return on Assets Still December 31,
January 1, 2014 (Sales) In/ (Out) Asset Sales Held 2014
Millions
Private Equity $ 25 % 5 $ — 3 3 3 2 3 25
Actual
Actual Return on Balance as of
Balance as of Purchases/ Transfer Return on Assets Still December 31,
January 1, 2013 (Sales) In/ (Out) Asset Sales Held 2013
Millions
Private Equity $ 31 % 11) $ — 3 11 % 6 $ 25

The following table provides the percentage of Yailue of total plan assets for each major categbpfan assets held for the qualified pensiot
and OPEB plans as of the measurement date, Dec&tber

As of December 31,

Investments 2014 2013
Equity Securities 71% 7%
Fixed Income Securities 26 25
Other Investments 3 2
Total Percentage 10C% 10(%

PSEG utilizes forecasted returns, risk, and caimglaf all asset classes in order to develop #@ary designed to produce the maximum ref
opportunity per unit of risk. PSEG's latest aswtility study indicates that a long-term targetetsallocation of 70% equities and 30% fixed
income is consistent with the funds’ financial atiees. Derivative financial instruments are usgdhe plans’ investment managers primarily
to adjust the fixed income duration of the porticdind hedge the currency risk component of forgigastments. The expected long-term rate
of return on plan assets was 8.00% as of Decenihe®@ 4 and will remain unchanged for 2015 . Thiseeted return was determined based
on the study discussed above, including a premamadtive management and considered the plangridat annualized rate of return since
inception, which was 9.5% .

Plan Contributions
PSEG may contribute up to $25 million into its gensplans and up to $14 million into its OPEB pleespectively, during 2015 .
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Estimated Future Benefit Payments
The following pension benefit and postretirememddg payments are expected to be paid to plandgizats.

Pension Other
Year Benefits Benefits
Millions

2015 $ 28z $ 79
2016 28¢ 82
2017 294 84
2018 30t 87
2019 31¢ 90
2020-2024 1,77¢ 49t
Total $ 3,25 $ 917

401(k) Plans

PSEG sponsors two 401(k) plans, which are Empl&at@ement Income Security Act (ERISA) defined cidmition retirement plans. Eligible
represented employees of PSEG's subsidiaries ipatédn the PSEG Employee Savings Plan (Savings)Plvhile eligible non-represented
employees of PSEG's subsidiaries participate ilPBEG Thrift and Tax-Deferred Savings Plan (THRI&n). Eligible employees may
contribute up to 50% of their compensation to th@aas. PSEG matches 50% of such employee coribiisutip to 7%ef pay for Savings Pla
participants and up to 8% of pay for Thrift Plamtjzgpants.

The amount paid for employer matching contributitmthe plans for PSEG, PSE&G and Power are ddta#efollows:

Thrift Plan and Savings Plan
Years Ended December 31,

2014 2013 2012
Millions
PSE&G $ 2C $ 19 ¢ 18
Power 11 % 10 1C
Other 5 4 4
Total Employer Matching Contributions $ 3€ $ 33 % 32

Servco Pension and OPEB

At the direction of LIPA, effective January 1, 20Bkrvco established benefit plans that providetsuitially the same benefits to its employ
as those previously provided by National Grid Hiecservices LLC (NGES), the predecessor T&D systeamager for LIPA. Since the vast
majority of Servco's employees had worked under BGR.D operations services arrangement with LIPAnVS0's plans provide certain of
those employees with pension and OPEB vested dmeditior years' services earned while workingM@8ES. The benefit plans cover all
employees of Servco for current service. UndeiQB&, all of these and any future employee benefitcare to be funded by LIPA. See Note
3. Variable Interest Entities . These obligaticaswell as the offsetting long-term receivable,smparately presented on the Consolidated
Balance Sheet of PSEG.

The following table provides a roll-forward of thbanges in Servco's benefit obligation and theviae of its plan assets during the year
ended December 31, 2014 . It also provides theddrstiatus of the plans and the amounts recognimbdmounts not recognized on the
Consolidated Balance Sheets at the end of 2014 .
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Change in Benefit Obligation

Benefit Obligation at Beginning of Year

Service

Interest

Differences in Actuarial Assumptions versus Actiaperience
Plan Amendments

Benefit Obligation at End of Year (A)

Change in Plan Assets

Fair Value of Assets at Beginning of Year

Actual Return on Plan Assets

Employer Contributions

Fair Value of Assets at End of Year

Funded Status

Funded Status (Plan Assets less Benefit Obligation)

Additional Amounts Recognized in the Consolidated Blance Sheets

Accrued Pension Costs of Servco
OPEB Costs of Servco
Amounts Recognized (B)

Other
Pension Benefit: Benefits
2014 2014
Millions
$ — $ —
20 13
7 17
42 107
12¢€ 31t
$ 19t $ 452
$ = $ =
2 P
67 —
$ 69 $ —
$ (12¢) % (452)
$ (12¢) % =
— (452)
$ (12¢) % (452)

(A)
(B)

Pension and OPEB costs of Servco are accountetéording to the OSA. Servco recognizes expenseofaributions to its pension plan
trusts and for OPEB payments made to retirees.dlipgrRevenues are recognized for the reimburseofehese costs. The pension-related
revenues and costs for 2014 were $67 million . 8ehas contributed its entire planned contribuiarount to its pension plan trusts during
2014 . The OPEB-related revenues earned or casisréd in 2014 were immaterial.

Represents projected benefit obligation fongien benefits and the accumulated postretirememefit obligation for other

benefits.

Amounts equal to the accrued pension and O8&Bs of Servco are offset in Long-Term ReceivalbéIE on PSEG's

Consolidated Balance Sheet.
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The following assumptions were used to determirebinefit obligations of Servco:

Pension Other
Benefits Benefits

December 31, 2014

Weighted-Average Assumptions Used to Determine BefiteObligations as of December

31, 2014
Discount Rate 4.5(% 4.6(%
Rate of Compensation Increase 3.25% 3.25%
Assumed Health Care Cost Trend Rates as of Decemb@t, 2014
Administrative Expense 5.0(%
Dental Costs
Immediate Rate 8.0(%
Ultimate Rate 5.0(%
Year Ultimate Rate Reached 201¢
Pre-65 Medical Costs
Immediate Rate 7.5(%
Ultimate Rate 5.0%
Year Ultimate Rate Reached 2022
Post-65 Medical Costs
Immediate Rate 7.44%
Ultimate Rate 5.0(%
Year Ultimate Rate Reached 202z
Millions
Effect of a 1% Increase in the Assumed Rate of Inease in Health Care Benefit Costs
Postretirement Benefit Obligation $ 16C
Effect of a 1% Decrease in the Assumed Rate of Inease in Health Care Benefit Costs
Postretirement Benefit Obligation $ (20€)
Plan Assets

All the investments of Servco's pension plans atd im a trust account by the Trustee and consishaindivided interest in an investment
account of the Master Trust. The investments irpéitesion are measured at fair value within a hidrathat prioritizes the inputs to fair value
measurements into three levels. See Note 16. FdireMMeasurements for more information on fair ggjuidance. The Actuary maintains
supporting records for the purpose of allocatirgrbt gain or loss of the investment account tadbpective participating plans. The net
investment income of the investment assets is atibocby the Actuary to each participating plan bamethe relationship of the interest of eact
plan to the total of the interests of the partitimgaplans.

The following table presents information about $ets investments measured at fair value on a riagubasis as of December 31, 2014 ,
including the fair value measurements and the seo€inputs used in determining those fair values.



Description

Temporary Investment Funds (A)
Common Stocks (B)
Commingled—United States
Bonds (C)
Other
Total

Recurring Fair Value Measurements as of December 32014

Quoted Market Prices Significant Other Significant
for Identical Assets Observable Inputs Unobservable Inputs
Total (Level 2) (Level 3)
Millions
1 — 3 1 $ =
48 48 — —
20 — 20 —
69 48 $ 21 % —
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(A) Certain temporary investments are valued usipgts such as time-tmaturity, coupon rate, quality rating and curreietd/(Level 2)

(B) Wherever possible, fair values of equity investraéntcommingled stock funds are derived from quatedket prices as substantic
all of these instruments have active markets (milgnhevel 1). Most investments in stocks are pdadilizing the principal market
close price or in some cases midpoint, bid or ailep

(C) Investments in fixed income securities inahgdbond funds are priced using an evaluated mriejpproach or the most recent
exchange or quoted bid (primarily Level 2).

The following table provides the percentage of failue of total plan assets for each major categbplan assets held for the qualified pensiot
and OPEB plans of Servco as of the measurementDetember 31:

As of December 31,

Investments 2014

Equity Securities 70%
Fixed Income Securities 29
Other Investments 1
Total Percentage 10C%

Servco utilizes forecasted returns, risk, and daticn of all asset classes in order to developréf@io designed to produce the maximum
return opportunity per unit of risk. The resultsrfr Servco's latest asset/liability study indicateat a long-term target asset allocation of 70%
equities and 30% fixed income is consistent withftinds’ financial objectives. The expected longrteate of return on plan assets was 7.709
as of December 31, 2014 and will remain unchange@@15 . This expected return was determined basdde study discussed above,
including a premium for active management and at@ed the plans’ 2014 rate of return, which wa%®%.3

Plan Contributions
Servco may contribute up to $30 million into itsyp®n plan during 2015 .
Estimated Future Benefit Payments
The following pension benefit and postretirememdig payments are expected to be paid to Serptafsparticipants:

Pension Other
Year Benefits Benefits

Millions
$

2015 $
2016

2017

2018

2019

2020-2024

Total $

A WODN PP
O N O B~MADN

a b
© | ©
\l
N

$ 10z

Servco 401(k) Plans

Servco sponsors two 401(k) plans, which are defawedribution retirement plans subject to the ERIGAgible non-represented employees of
Servco participate in the Servco Incentive ThrifrPl (Thrift Plan 1), and eligible represented doyees of Servco participate in the Servco
Incentive Thrift Plan II. Eligible employees mayntobute up to 50% of their compensation to thdaag For employees in Thrift Plan I,
Servco matches 50% of such employee contributiprte 8% and provides core contributions (basedears/of service and age) to employee:
who do not participate in Servco's pension plan.

120




Table of Contents
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 12. Commitments and Contingent Liabilities
Guaranteed Obligations

Power’s activities primarily involve the purchaselasale of energy and related products under toateton, physical, financial and forward
contracts at fixed and variable prices. These &etitns are with numerous counterparties and bsakett 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 arstsims due and payable in the ordinary coursesifibss, ar

° obtain credi

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

In order for Power to incur a liability for the faw@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
° 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 commodiiptracts, ar

° certain creditworthiness standards as guarantoerymetformance guarantees of its subsidie

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 creibwer also routinely enters into futures andasitransactions for electricity and natural gas
as part of its operations. These futures contiatslly 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.
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The face value of outstanding guarantees, cursgraseire and margin positions as of December 314 208 2013 are shown below:

As of December As of December
31, 2014 31, 2013
Millions

Face Value of Outstanding Guarantees $ 181« % 1,63¢
Exposure under Current Guarantees $ 27 $ 24¢€
Letters of Credit Margin Posted $ 15¢ $ 132
Letters of Credit Margin Received $ 0 $ 25
Cash Deposited and Received

Counterparty Cash Margin Deposited $ — $ —

Counterparty Cash Margin Received $ (13) $ —

Net Broker Balance Deposited (Received) $ 115 $ 80
In the Event Power were to Lose its Investment &1adting

Additional Collateral that could be Required $ 94t § 691
Liquidity Available under PSEG’s and Power’s Crdeficilities to Post Collateral $ 3,49t % 3,52:
Additional Amounts Posted

Other Letters of Credit $ 45 % 45

As part of determining credit exposure, Power netgivables and payables with the correspondingmertgy contract balances. See Note 15.
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 AccauRtalyable 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 ofsén@agreements allow the counterparty to demanleupterformance assurance. See table
above.

The SEC and the Commaodity Futures Trading Commis&ld-TC) continue efforts to implement new rulegti@ct stricter regulation over
swaps and derivatives, including imposing reporting record-keeping requirements. In August 208E® began reporting its swap
transactions to a 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 swapsate@economically equivalent to those
contracts.

In addition to amounts for outstanding guaranteegent exposure and margin positions, PSEG ancPbad posted letters of credit to
support Power's various other non-energy contrhanenvironmental obligations. See precedingetabSEG had also issued a $106 million
guarantee to support Power's payment obligatidageto its equity interest in the PennEast natyaa pipeline. In the event that PSEG were
to be downgraded to below investment grade andddd meet minimum net worth requirements, thigauige would have to be replaced by «
letter of credit.

Environmental Matters
Passaic River

Historic operations of PSEG companies and the dpesaof hundreds of other companies along thedt@ssid Hackensack Rivers are allegec
by Federal and State agencies to have dischardpstbsitial contamination into the Passaic River/N&igay Complex in violation of various
statutes as discussed as follows.
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Federal Comprehensive Environmental Response, Congagion and Liability Act of 1980 (CERCLA)

In 2002, the U.S. Environmental Protection AgeriePA) determined that a 1vhile stretch of the lower Passaic River from NewarClifton,
New Jersey is “Super Fund” site under CERCLA. This designatidowas 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 neg@atiorm a comprehensive study of the entire 1Tesvif the lower Passaic River. PSE&G
and certain of its predecessors conducted opesadibproperties in this area of the Passaic RiM&e. properties included one operating electri
generating station (Essex Site), which was transfieto Power, one former generating station andffauner manufactured gas plant (MGP)
sites.

In early 2007, 73 Potentially Responsible Parti#RFs), including PSE&G and Power, formed a Coojpey&arties Group (CPG) and agreed
to assume responsibility for conducting a Remddiatstigation and Feasibility Study (RI/FS) of thémiles of the lower Passaic River. At
such time, the CPG also agreed to allocate thecided costs of the RI/FS among its members obdses of a mutually agreed upon formula.
For the purpose of this allocation, approximatelyen percent of the RI/FS costs were deemed atbibito PSE&G’s former MGP sites and
approximately one percent was attributed to Powgeiserating stations. These allocations are natifignon PSE&G or Power in terms of their
respective shares of the costs that will be ultglyatequired to remediate the 17 miles of the loRassaic River. Power has provided notice tc
insurers concerning this potential claim.

The CPG, which consisted of 61 members as of DeeeBth 2014 , continues to conduct the RI/FS whiadxpected to be completed during
the first quarter of 2015 at an estimated cosippfaximately $136 million . Of the estimated $13#lion , as of December 31, 2014 , the CPG
Group had spent approximately $130 million , of ethPSEG's total share had been approximately $®mil

In June 2008, the EPA, Tierra Solutions, Inc. (feand Maxus Energy Corporation (Maxus) enteréalam early action agreement whereby
Tierra and Maxus agreed to remove a portion ohtwvily dioxin-contaminated sediment located inltveer Passaic River. The portion of the
Passaic River identified in this agreement wasteEtanmediately adjacent to Tierra/Maxus’ predesessmpany’s (Diamond Shamrock)
facility. Pursuant to the agreement among the ERérra and Maxus, the estimated cost for the wonletmove the sediment in this location
was $80 million . Phase | of the removal work hasrbcompleted. Pursuant to this agreement, Tieecalslhave reserved their rights to seek
contribution for these removal costs from the ofPBPs, including PSE&G and Power. This agreemesttawork undertaken pursuant to
early action agreement has no impact on the ulémanedy that the EPA will select for the remediabf the 17 -mile stretch of the lower
Passaic River.

In 2012, Tierra and Maxus withdrew from the CPG eefdsed to participate as members going forwaiterahan in respect of their obligati
to fund the EPA’s portion of its RI/FS oversighst® At such time, the remaining members of the ARG@greement with the EPA,
commenced the removal of certain contaminated sausrat Passaic River Mile 10.9 at an estimatetafd&25 million to $30 million .
PSEG's share of the cost of that effort is apprataty three percent . The remaining CPG members heserved their rights to seek
reimbursement from Tierra/Maxus for the costs efRiver Mile 10.9 removal.

On April 11, 2014, the EPA released its revisedcised Feasibility Study” (FFS) which contemplatesremoval of 4.3 milliorcubic yards o
sediment from the bottom of the lower eight miléshe 17 -mile stretch of the Passaic River that biaginally been designated as a Super
Fund site. The FFS sets forth various alternativesemediating this portion of the Passaic Rividre EPA'’s estimated costs to remediate the
lower eight miles of the Passaic River range fr@65pmillion for a targeted remedy to $3.25 billimn a deep dredge of this portion of the
Passaic River. The EPA also identified in the REB®ieferred alternative, which would involve dredgthe river bank to bank and installing
an engineered cap. The estimated cost in the FR& foreferred alternative is $1.7 billioNo provisional cost allocation has been madehb
CPG for the work contemplated by the draft FFS, thiedwvork contemplated by the FFS is not subjeth¢oCPG’s cost sharing allocation
agreed to in connection with the removal work fareR Mile 10.9 or in connection with the conducttbé RI/FS.

The draft FFS was subject to a public comment peaad remains subject to the EPA’s response toreemts 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 entitieepidally impacted by the FFS, including the CPR@@lividual companies, municipalities,
public officials, citizens groups, Amtrak, NJ Trérend others. The EPA will consider the commeanteived 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 implaation of the ROD might impact PSE&G's and Pawdtimate 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, PSE&G and Power 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 detimed by the EPA or through litigation, (iii) PSE8 and Power’s respective share of the
costs, both in the aggregate as well as indivigualie determined, and (iv)
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PSE&G’s continued ability to recover the coststarates is determined, it is not possible to mtetthis matter’s ultimate impact on our
financial statements.

Natural Resource Damage Claims

In 2003, the New Jersey Department of Environmdpitatection (NJDEP) directed PSEG, PSE&G and 56rd®RPs to arrange for a natural
resource damage assessment and interim compensadtogation of natural resource injuries alongltiveer Passaic River and its tributaries
pursuant to the New Jersey Spill Compensation anmtrGl Act. The NJDEP alleged that hazardous substhad been discharged from the
Essex Site and the Harrison Site. The NJDEP esturthie cost of interim natural resource injuryoesion activities along the lower Passaic
River at approximately $950 million . In 2007, agiers of the United States Department of Commerdettam United States Department of the
Interior (the Passaic River federal trustees) ktdrs to PSE&G and other PRPs inviting partidggratn an assessment of injuries to natural
resources that the agencies intended to perfor@008, PSEG and a number of other PRPs agreedite sértain immaterial costs the trustee:
have incurred and will incur going forward, andatork with the trustees to explore whether somdlarfahe trustees’ claims can be resolved
in a cooperative fashion. That effort is continuiRGE&G is unable to estimate its portion of thegilole loss or range of loss related to this
matter.

Newark Bay Study Area

The EPA has established the Newark Bay Study Avbih it defines as Newark Bay and portions oftteekensack River, the Arthur Kill

and the Kill Van Kull. In August 2006, the EPA s&8EG and 11 other entities notices that it come@leach of the entities to be a PRP with
respect to contamination in the Study Area. Thécedetter requested that the PRPs fund an EPAsappgrstudy in the Newark Bay Study
Area. The notice stated the EPA’s belief that hdaas substances were released from sites owne8B& ompanies and located on the
Hackensack River, including two operating eleageénerating 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. PSE&G amneePare unable to estimate their portion of thesfide loss or range of loss related to this
matter.

MGP Remediation Program

PSE&G is working with the NJDEP to assess, invastigind remediate environmental conditions abitsér MGP sites. To date, 38 sites
requiring some level of remedial action have belemiified. Based on its current studies, PSE&Gdesrmined that the estimated cost to
remediate all MGP sites to completion could rangivieen $434 million and $505 million through 208ince no amount within the range is
considered to be most likely, PSE&G has recordkabdity of $434 million as of December 31, 201®f this amount, $79 million was
recorded in Other Current Liabilities and $355 iorllwas reflected as Environmental Costs in Norentrkiabilities. PSE&G has recorded a
$434 million Regulatory Asset with respect to thessts. PSE&G periodically updates its studiesniglmto account any new regulations or
new information which could impact future remediatcosts and adjusts its recorded liability accuayiyi.

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 offsetssame circumstances, when those sources undemajar‘modification,” as defined in the
regulations. The federal government may order cangahat are not in compliance with the PSD/NSRil&tions to install the best available
control technology at the affected plants and tpanetary penalties ranging from $25,000 to $37 /5 day for each violation, depending
upon when the alleged violation occurred.

In 2009, the EPA issued a notice of violation tevepand the other owners of the Keystone coal-filedt in Pennsylvania, alleging, among
other things, that various capital improvement @ct§ were completed at the plant which are consitierodifications (or major modifications)
causing significant net emission increases of PSRMir pollutants, beginning in 1985 for Keystor&tl and in 1984 for Keystone Unit 2.
The notice of violation states that none of theselifications underwent the PSD/NSR permitting psscerior to being put into service, which
the EPA alleges was required under the CAA. The&aalf violation states that the EPA may issue @eiorequiring 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 Agls 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) arieesluled to go into effect on
April 16, 2015 and establish allowable emissioreleor mercury as well as other hazardous aiupatits 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 ZBREG filed a motion to
intervene with the D.C. Court in support of the ERitnplementation of MATS. In April 2014, the D.Court denied all petitions for review of
the existing source NESHAP.
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Several parties, including 21 states, have filditipas for review with the U.S. Supreme Court. RBovember 25, 2014, the U.S. Supreme
Court issued an order granting review solely ofifiseie as to whether the EPA was unreasonable iigfitsal to consider the materiality of
costs in determining whether it is appropriatecigulate the emission of hazardous air pollutantslégtric utilities.

Power believes that it will not be necessary ttaitheny material new controls at its New Jerseajlitées. Dry sorbent injection to control acid
gases was installed at Power’s Bridgeport Harbal-iced unit in the fourth quarter of 2014 at amaaterial cost. This system is currently
undergoing operational verification testing. In Betber 2011, to comply with the MACT regulation® tto-owners group, including Power,
agreed to upgrade the previously planned two fagdgsulfurization scrubbers and install Seled@istalytic Reduction (SCR) systems at
Power’s jointly owned codired generating facility at Conemaugh in PennsyiaaThis installation was completed in Novembet£2Power"
share of this investment is approximately $110iamill

Clean Water Act Permit Renewals

Pursuant to the Federal Water Pollution Control &&/PCA), National Pollutant Discharge EliminatiBgstem permits expire within five
years of their effective date. In order to reneesthpermits, but allow a plant to continue to ogef@n owner or operator must file a per
application no later than six months prior to eapaon of the permit. States with delegated fedaugsthority for this program manage these
permits. The NJDEP manages the permits under theJdesey Pollutant Discharge Elimination SystemRARES) program. Connecticut and
New York also have permits to manage their respegollutant discharge elimination system progre

One of the more significant NJPDES permits goveymiooling water intake structures at Power is fales. 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 contioperating under its existing NJPDES
permit until a new permit is issued.

In October 2013, the Delaware Riverkeeper Netwoik several other environmental groups filed a laweithe Superior Court of New Jersey
seeking to force the NJDEP to take action on Pevwemding application for permit renewal at Saléimee by denying the application or
issuing a draft for public comment. An applicatfon renewal of the permit was submitted in Jan2096 and the NJDEP had delayed action
pending the EPA's finalization of the Clean Wateat 816 (b) regulations. In November 2014, the emvinental groups announced settlement
of the lawsuit filed with the NJDEP and that theD¥PP had committed to issue a draft permit by Juhe2815.

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 jpemdt the U.S. Second Circuit Court of
Appeals. In two related actions on October 17, 281d November 20, 2014, several environmental raweignmental groups initiated
challenges to the endangered species act provisidhe 316 (b) rule. Power is unable to deterntireeultimate impact of these actions on the
implementation of the rule.

State permitting decisions could have a materiglkich 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 upigsito existing intake structures
cooling systems. The costs of those upgrades t@om®re of Power’s once-through cooled plants wdad material, and would require
economic review to determine whether to continuerations at these facilities. For example, in P&Gvapplication to renew its Salem permit,
filed with the NJDEP in February 2006, the estirdatests for adding cooling towers for Salem weneragpimately $1 billion , of which
Power’s share would have been approximately $5Mtomi The filing has not been updated. Action on tiseidce of a draft permit for Sale
is anticipated by June 30, 2015. Currently, potmidsts associated with any closed cycle cookgiirements are not included in Power’s
forecasted capital expenditures.

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

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

PSE&G obtains its electric supply requirementsulgiothe annual New Jersey BGS auctions for twogogites of customers who choose na
purchase electric supply from third party supplidiise first category, which represents about 80BSELG's load requirement, are residentia
and smaller commercial and industrial customers§BR&sidential Small Commercial Pricing (RSCP)). $aeond category are larger
customers that exceed a BPU-established load (kW¥hold (BGS-Commercial and Industrial PricingER)). Pursuant to applicable BPU
rules, PSE&G enters into the Supplier Master
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Agreement with the winners of these BGS auctiofieviang the BPU'’s approval of the auction resuRSE&G has entered into contracts with
winning BGS suppliers, including Power, to purchB&S for PSE&G'’s load requirements. The winnerthefauction (including Power) are
responsible for fulfilling all the requirementsafJM Load Serving Entity including the provisidrcapacity, energy, ancillary services,
transmission and any other services required by. BIBS suppliers assume all volume risk and custanigration risk and must satisfy New
Jersey’s renewable portfolio standards.

The BGS-CIEP auction is for a one-year supply mefiom June 1 to May 31 with the BGS-CIEP auctioog@measured in dollars per MW-
day for capacity. The final price for the BGS-CI&lction year commencing June 1, 2015 is $272.78/pé+day, replacing the BGS-CIEP
auction year price ending May 31, 2015 of $282.eAMW-day. Energy for BGS-CIEP is priced at hol?PlJM locational marginal prices for
the contract period.

PSE&G contracts for its anticipated BGS-RSCP load three-year rolling basis, whereby each yeastloine of the load is procured for a
three-year period. The contract prices in dollassMWh for the BGS-RSCP supply, as well as the @xiprate load, are as follows:

Auction Year

2012 2013 2014 2015
36-Month Terms Ending May 201t May 201¢ May 2017 May 201¢ (A)
Load (MW) 2,90( 2,80( 2,80( 2,90(
$ per MWh $83.8¢ $92.1¢ $97.3¢ $99.54

(A) Prices set in the 2015 BGS auction will becomeoctiffe on June 1, 2015 when the 2012 BGS auctioaemgents expir

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 sufi¥&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 a full-requirements contract with Powemntet the gas supply requirements of PSE&G’s gatomers. Power has entered into
hedges for a portion of these anticipated BGSSjahtins, as permitted by the BPU. The BPU pernft&&G to recover the cost of gas
hedging up to 115 billion cubic feet or 80% ofrigsidential gas supply annual requirements thrabgBGSS tariff. Current plans call for
Power to hedge on behalf of PSE&G approximatelpilidn cubic feet or 50%f its residential gas supply annual requirements.additiona
information, see Note 23. 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 camroximately 100% of its estimated uranium, enmieht and fabrication requirements
through 2017 and a significant portion through 2@i$alem, Hope Creek and Peach Bottom.

Power has various long-term fuel purchase commitsnm coal through 2017 to support its fossil gatien stations and for firm
transportation and storage capacity for natural gas

Power’s various multi-year contracts for naturad gad firm transportation and storage capacitynédural gas are primarily used to meet its
gas supply obligations to PSE&G. These purchasgathins are consistent with Power’s strategy teeimto contracts for its fuel supply in
comparable volumes to its sales contracts.
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As of December 31, 2014 , the total minimum purehasgjuirements included in these commitments wefellbws:

Power's Share of
Commitments through
Fuel Type 2019
Millions
Nuclear Fuel
Uranium $ 43¢
Enrichment $ 431
Fabrication $ 20¢
Natural Gas $ 1,18¢
Coal $ 30¢€

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, Posgarded a charge to income in the amount of $llomrelated to these findings for
these past errors based upon its best estimatialateaat the time. PSEG cannot provide any assesatiat the total liability associated with
this matter will not increase or decrease oveitheunt recorded.

Upon discovery of the errors, PSEG retained outstamsel to assist in the conduct of an investgaitito the matter. As the investigation
proceeded, additional pricing errors in the bidsendentified and it was further determined that ¢uantity of energy that Power offered into
the energy market for its fossil peaking unitsetiéd from the amount for which Power was compedsatthe capacity market for those units.
PSEG informed the FERC, PJM and the IMM of thegiitamhal issues, and has corrected these errorgeiPlaas an ongoing process of
implementing improved procedures to help mitigagerisk of similar issues occurring in the future.

On September 2, 2014, the FERC Staff initiatededimpimary, non-public staff investigation into theatter, which is ongoing. This
investigation could result in the FERC seeking diggment of any over-collected amounts, civil pgesland non-financial remedies. It is not
possible at this time to reasonably estimate thimate impact or predict any resulting penaltigbgo costs associated with this matter, or the
applicability of mitigating factors. It is possibileat Power wilincur additional losses, and that such losses reapdterial, but PSEG cannol
the current time estimate the amount or range piaalditional losses.

New Jersey Clean Energy Program

In June 2014, the BPU established the funding Irdiscal 2015 applicable to its Renewable Eneagy Energy Efficiency programs. The
fiscal year 2015 aggregate funding for all EDC$345 million with PSE&G's share of the funding &0 million . PSE&G has a remaining
current liability of $142 million as of December,2014 for its outstanding share of the fiscal 28@8 remaining fiscal 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 ratepagterough the SBC.

Superstorm Sandy

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

As of December 31, 2012 , PSE&G had incurred apprately $295 million of costs to restore servicd®E&G's distribution and
transmission systems and $5 million to repairmifsistructure and return it to pre-storm conditidd&the costs incurred, approximately $40
million was recognized in O&M Expense, $75 millimas recorded as Property, Plant and Equipment 48d fillion was recorded as a
Regulatory Asset because such costs were defesragproved by the BPU under an Order received ceber 2012. PSE&G recognized $6
million of insurance proceeds. There were no sigaift changes to these amounts since 2012 . PSE&d® @ filing with the BPU to review
the prudency of unreimbursed incremental stornmorasbn costs, including O&M and capital expenditiassociated with Superstorm Sandy
and certain other extreme weather events, for
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recovery in our next base rate case or soonerghralBPU-approved cost recovery mechanism. In Sdgpe2014, the BPU approved our
filing. See Note 5. Regulatory Assets and Liala$tfor additional information.

Power had incurred $79 million and $85 million tirm-related expense in 2013 and 2012, respectipeiyarily 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. Ponaurred an additional $27 million of O&M costs i1 primarily for repairs at certain
generating stations in Power's fossil fleet.

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 continues to seek recovery
from its insurers for the property damage resulfiogn Superstorm Sandy, above its self-insurechtities; however, no assurances can be
given relative to the timing or amount of such neg. In June 2013, PSEG, PSE&G and Power filetisiNlew Jersey state court against its
insurance carriers seeking an interpretation thafrisurance policies cover their losses resuftimgn damage caused by Superstorm Sandy's
storm surge. In August 2013, the insurance carfiled an answer in which they denied most of thegations made in the Complaint. In
December 2014, PSEG notified the insurance carmieas estimate of $564 million for total costsateld to damaged facilities, of which $88
million and $476 milliorrelated to PSE&G and Power, respectively. Discowethe case has been completed. On October 7, Do partie
filed cross-motions for summary judgment and thosgions are scheduled to be argued on March 2(.20% cannot predict the outcome of
this proceeding.

Nuclear Insurance Coverages and Assessments

Power is a member of an industry mutual insuracepany, Nuclear Electric Insurance Limited (NENhich provides the property,
decontamination and decommissioning liability irsswre at the Salem/Hope Creek and Peach Bottom Mgk also provides replacement
power coverage through its accidental outage poNdiL policies may make retrospective premium asseents in case of adverse loss
experience. Power’'s maximum potential liabilitiexlar these assessments are included in the tadblect®s below. Certain provisions in the
NEIL policies provide that the insurer may suspeoderage with respect to all nuclear units on@without notice if the NRC suspends
revokes the operating license for any unit on #itat issues a shutdown order with respect to soiior issues a confirmatory order keeping
such unit down.

The American Nuclear Insurers (ANI) and NEIL padisiall include coverage for claims arising outagaf terrorism, however, NEIL policis
are subject to an industry aggregate limit of $8lin plus such additional amounts as NEIL reasv®r such losses from reinsurance,
indemnity and any other source applicable to saskds.

The Price-Anderson Act sets the “limit of liabilitior claims that could arise from an incident ifwing any licensed nuclear facility in the
United States. The “limit of liability” is based @he number of licensed nuclear reactors and isstetj at least every five years based on the
Consumer Price Index. The current “limit of liabjliis $13.6 billion . All owners of nuclear reacto including Power, have provided for this
exposure through a combination of private insurara mandatory participation in a financial pratatipool as established by the Price-
Anderson Act. Under the Price-Anderson Act, eacérisee can be assessed $127 million per reactorgident, payable at not more than $19
million per reactor per incident per year. If thenthges exceed the “limit of liability,” the Conggeuld impose further revenue-raising
measures on the nuclear industry to pay claims.ePewnaximum aggregate assessment per incidedOis Sillion (based on Power’s
ownership interests in Hope Creek, Peach BottomSateim) and its maximum aggregate annual assesgeeinicident is $60 million .
Further, a decision by the U.S. Supreme Courtimativing Power, has held that the Pridaderson Act did not preclude awards based on
law claims for punitive damages.
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Power’s insurance coverages and maximum retrosgeatisessments for its nuclear operations ardlag/$o

Total Site Retrospective
Type and Source of Coverages Coverage Assessments
Millions
Public and Nuclear Worker Liability (Primary Layer) :
ANI 37t (A —

Nuclear Liability (Excess Layer):

Price-Anderson Act
Nuclear Liability Total
Property Damage (Primary Layer):

NEIL Primary (Salem/Hope Creek and Peach Bottom)
Property Damage (Excess Layers)

NEIL Excess (Salem/Hope Creek and Peach Bottom)
Property Damage Total (Per Site)
Accidental Outage:

NEIL | (Peach Bottom)

NEIL | (Salem)

NEIL | (Hope Creek)

13,24:

13,61¢

1,50(

60C

2,10(

24%
281
49C

(B)
©)

©)

(E)
(E)
(B)

401

401

38

5

43

7
7
6

Replacement Power Total $ 1,01¢ $ 20

(A)

(B)

©
(D)

(E)

The primary limit for Public Liability is a pesite aggregate limit with no potential for assesst. The Nuclear Worker Liability

represents the potential liability from third pavtgrkers claiming exposure to the nuclear energatth This coverage
subject to an industry aggregate limit that is eabfo reinstatement at ANI discretion.

Retrospective premium program under the PAinderson Act liability provisions of the Atomic Emgy Act of 1954, as

amended. Power is subject to retrospective assesswith respect to loss from an incident at angriiged nuclear react
in the United States that produces greater tharMMof electrical power. This retrospective assesmsncan be adjusted
for inflation every five years. The last adjustmetats effective as of September 10, 2013. The rijysament is due on
or before September 10, 2018. This retrospectiggnam is in excess of the Public and Nuclear Wotkaiility primary
layers.

Limit of liability under the Pricédnderson Act for each nuclear incide

For nuclear event property limits in exces$dfs billion , Power participates in a $600 mitliouclear event Blanket Limit

Policy. The blanket limit policy is shared with Hxe Generation and covers the following faciliti@saidwood, Byron,
Clinton, Dresden, La Salle, Limerick, Oyster Cre@kad Cities, TMI1 Peach Bottom, Salem and Hope Creek. This
is not subject to reinstatement in the event afsa.| Participation in this program reduces Powaesnium and the
associated potential assessment. In addition,domniclear event limits in excess of $1.5 billion, Rownaintains a $6(
million limit shared by the Salem and Hope Crediliites. Exelon maintains a $600 million non-nwuamevent limit
shared by Peach Bottom, Braidwood, Byron, Clinidresden, LaSalle, Limerick, Oyster Creek, QuadeSijtand the
TMI-1 facilities.

Peach Bottom 2 and 3 have an aggregate indigifimit based on a weekly indemnity of $2.3 mitlifor 52 weeks followed by

80% of the weekly indemnity for 68 weeks. Salermd 2 have an aggregate indemnity limit based oeekly
indemnity of $2.5 million for 52 weeks followed BP% of the weekly indemnity for 76 weeks. Hope Rrias an
aggregate indemnity limit based on a weekly indéynoii $4.5 million for 52 weeks followed by 80% tie weekly
indemnity for 71 weeks.
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Minimum Lease Payments

The total future minimum payments under variousrafieg leases as of December 31, 2014 are:

PSE&G Power Services Other
Millions
2015 $ 12 8 2 3 5 ¢ 2
2016 9 2 12 1
2017 7 1 13 1
2018 6 2 13 —
2019 6 2 13 —
Thereafter 55 23 15¢ —
Total Minimum Lease Payments $ 95 $ 32 % 21t $ 4

Note 13. Schedule of Consolidated Debt
Long-Term Debt

PSEG (Parent)

Fair Value of Swaps (A)

Amounts Due Within One Year

Unamortized Discount Related to Debt Exchange (B)
Total Long-Term Debt of PSEG (Parent)

As of December 31,

2014 2013
Millions
$ 22 % 38
) —
(8) (14
$ 6 $ 24

130




Table of Contents
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As of December 31,
Maturity 2014 2013
Millions
PSE&G
First and Refunding Mortgage Bonds (C):
6.75% 2016 $ 171 $ 171
9.25% 2021 134 134
8.00% 2037 7 7
5.00% 2037 8 8
Total First and Refunding Mortgage Bonds 32C 32C
Pollution Control Bonds (C):
Floating rate (D) 2033 50 50
Floating rate (D) 2046 50 50
Total Pollution Control Bonds 10C 10C
Medium-Term Notes (MTNs) (C):
0.85% 2014 — 25C
5.00% 2014 — 25(C
2.70% 2015 30C 30C
5.30% 2018 40C 40C
2.30% 2018 35C 35C
1.80% 2019 25(C —
2.00% 2019 25C —
7.04% 2020 9 9
3.50% 2020 25C 25C
2.38% 2023 50C 50C
3.75% 2024 25C 25C
3.15% 2024 25(C —
3.05% 2024 25C —
5.25% 2035 25(C 25(C
5.70% 2036 25C 25C
5.80% 2037 35C 35C
5.38% 2039 25C 25C
5.50% 2040 30C 30C
3.95% 2042 45C 45C
3.65% 2042 35C 35C
3.80% 2043 40C 40C
4.00% 2044 25(C —
Total MTNs 5,90¢ 5,15¢
Principal Amount Outstanding 6,32¢ 5,57¢
Amounts Due Within One Year (300) (500)
Net Unamortized Discount ()] (13
Total Long-Term Debt of PSE&G (excluding Transition Funding and
Transition Funding II) $ 6,012 $ 5,06¢
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As of December 31,

Maturity 2014 2013
Millions

Transition Funding (PSE&G)
Securitization Bonds:
6.75% 2014 $ — 3 10€
6.89% 2014-2015 251 37C
Principal Amount Outstanding 251 47€
Amounts Due Within One Year (257) (225)
Total Securitization Debt of Transition Funding — 251
Transition Funding Il (PSE&G)
Securitization Bonds:
4.57% 2014-2015 8 20
Principal Amount Outstanding 8 20
Amounts Due Within One Year (8 (12
Total Securitization Debt of Transition Funding Il — 8
Total Long-Term Debt of PSE&G $ 6,012 $ 5,32¢

As of December 31,

Maturity 2014 2013
Millions

Power
Senior Notes:
5.50% 2015 $ 30C % 30C
5.32% 2016 302 303
2.75% 2016 25C 25(
2.45% 2018 25C 25C
5.13% 2020 40¢€ 40€
4.15% 2021 25C 25C
4.30% 2023 25C 25C
8.63% 2031 50C 50C
Total Senior Notes 2,50¢ 2,50¢
Pollution Control Notes:
Floating Rate (D) 2019 44 44
Total Pollution Control Notes 44 44
Principal Amount Outstanding 2,55: 2,55
Amounts Due Within One Year (300 (44)
Net Unamortized Discount (10) (12
Total Long-Term Debt of Power $ 2,24  $ 2,497
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As of December 31,
Maturity 2014 2013
Millions
Energy Holdings
Non-Recourse Project Debt (E):
Resources - 5.00% to 5.275% 2014-2015 $ 16 % 1€
Principal Amount Outstanding 1€ 1€
Amounts Due Within One Year (1€) —
Total Non-Recourse Project Debt — 1€
Total Long-Term Debt of Energy Holdings $ — 3 1€
(A) PSEG entered into various interest rate swapedge the fair value of certain debt at Powke fair value adjustments from these

hedges are reflected as offsets to long-term deltti@ Consolidated Balance Sheets. For additioratmation, see Note 15.
Financial Risk Management Activities .

(B) In September 2009, Power completed an exchafigewith eligible holders of Energy Holdings'3®% Senior Notes due 2011 in
order to manage longrm debt maturities. Since the debt exchange wagden two subsidiaries of the same parent com@RBEG
and treated as a debt modification for accounting@ses, the resulting premium was deferred abdirggy amortized over the term
the newly issued debt. The deferred amount isatefiteas an offset to Long-Term Debt on PSEG’s Clateted Balance Sheets.

©) Secured by essentially all property of PSE&G punst@ its First and Refunding Mortga

(D) The Pollution Control Financing Authority oaem County bonds and the Pennsylvania Economieldpment Authority (PEDFA)
bond that are serviced and secured by PSE&G Rall@obntrol Bonds and Power Pollution Control Notespectively, are variable
rate bonds that are in weekly reset mode. In Oct2b#4, Power executed an extension of the lefterealit backing PEDFA
bond. The existing letter of credit, which was ghiled to expire on November 30, 2014, has beemdgtbthrough November 30,
2019.

(E) Non-recourse financing transactions consist of loao fbanks and other lenders that are typically setby project assets and cash
flows and generally impose no material obligatiortloe parent-level investor to repay any debt irediby the project borrower. The
consequences of permitting a project-level defimglude the potential for loss of any invested gghy the parent.

Long-Term Debt Maturities
The aggregate principal amounts of maturities &mheof the five years following December 31, 20fetas follows:

PSE&G Energy Holdings
Transition Transition Non-Recourse
Year PSE&G Funding Funding Il Power Debt Total
Millions

2015 $ 30C $ 251 $ 8 ¢ 30C $ 16 $ 87t
2016 171 — — 558 — 724
2017 — — — — — —
2018 75C — — 25C — 1,00(
2019 50C — — 44 — 544
Thereafter 4,60¢ — — 1,40¢ — 6,01«
Total $ 6,32¢ $ 251 $ 8 ¢ 2,55: $ 16 $ 9,157

Long-Term Debt Financing Transactions
During 2014 , PSEG and its subsidiaries had tHeviahg Long-Term Debt issuances, maturities anénagtions:

PSE&G
° issued $250 million of 1.80% Secured Medium-TermedspSeries | due June 2019
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° issued $250 million of 4.00% Secured Medium-TerntepSeries | due June 2044

° issued $250 million of 2.00% Secured Medium-TerntedpSeries J due August 2019
° issued $250 million of 3.15% Secured Medium-TernespSeries J due August 2024
° issued $250 million of 3.05% Secured Medium-TerntgspSeries J due November 2024
° paid $250 million of 0.85% Secured Mediuferm Notes at maturit

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

° paid $225 millionof Transition Funding's securitization d¢

° paid $12 millionof Transition Funding Il's securitization debt,

° received $175 milliorrapital contribution from PSE

Power

° paid cash dividends of $895 millica PSEC

Short-Term Liquidity

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

The commitments under our $4.3 billion credit faiei are provided by a diverse bank group. As e€&nber 31, 2014 , our total available
credit capacity was $4.1 billion .

As of December 31, 2014 , no single institutionrespnted more than 8% of the total commitmentsiirceedit facilities.
As of December 31, 2014 , our total credit capaei#yg in excess of our anticipated maximum liquididguirements.

Each of our credit facilities is restricted as t@itability and use to the specific companies sl in the following table; however, if necess
the PSEG facilities can also be used to supporsobsidiaries’ liquidity needs. In April 2014, PSE&d Power amended their 2012 credit
agreements ending in 2017, extending the expiratada from March 2017 to April 2019. PSEG's $500ioni and Power's $1.6 billion facility
amendments, resulting in total commitments of $&lion , will mature in 2019.

Our total credit facilities and available liquidiag of December 31, 2014 were as follows:



As of December 31, 2014

Total Available Expiration
Company/Facility Facility Usage Liquidity Date Primary Purpose
Millions
PSEG
Commercial Paper (CP)

5-year Credit Facility $ 50C $ 8 $ 492 Apr 2019  Support/Funding/Letters of Credit

5-year Credit Facility (A) 50C — 50C Mar 2018 CP Support/Funding/Letters of Credit
Total PSEG $ 1,000 $ 8 $ 992
PSE&G

5-year Credit Facility (B) $ 60C $ 14 $ 58€ Mar 2018 CP Support/Funding/Letters of Credit
Total PSE&G $ 60C $ 14 % 58€
Power

5-year Credit Facility $ 160 $ 97 $ 1,50¢ Apr2019  Funding/Letters of Credit

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

Bilateral Credit Facility 10C 10C — Sept 2015 Letters of Credit
Total Power $ 2,70 $ 197 $ 2,50:
Total $ 430C $ 21¢ $ 4,081

(A) In April 2016, this facility will be reducedyt$23 million.
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(B) In April 2016, this facility will be reducedyt$29 million.
© In April 2016, this facility will be reducedyt$48 million.

Fair Value of Debt

The estimated fair values were determined usingrthiket quotations or values of instruments withilsir terms, credit ratings, remaining
maturities and redemptions as of December 31, 20842013 . See Note 16. Fair Value Measurementadoe information on fair value
guidance and the hierarchy that prioritizes theiigpo fair value measurements into three levels.

December 31, 2014 December 31, 2013
Carrying Fair Carrying Fair
Amount Value Amount Value
Millions
Long-Term Debt:
PSEG (Parent) (A) $ 14 % 22 3 24 % 38
PSE&G (B) 6,312 6,912 5,56¢ 5,62¢
Transition Funding (PSE&G) (B) 251 261 47¢€ 511
Transition Funding Il (PSE&G) (B) 8 8 2C 21
Power - Recourse Debt (B) 2,54: 2,93( 2,541 2,84¢
Energy Holdings:
Project Level, Non-Recourse Debt (C) 16 16 1€ 1€
$ 9,142 % 10,14¢ % 8,64: % 9,061

(A) Fair value represents net offsets to debtltiegufrom adjustments from interest rate swap&eat into to hedge certain debt at
Power. Carrying amount represents such fair vaddeced by the unamortized premium resulting frothelat exchange entered i
between Power and Energy Holdings.

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

(C) Non-recourse project debt is valued as equivalentdathortized cost and is classified as a Level 3soremen

Note 14. Schedule of Consolidated Capital Stock

As of December 31,
Outstanding Shares Book Value
2014 2013 2014 2013
Millions
PSEG Common Stock (no par value) (A)
Authorized 1,000,000,000 shares 505,836,59 505,857,26  $ 4241 $ 4,24¢
(A) PSEG did not issue any new shares under thiel@id Reinvestment and Stock Purchase Plan (DRASPHRe Employee Stock

Purchase Plan (ESPP) in 2014 or 2013 . Total azttband unissued shares of common stock avaitablssuance through PSEG’s
DRASPP, ESPP and various employee benefit plansiai®d to approximately 7 million shares as of Deloen81, 2014 .

As of December 31, 2014 , PSE&G had an aggregatesahillion shares of $100 par value and 10 millishares of $25 par value Cumulative
Preferred Stock, which were authorized and unissuedwhich, upon issuance, may or may not proved@tandatory sinking fund
redemption.
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Note 15. Financial Risk Management Activities

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

Derivative accounting guidance requires that avdérie instrument be recognized as either an assetiability at fair value, with changes in
fair value of the derivative recognized in earniegsh period. Other accounting treatments areablaithrough special election and
designation provided that the derivative instrunmaeets specific, restrictive criteria, both at tinee of designation and on an ongoing basis.
These alternative permissible treatments includenabpurchase normal sale (NPNS), cash flow hedgddair value hedge accounting. PSEG,
Power and PSE&G have applied the NPNS scope excefaticertain derivative contracts for the forwaadke of generation, power procuren
agreements and fuel agreements. Transactions ieg®PNS treatment are accounted for upon settlenk®n a derivative instrument that
qualifies and is designated as a cash flow hetigectianges in the fair value of such a derivatiag are highly effective are recorded in
Accumulated Other Comprehensive Income (Loss) eatihings are affected by the variability of cdskvé of the hedged transaction. For a
derivative instrument that qualifies and is desigdas a fair value hedge, the gains or lossebeddrivative as well as the offsetting losses o
gains on the hedged item attributable to the hedigkdare recognized in earnings each period. PawdPSE&G enter into additional
contracts that are derivatives, but do not qudififyor are not designated as either cash flow hedgéair value hedges. These transactions ar
economic hedges and changes in the fair valueesktbontracts are recorded in earnings each period.

Commodity Prices

Within PSEG and its affiliate companies, Power tii@smost exposure to commodity price risk. Powexgosed to commodity price risk
primarily relating to changes in the market prié¢electricity, fossil fuels and other commoditi€uctuations in market prices result from
changes in supply and demand, fuel costs, marketittons, weather, state and federal regulatoricigd, environmental policies, transmission
availability and other factors. Power uses a vamdtderivative and non-derivative instruments tanage the commaodity price risk of its
electric generation facilities, including physieald financial transactions in the wholesale enangykets to mitigate the effects of adverse
movements in fuel and electricity prices. The failue for the majority of these contracts is okedifrom quoted market sources. Modeling
techniques using assumptions reflective of cumasutket rates, yield curves and forward prices asgluo interpolate certain prices when no
guoted market exists.

Cash Flow Hedges

PSEG and Power use forward sale and purchase ctmtsaaps and futures contracts to hedge cedesedsted natural gas sales and
purchases made to support the BGSS contract wt&BS

These derivative transactions qualify and are dedeyl as cash flow hedges. During the second quHr2912, Power de-designated
commodity derivative transactions related to theégieg of forecasted energy sales from its genaraiations that had previously qualified as
cash flow hedges as they were deemed to no lorgkighly effective as required by the relevant acting guidance. As a result, since Jur
2012, Power recognizes all gains and losses frangds in the fair value of these derivatives immatedy in earnings rather than deferring any
such amounts in Accumulated Other Comprehensiveniec(Loss). The fair values of Power’s de-desighhtxiges were frozen in
Accumulated Other Comprehensive Income (Loss) astiginal forecasted transactions are still exgetéd occur and are reclassified into
earnings as the original derivative transactiotidese

As of December 31, 2014 and 2013, the fair vahgkthe impact on Accumulated Other Comprehensigerhre (Loss) associated with
accounting hedge activity was as follows:

As of December 31,

2014 2013
Millions
Fair Value of Cash Flow Hedges $ 18 3 (4)
Impact on Accumulated Other Comprehensive Inconosg). (after tax) $ 10 % (1)

The expiration date of the longest-dated cash fiedge at Power is in December 2015 . Power’s &dteunrealized gains on these derivatives
that are expected to be reclassified to earningsglthe next 12 months are $ 10 million . Thereswa ineffectiveness associated with
qualifying hedges as of December 31, 2014 .
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Economic Hedges

PSEG and Power enter into derivative contractsabatot qualify or are not designated as eithen dlasv or fair value hedges. Power enters
into financial options, futures, swaps, fuel pusdEand forward purchases and sales of electridigse transactions are economic hedges,
intended to mitigate exposure to fluctuations imomodity prices and optimize the value of Powerseexed generation. PSE&G is a party to
certain long-term natural gas sales contracts tonige its pipeline capacity utilization. Changaghe fair market value of these contracts are
recorded in earnings.

Interest Rates

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

Fair Value Hedges

PSEG enters into fair value hedges to convert fiedd debt into variable-rate debt. As of Decen81er2014 , PSEG had interest rate swaps
outstanding totaling $850 million . These swapsvesnPower’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 swapsemigihted and effective as fair value hedges. ainedlue changes of the interest rate swaps
are fully offset by the changes in the fair valii¢he underlying forecasted interest payments efdgbt. As of December 31, 2014 and 2013 ,
the fair value of all the underlying hedges was #fion and $38 million , respectively.

Cash Flow Hedges

PSEG uses interest rate swaps and other derivatidésh are designated and effective as cash fledghs, to manage its exposure to the
variability of cash flows, primarily related to vable-rate debt instruments. The Accumulated O@wnprehensive Income (Loss) (after tax)
related to interest rate derivatives designatezhab flow hedges was immaterial as of Decembe?2@14 and 2013 .

Fair Values of Derivative Instruments

The following are the fair values of derivativetmsnents on the Consolidated Balance Sheets. Tlosving tables also include disclosures for
offsetting derivative assets and liabilities wharie subject to a master netting or similar agreéntieryeneral, the terms of the agreements
provide that in the event of an early terminatioa tounterparties have the right to offset amoowesd or owing under that and any other
agreement with the same counterparty. Accordirghgl, in accordance with our accounting policy, thesstions have been offset on the
Consolidated Balance Sheets of Power, PSE&G and@PERe following tabular disclosure does not ineulde offsetting of trade receivables
and payables.
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As of December 31, 2014
Power (A) PSE&G (A) PSEG (A) Consolidated
Cash Flow Not Not Fair Value
Hedges Designated Designated 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 $ 18 $ 597 $ (40¢) $ 207 $ 18 $ ilis 24(
Noncurrent Assets — 171 (209 62 8 7 77
Total Mark-to-Market
Derivative Assets $ 18 % 76 $ (517) $ 26¢ $ 26 $ 22 317
Derivative Contracts
Current Liabilities $ — ¢ (568 $ 43¢ $ (132 S — 3 — (132)
Noncurrent Liabilities — (13¢) 10t (33 — — (33
Total Mark-to-Market
Derivative (Liabilities) $ — 3 (706) $ 541 $ (165 $ — $ — (16%)
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 18 % 62 $ 24 $ 104 $ 26 % 22 152
As of December 31, 2013
Power (A) PSE&G (A) PSEG (A) Consolidated
Cash Flow Not Not Fair Value
Hedges Designated Designated 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: $ (2660 $ 57 % 25 3 1€ 98
Noncurrent Assets — 15t (83 72 69 22 16<
Total Mark-to-Market
Derivative Assets $ — % 47¢  $ (349 $ 12¢ $ 94 $ 38 261
Derivative Contracts
Current Liabilities $ 4) $ (343 $ 271 $ (76) $ — — (76)
Noncurrent Liabilities — (117 80 (32) — — (32)
Total Mark-to-Market
Derivative (Liabilities) $ @4 $ (459 $ 351 $ (107) % — 3 — (107
Total Net Mark-to-Market
Derivative Assets
(Liabilities) $ 4 3 24 % 2 $ 22 9 94 % 38 154
(A) Substantially all of Power's and PSEG's ddirainstruments are contracts subject to mastitingeagreements. Contracts not

subject to master netting or similar agreementsnaneaterial and did not have any collateral postetkeceived as of December 31,
2014 and 2013 . PSE&G does not have any derivatméracts subject to master netting or similar egrents.

Represents the netting of fair value balarvei#ls the same counterparty (where the right ofetfsxists) and the application of
collateral. All cash collateral received or postieat has been allocated to derivative positiongralthe right of offset exists, has
been offset in the Consolidated Balance Sheetsf B2cember 31, 2014 and 2013 , net cash collapaidl of $24 million and $2

(B)



million , respectively, were netted against theesponding net derivative
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contract positions. Of the $24 million as of Decem®1, 2014 , $(4) million and $(8) million weretteel against current assets and
noncurrent assets, respectively, and $32 milliah&hmillion were netted against current liabiltiend noncurrent liabilities,
respectively. Of the $2 million as of December 3113 , cash collateral of $(3) million and $5 naifliwere netted against noncurrent
assets and current liabilities, respectively.

Certain of Power’s derivative instruments contaiovsions that require Power to post collateraiisTdollateral may be posted in the form of
cash or credit support with thresholds continggraruPower’s credit rating from each of the maj@dirrating agencies. The collateral and
credit support requirements vary by contract anddynterparty. These credit risk-related contindeatures stipulate that if Power were to be
downgraded to a below investment grade ratingpitld be required to provide additional collatefidlis incremental collateral requirement
offset collateral requirements related to otheivdive instruments that are assets with the saynaterparty, where the contractual right of
offset exists under applicable master agreementsePalso enters into commodity transactions orNae York Mercantile Exchange
(NYMEX) and Intercontinental Exchange (ICE). The MEX and ICE clearing houses act as counterpani@ath trade. Transactions on the
NYMEX and ICE must adhere to comprehensive colidtand margin requiremen

The aggregate fair value of all derivative instrumsewith credit risk-related contingent featuresiiliability position that are not fully
collateralized (excluding transactions on the NYM&d ICE that are fully collateralized) was $12Tlion and $91 million as of

December 31, 2014 and 2013, respectively. As akeber 31, 2014 and 2013, Power had the conttatbaof offset of $18 million and
$39 million, respectively, related to derivative instrumehts fare assets with the same counterparty undeéenmeggeements and net of ma
posted. If Power had been downgraded to a beloesinvent grade rating, it would have had additico#iateral obligations of $109 million
and $52 million as of December 31, 2014 and 20&3pectively, related to its derivatives, net @& tontractual right of offset under master
agreements and the application of collateral. pbtential additional collateral is included in @45 million and $691 million as of
December 31, 2014 and 2013, respectively, disdussiote 12. Commitments and Contingent Liabiitie

The following shows the effect on the Consolida&tatements of Operations and on Accumulated OtberpgEehensive Income (AOCI) of
derivative instruments designated as cash flow éedly the years ended December 31, 2014 , 2012GI®

Amount of Pre-Tax Location of Amount of Pre-Tax Amount of Pre-Tax
Gain (Loss) Pre-Tax Gain (Loss) Gain (Loss)
Recognized in AOCI on Gain (Loss) Reclassified from Recognized in Income o
Derivatives Reclassified from AOCI into Income Derivatives
(Effective Portion) AOCI into Income (Effective Portion) (Ineffective Portion)
Derivatives in Cash Flow Years Ended Years Ended Years Ended
Hedging Relationships December 31, December 31, December 31,
2014 2013 2012 2014 2013 2012 2014 2013 2012
Millions Millions
PSEG
Energy-Related Contracts $ 12 $ (4) $ 32 OperatingRevenues $ (9 $ 13 $ 79 $ — $ () $ 1
Energy-Related Contracts — — (4) Energy Costs — — 9 — — —
Interest Rate Swaps (A) = = — Interest Expense — 1) — — — —
Total PSEG $ 12 $ 4 $ 28 $ 9 $ 12 $ 0 $ — $ () S$ 1
Power
Energy-Related Contracts $ 12 $ (4 $ 32 OperatingRevenues $ (99 $ 13 $ 79 $ — $ (1 $ 1
Energy-Related Contracts — — (4) Energy Costs — — (9) — — —
Total Power $ 12 $ 4 $ 28 $ 9 $ 13 $ 70 $ — $ () $ 1
(A) Includes amounts for PSEG par
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The following reconciles the AOCI for derivativetizity included in the Accumulated Other Compreliead oss of PSEG on a pre-tax and
after-tax basis:

Accumulated Other Comprehensive Income Pre-Tax After-Tax
Millions

Balance as of December 31, 2012 $ 12 % 7
Loss Recognized in AOCI 4) 2
Less: Gain Reclassified into Income (12 )
Balance as of December 31, 2013 $ 4 $ 2
Gain Recognized in AOCI 12 7
Plus: Loss Reclassified into Income 9 5
Balance as of December 31, 2014 $ 17 $ 10

The following shows the effect on the Consolida&tatements of Operations of derivative instrumeantsdesignated as hedging instruments ¢
as normal purchases and sales for the years ergmzhiber 31, 2014 , 2013 and 2012 :

Derivatives Not Designated as Hedges

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

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

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

Operating Revenues
Energy Costs

Years Ended December 31,

2014 2013 2012
Millions
$ (34¢) ¢ (128) $ 232
32 10¢€ (19)
$ (316) $ 22 ¢ 21z

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. The tables above do not dectiontracts for which Power has elected the nopmaihase/normal sales exemption, sur
its BGS contracts and certain other energy supmhjracts that it has with other utilities and comipa with retail load. In addition, PSEG has
interest rate swaps designated as fair value hedpeseffect of these hedges was to reduce intergsnse by $20 million , $19 million and
$22 million for the years ended December 31, 202313 and 2012 , respectively.

The following reflects the gross volume, on an &ltsovalue basis, of derivatives as of Decembe2814 and 2013 :

Type Notional Total PSEG Power PSE&G
Millions

As of December 31, 2014

Natural Gas Dth 274 — 21€ 58
Electricity MWh 31C — 31C —
Financial Transmission Rights (FTRS) MWh 15 — 15 —
Interest Rate Swaps U.S. Dollars 85( 85( — —
As of December 31, 2013

Natural Gas Dth 614 — 46€ 14¢
Electricity MWh 243 — 243 —
FTRs MWh 1€ — 1€ —
Interest Rate Swaps U.S. Dollars 85( 85( — —
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Credit Risk

Credit risk relates to the risk of loss that we Wdancur as a result of non-performance by couradgigs pursuant to the terms of their
contractual obligations. We have established cramlities that we believe significantly minimizeedit risk. These policies include an
evaluation of potential counterparties’ financiahdition (including credit rating), collateral recgments under certain circumstances and the
use of standardized agreements, which allow fon#tgng of positive and negative exposures assatiaith a single counterparty. In the e\
of non-performance or non-payment by a major capaity, there may be a material adverse impactawePs and PSEG’s financial
condition, results of operations or net cash flows.

As of December 31, 2014 , 99.7% of the credit fowEr’s operations was with investment grade copaigies. Credit exposure is defined as
any positive results of netting accounts receivalsleounts payable and the forward value of opeitipos (which includes all financial
instruments including derivatives and non-derivegiand normal purchases/normal sales).

The following table provides information on Powettedit risk from others, net of cash collateralphDecember 31, 2014 . It further
delineates that exposure by the credit rating efcitbunterparties and provides guidance on the otrat®n of credit risk to individual
counterparties and an indication of the qualitypofver’s credit risk by credit rating of the couptrties.

Securities Number of Net Exposure of
Current held as Net Counterparties ~ Counterparties
Rating Exposure  Collateral Exposure >10% >10%
Millions Millions
Investment Grade—External Rating $ 43¢ $ 51 $ 42~ 2 3 25¢ (A)
Non-Investment Grade—External Rating 2 — 1 — —
Investment Grade—No External Rating 6 — 6 — —
Non-Investment Grade—No External
Rating — — — — —
Total $ 444 3 51 % 432 2 % 25¢
(A) Includes net exposure of $206 million with REE The remaining net exposure of $53 million ighwa nonaffiliated power

purchaser which is a regulated investment gradaetegparty.

The net exposure listed above, in some casesnhatilbe the difference between the current exposudethe collateral held. A counterparty r
have posted more cash collateral than the outstgradiposure, in which case there would be no expo¥uhen letters of credit have been
posted as collateral, the exposure amount is mlotcexd, but the exposure amount is transferredetoating of the issuing bank. As of
December 31, 2014 , Power had 148 active countépar

PSE&G's supplier master agreements are approveédebBPU and govern the terms of its electric supbcurement contracts. These
agreements define a supplier's performance asstir@agirements and allow a supplier to meet itditrequirements with a certain amount of
unsecured credit. The amount of unsecured creditisrmined based on the supplier’s credit ratfrmya the major credit rating agencies and
the supplier’s tangible net worth. The credit posits based on the initial market price, whiclthis forward price of energy on the day the
procurement transaction is executed, comparecetéottward price curve for energy on the valuatiag.dro the extent that the forward price
curve for energy exceeds the initial market pribe,supplier is required to post a parental gugiranbther security instrument such as a letter
of credit or cash, as collateral to the extentdfselit exposure is greater than the supplier’s cumgsl credit limit. As of December 31, 2014 ,
primarily all of the posted collateral was in tloerh of parental guarantees. The unsecured creelit long the suppliers represents PSE&G's net
credit exposure. PSE&G's suppliers’ credit exposimalculated each business day. As of Decemhe2@®U , PSE&G had no net credit
exposure with suppliers, including Power.

PSE&G is permitted to recover its costs of proayemergy through the BPU-approved BGS tariffs. P6E8&counterparty credit risk is
mitigated by its ability to recover realized eneapsts through customer rates
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Note 16. 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 $etssr liabilities, based on the best informa#wailable and might include an entity’s
own data and assumptions. In some valuationsniigs used may fall into different levels of theriarchy. In these cases, the financial
instrument’s level within the fair value hierarcisybased on the lowest level of input that is digant to the fair value measurement. As of
December 31, 2014 , these consisted primarilyextat load contracts whose basis is deemed sigmifito the fair value measurement and
long-term gas supply contracts.

The following tables present information about PE:BSE&G’s and Power's respective assets andlified) measured at fair value on a
recurring basis as of December 31, 2014 and Dece®ih013 , including the fair value measuremants$ the levels of inputs used in
determining those fair values. Amounts shown foEBSnclude the amounts shown for Power and PSE&G.

142




Table of Contents
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Recurring Fair Value Measurements as of December 32014
Quoted Market o Significant
Prices for Significant Other  ynobservable
Identical Assets Observable Inputs
Description Total Netting (E) (Level 1) Inputs (Level 2) (Level 3)
Millions
PSEG
Assets:
Cash Equivalents (A) $ 365 $ — $ 36 $ — 3 =
Derivative Contracts:
Energy-Related Contracts (B) $ AL (517) $ — 3 774 $ 38
Interest Rate Swaps (C) $ 22 $ — 3 — % 22 $ —
NDT Fund (D)
Equity Securities $ 897 $ — $ 89€ $ 1 3 —
Debt Securities—Govt Obligations $ 438 $ — 3 — 3 438 $ —
Debt Securities—Other $ 33¢ % — $ — $ 33¢ % —
Other Securities $ 106 $ — 3 10€ $ — % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 23 $ — $ 23 % — $ —
Debt Securities—Govt Obligations $ 91 $ — 3 — 3 91 $ —
Debt Securities—Other $ 75 % — $ — $ 75 $ —
Other Securities $ 2 $ — % — % 2 $ —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (165 $ 541 $ — 3 (70%) ¢ (@)
PSE&G
Assets:
Cash Equivalents (A) $ 294 $ — $ 294 $ — 3 =
Derivative Contracts:
Energy Related Contracts (B) $ 26 % — 3 — 3 — 3 26
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 § — $ 5 $% — 3 —
Debt Securities—Govt Obligations $ 2C $ — 3 — % 20 $ —
Debt Securities—Other $ 16 $ — $ — $ 16 $ —
Other Securities $ — % — % — % — 3 —
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 26¢ % (517) $ — 3 774 $ 12
NDT Fund (D)
Equity Securities $ 897 $ — $ 89€ $ 1 $ =
Debt Securities—Govt Obligations $ 43¢ 3 — ¢ — 3 43¢ 3 —
Debt Securities—Other $ 33¢ % — % —  $ 33¢ $ —
Other Securities $ 10€ % —  $ 10€ $ — $ —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — $ 5 % — 3 =
Debt Securities—Govt Obligations $ 21 % — ¢ — 3 21 % —
Debt Securities—Other $ 18 3 — % —  $ 18 $ —
Other Securities $ 1 8 —  $ — $ 1 % —
Liabilities:




Derivative Contracts:
Energy-Related Contracts (B) $ (165 $ 541 $ —  $ (705 % (1)
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Recurring Fair Value Measurements as of December 32013
Quoted Market o Significant
Prices for Significant Other  ynobservable
Identical Assets Observable Inputs
Description Total Netting (E) (Level 1) Inputs (Level 2) (Level 3)
Millions
PSEG
Assets:
Cash Equivalents (A) $ 43¢ 3 — $ 43¢ % — $ —
Derivative Contracts:
Energy-Related Contracts (B) $ 22: % (349 $ — 3 474 $ 98
Interest Rate Swaps (C) $ 38 3 — ¢ — 3 38 3 —
NDT Fund (D)
Equity Securities $ 897 $ — $ 89z $ 5 $ —
Debt Securities—Govt Obligations $ 42¢  $ — 3 — 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 — 3 107 $ —
Debt Securities—Other $ 4€ $ — % —  $ 46 $ —
Other Securities $ 3 3 — $ — $ 3 % —
Liabilities:
Derivative Contracts:
Energy-Related Contracts (B) $ (107 $ 351 $ — 3 (448 $ (20
PSE&G
Assets:
Derivative Contracts:
Energy Related Contracts (B) $ 94 $ — ¢ — $ — 3 94
Rabbi Trust (D)
Equity Securities—Mutual Funds $ 5 % — $ 5 % — 3 =
Debt Securities—Govt Obligations $ 25 $ — ¢ — 3 25 3 —
Debt Securities—Other $ 11 % — % — % 11 $ —
Other Securities $ 1 3 — % — 1 3 —
Power
Assets:
Derivative Contracts:
Energy-Related Contracts (B) $ 12¢ % (349 ¢ — 3 474 % 4
NDT Fund (D)
Equity Securities $ 897 $ — $ 89z $ 5 3% —
Debt Securities—Govt Obligations $ 42¢  $ — 3 — 3 42¢  $ —
Debt Securities—Other $ 291 $ — ¢ — 3 291 % —
Other Securities $ 84 % —  $ 57 % 27 % —
Rabbi Trust (D)
Equity Securities—Mutual Funds $ $ — ¢ 5 $% — 3 —
Debt Securities—Govt Obligations $ 23 % — 3 — 3 23 $ —
Debt Securities—Other $ 1C $ — ¢ — 3 10 $ —
Other Securities $ 1 8 —  $ — $ 1 % —
Liabilities:
Derivative Contracts




Energy-Related Contracts (B) $ (107) $ 351 $ — $ (44¢) $ (10

(A) Represents money market mutual fu

(B) Level 2—Fair values for energy-related contsaare obtained primarily using a market-basedagair. Most derivative contracts
(forward purchase or sale contracts and swaps)awed using the average of the bid/ask midponus fmultiple broker or dealer
guotes or auction prices. Prices used in the vialuatrocess are also
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corroborated independently by management to deterthiat values are based on actual transactiorodatathe absence of
transactions, bid and offers for the day. Examplay include certain exchange and non-exchangedreajgacity and electricity
contracts and natural gas physical or swap costizded on market prices, basis adjustments aed mtbmiums where adjustments
and premiums are not considered significant tatrerall inputs.

Level 3—For energy-related contracts, which inclotEre complex agreements where limited observalplets or pricing
information are available, modeling techniqgueseamployed using assumptions reflective of contrddrans, current market rates,
forward price curves, discount rates and risk fis;tas applicable. Fair values of other energyrecig may be based on broker
guotes that we cannot corroborate with actual ntdrkasaction data.

© Interest rate swaps are valued using quotieegpon commonly quoted intervals, which are intéafed for periods different than the
guoted intervals, as inputs to a market valuatiodeh Market inputs can generally be verified armtiei selection does not involve
significant management judgment.

(D) The NDT Fund maintains investments in variegsity and fixed income securities classified agfiable for sale.” The Rabbi Trust
maintains investments in an S&P 500 index fund\aribus fixed income securities classified as “tlde for sale. These securitie
are generally valued with prices that are eith@harge provided (equity securities) or market tatisns for comparable securities
and/or broker quotes (fixed income securities).

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

Level 2—NDT and Rabbi Trust fixed income securiges limited to investment grade corporate bondslmited States
Treasury obligations or Federal Agency asset-baskedrities with a wide range of maturities. Sintny 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 asribst recent exchange price or quoted bid for sirségurities. Market-
based standard inputs typically include benchméaekdy, reported trades, broker/dealer quotes auebisspreads. Certain
short-term investments are valued using observahl&et prices or market parameters such as tinmeatioxity, coupon rate,
quality rating and current yield.

(E) Represents the netting of fair value balamads the same counterparty (where the right ofetfesxists) and the application of
collateral. All cash collateral received or postieat has been allocated to derivative positiongralthe right of offset exists, has
been offset in the Consolidated Balance SheetfAsoember 31, 2014 , net cash collateral (recgipad of $24 million was
netted against the corresponding net derivativéraonpositions. Of the $24 million of cash collateas of December 31, 2014 ,
$(12) million was netted against assets, and $36mivas netted against liabilities. As of DecemBg&, 2013, net cash collateral
(received) paid of $2 million was netted againstt¢brresponding net derivative contract positi@fsthe $2 millionof cash collater:
as of December 31, 2013, $(3) million was netteairegy assets and $5 million was netted againstitiab.

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 indiafprice quotations for contracts with tenors
that extend into periods with no observable pricingnstances where observable data is unavajlablesideration is given to the assumptions
that market participants would use in valuing theed or liability. This includes assumptions 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 purpose&®$onsiders credit and nonperformance risk invéileation of derivative contracts
categorized in Levels 2 and 3, including both histd and current market data, in its assessmeateaafit and nonperformance risk by
counterparty. The impacts of credit and nonperforreaisk were not material to the financial statetse

For PSE&G and Power, natural gas supply contraetsn@asured at fair value using modeling technigaiéag into account the current price
of natural gas adjusted for appropriate risk fagtas applicable, and internal assumptions abansportation costs, and accordingly, the fair
value measurements are classified in Level 3. BareP, in general, electric swaps are measuredratdaie based on at least two pricing
inputs, the underlying price of electricity at quid reference point and the basis difference betvadectricity prices at the liquid reference
point and electricity prices at the respectivedsly locations. To

145




Table of Contents
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

the extent the basis component is based on a dingker quote and is significant to the fair vatiiehe electric swap, it is categorized as Leve
3. The fair value of Power's electric load contsantwhich load consumption may change hourly basedemand are measured using certain
unobservable inputs, such as historic load vartgtihd, accordingly, are categorized as Leveld.Fower, long-term electric capacity
contracts are measured using capacity auctiongritthe fair value for the unobservable tenasigmnificant, then the entire capacity contrac
categorized as Level 3. For additional informatee Note 12. Commitments and Contingent Liabiliti€ke following tables provide detail
surrounding significant Level 3 valuations as otBmber 31, 2014 and 2013 .

Quantitative Information About Level 3 Fair Value M easurements
Significant
Fair Value as of Valuation Unobservable
Commaodity Level 3 Position December 31, 2014  Technique(s) Input Range
Assets  (Liabilities)
Millions
PSE&G
Discounted Transportation $0.70 to
Gas Forward Contracts $ 26 % — Cash Flow Costs $1/dekatherm
Total PSE&G $ 26 $ —
Power
Electricity Discounted Historic Load
Electric Load Contracts $ 12 $ (1) Cash flow Variability 0% to +10%
Other Various (A) — —
Total Power $ 12 % (2)
Total PSEG $ 38 $ 1)
Quantitative Information About Level 3 Fair Value M easurements
Fair Value as of Valuation Significant
Commaodity Level 3 Position December 31, 2013 Technique(s) Unobservable Input Range
Assets (Liabilities)
Millions
PSE&G
Discounted $0.70 to
Gas Forward Contrac $ 94 $ = Cash Flow Transportation Cos' $1/dekatherm
Total PSE&G $ 94 % —
Power
Discounted $0 to
Electricity Electric Swaps $ 3 8 (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 (1)
Total Power $ 4 % (10)
Total PSEG $ 98 $ (10)
(A) Includes gas supply positions and long-terat&lc capacity positions which were immateriabd®ecember 31, 2014
(B) Includes gas supply positions which were imemiat as of December 31, 2013

Significant unobservable inputs listed above wddge a direct impact on the fair values of the abdosvel 3 instruments if they were
adjusted. For gas supply contracts where PSE&Gs@dler, an increase in gas transportation costdhioarease the fair value. For energy-
related contracts in cases where Power is a sefiéncrease in either the power basis or the Vaaidbility or the longer-term gas basis
amounts would decrease the fair value.
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A reconciliation of the beginning and ending bakmof Level 3 derivative contracts and securitigstie years ended December 31, 2014 an
2013, respectively, follows:

Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Year Ended December 31, 2014

Total Gains or (Losses)
Realized/Unrealized
Included in
Regulatory Issuances Transfers Balance as of
Balance as of Included in Assets/ Purchases, (Settlements) In (Out) December 31,
Description January 1, 2014 Income (A) Liabilities (B) (Sales) © (D) 2014
Millions
PSEG
Net Derivative
Assets
(Liabilities) $ 88 $ 31 $ (68) $ — $ 51 $ 3 9 37
PSE&G
Net Derivative
Assets
(Liabilities) $ 94 3 — 3 (68) $ —  $ — 3 —  $ 26
Power
Net Derivative
Assets
(Liabilities) $ 6) $ (31 $ — $ — $ 51 $ 3 9 11
Changes in Level 3 Assets and (Liabilities) Measudeat Fair Value on a Recurring Basis
for the Year Ended December 31, 2013
Total Gains or (Losses)
Realized/Unrealized
Included in
Regulatory Issuances Transfers Balance as of
Balance as of Included in Assets/ Purchases, (Settlements) In (Out) December 31,
Description January 1, 2013 Income (A) Liabilities (B) (Sales) © (D) 2013
Millions
PSEG
Net Derivative
Assets
(Liabilities) $ 3) $ 27 $ 134 % — 3 8 ¢ 4 3 88
PSE&G
Net Derivative
Assets
(Liabilities) $ (400 $ — $ 134 % —  $ —  $ —  $ 94
Power
Net Derivative
Assets
(Liabilities) $ 9 % 27 $ — 3 — 3 8 $ 4 3 (6)

(A) PSEG’s and Power’s gains and losses attritt@ta@bchanges in net derivative assets and lia@slinclude $(31) million and $(27)
million in Operating Income in 2014 and 2013 , exdjvely. Of the $(31) million in Operating Incorme2014 , $22 million is
unrealized. Of the $(27) million in Operating Incein 2013 , $(19) million is unrealized.

(B) Mainly includes gains/losses on PSE&G's defivacontracts that are not included in either #ays or Accumulated Other
Comprehensive Income (Loss), as they are defeg@dRegulatory Asset/Liability and are expectedew@ecovered from/returned to
PSE&G’s customers.
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© Represents $51 million and $8 million in s&tients for derivative contracts in 2014 and 20E3pectively

(D) During the years ended December 31, 2014 848 2$(3) million and $4 million , respectivelyf, et derivatives assets/liabilities
were transferred from Level 3 to Level 2 due to enalbservable pricing for the underlying securitiese transfers were recognized
as of the beginning of the quarters (i.e. the quantwhich the transfers occurred), as per PSpGlisy.

As of December 31, 2014 , PSEG carried $2.5 biltibnet assets that are measured at fair valuereawaring basis, of which $37 million of
net assets were measured using unobservable impditslassified as Level 3 within the fair valueraiehy.

As of December 31, 2013, PSEG carried $2.5 biltibnet assets that are measured at fair valuereouaring basis, of which $88 million of
net assets were measured using unobservable mpditslassified as Level 3 within the fair valueraiehy.

Non-recurring Fair Value Measurements

During the fourth quarter of 2014 , an assessmirgooverability was triggered for two commerciaeal estate properties located in Ohio and
Michigan. As a result of the evaluation, Energy diiofjs recorded a pre-tax impairment of $14 millgmich is included in Operating Revent
in PSEG's Consolidated Statement of Operationghferyear ended December 31, 2014 . The remainirggiment in these properties of $9
million is carried as a nonrecurring fair value measuremetgrmined using an income approach valuatiomigake (cash flow analyses) alc
with bids received as part of a marketing initiatifhis technique relied on significant unobsergaiputs and is considered a Level 3
measurement within the fair value hierarchy.

Note 17. Stock Based Compensation

PSEG's Amended and Restated 2004 Long-Term IneeRtan (LTIP) is a broad-based equity compensatiogram that provides for grants
of various long-term incentive compensation awasdsh as stock options, stock appreciation rigiggformance share units, restricted stock,
restricted stock units, cash awards or any comioim@hereof. The types of long-term incentive aveaiftht have been granted and remain
outstanding under the LTIP are non-qualified ogitmpurchase shares of PSEG's common stockcteststock awards, restricted stock unit
awards and performance share unit awards. Thedfypguity award that is granted and the detaildhaf award may vary from time to time ¢
is subject to the approval of the Organization @othpensation Committee of PSEG's Board of Diredof3C), the plan's administrative
committee.

The LTIP currently provides for the issuance ofiggawards with respect to approximately 16 millgtmares of common stock. As of
December 31, 2014 , there were approximately 1Bomishares available for future awards under tihePL

Stock Options

Under the LTIP, nomualified options to acquire shares of PSEG comatook may be granted to officers and other key eygas selected k
the OCC. Option awards are granted with an exeqrise equal to the market price of PSEG's comntocksat the grant date. The options
generally vest over four years of continuous servitesting schedules may be accelerated upon thereace of certain events, such as a
change-in-control (unless substituted with an goantard of equal value), retirement, death or diggbOptions are exercisable over a period
of time designated by the OCC (but not prior to pear or longer than ten years from the date afitfy@nd are subject to such other terms anc
conditions as the OCC determines. Payment by opibbehers upon exercise of an option may be madash or, with the consent of the OCC,
by delivering previously acquired shares of PSE@mon stock.

Restricted Stock

Under the LTIP, PSEG has granted restricted staekds to officers and other key employees. Theaeeshare subject to risk of forfeiture
until vested by continued employment. Restricteglsgenerally vests annually over three or fourgglbut is considered outstanding at the
time of grant, as the recipients are entitled tadd¢inds and voting rights. Vesting may be accederapon certain events, such as change-in-
control (unless substituted with an equity awaréaifial value), retirement, death or disability.

Restricted Stock Units

Under the LTIP, PSEG has granted restricted stodkawards to officers and other key employees séhamvards, which are bookkeeping
entries only, are subject to risk of forfeitureilmésted by continued employment. Until vestea, timits are credited with dividend equivalents
proportionate to the dividends paid on PSEG comstock. Distributions are made in shares of comntocks The restricted stock unit grants
for 2014 and 2013 generally vest at the end oftlyears. Vesting may be accelerated upon certaéntgsuch as change-in-control or death.
Prior to 2011, restricted stock unit grants gemgradsted over four years.
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Performance Share Units

Under the LTIP, PSEG has granted performance shateto officers and other key employees. Thesgige for payment in shares of PSEG
common stock based on achievement of certain finhgoals over a three -year performance perioé. @dyout varies from 0% to 2008bthe
number of performance units granted depending d@Sperformance with respect to certain finan@iadets, including targets related to
comparative performance against other companiagiger group of energy companies. The performamae sinits are credited with dividend
equivalents in an amount equal to dividends pai@®8EG common stock up until the shares are diséiibvVesting may be pro-rated for the
employee's service during the performance periarasult of certain events, such as change-inrgofunless substituted with an equity
award of equal value), retirement, death or diggbil

Stock-Based Compensation

All outstanding unvested stock options are beingeased based on their grant date fair values, whérke determined using the Black-Scholes
option-pricing model. Stock option awards are exgeihon a tranche-specific basis over the requgsiteice period of the award. Ultimately,
compensation expense for stock options is recodrfmeawards that vest.

PSEG recognizes compensation expense for reststtell and restricted stock units over the vegtieigod based on the grant date fair value
of the shares, which is equal to the market prfd@SEG's common stock on the date of the grant.

PSEG recognizes compensation expense for thestuaatholder return target for its performance shaieawards based on the grant date fair
values of the award, which are determined usindvtbete Carlo model. The accrual of compensation isasased on the probable achiever

of the performance conditions, which result in gqaa from 0% to 200% of the initial grant. PSEGaggizes compensation expense for the
return on invested capital target for its perforg®ehare units based on the grant date fair vdltlre@wards, which is equal to the market
price of PSEG’s common stock on the date of thatgihe accrual during the year of grant is estadatt 100% of the original grant. Such
accrual may be adjusted to reflect the actual anéco

2014 2013 2012
Millions
Compensation Cost included in Operation and Maartea Expense $ 32 % 32 % 25
Income Tax Benefit Recognized in Consolidated 8tat& of Operations $ 13 % 13 % 1C

There was no excess tax benefit for 2014 and 20h&re was less than $1 million of excess tax bnfefr 2012 .

PSEG recognizes compensation cost of awards isstexdhe shorter of the original vesting periodh@ period beginning on the date of grant
and ending on the date an individual is eligiblertirement and the award vests.

Stock Options
Changes in stock options for 2014 are summarizédllasvs:

Weighted Weighted Average
Average Exercise Remaining Years Aggregate

Options Price Contractual Term Intrinsic Value
Outstanding as of January 1, 2014 2,615,161 $ 34.4:%
Exercised 519.25( % 30.5]
Canceled/Forfeited 20,06¢ % 39.8¢
Outstanding as of December 31, 2014 2,075,851 $ 35.3¢ 3.8 $ 15,016,88
Exercisable at December 31, 2014 2,075,851 % 35.3¢ 38 $ 15,016,88

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidoipy model. There were no option grants
in 2014 , 2013 and 2012 .
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Activity for options exercised for the years end®tember 31, 2014 , 2013 and 2012 is shown below:

2014 2013 2012
Millions
Total Intrinsic Value of Options Exercised $ 4 $ 1 $ 4
Cash Received from Options Exercised $ 16 $ 7 % 7
Tax Benefit Realized from Options Exercised $ — 3 — 3 1

No options were vested during the year erDecember 31, 2014 . Less than one million optiested during each of the years ended
December 31, 2013 and 2012 . The total fair vafu@@stock options vested during the years endszeber 31, 2013 and 2012 was $1
million and $3 million , respectively.

Restricted Stock
Changes in restricted stock for the year ended mbee 31, 2014 are summarized as follows:

Weighted Weighted Average
Average Grant Remaining Years Aggregate
Shares Date Fair Value Contractual Term Intrinsic Value
Non-vested as of January 1, 2014 8,80 $ 30.1¢
Vested 8,80C % 30.1¢
Non-vested as of December 31, 2014 — % — 0% —

There were no restricted stock awards granted 14 2@013 and 2012 .

The total intrinsic value of restricted stock vektieiring the years ended December 31, 2014 , 204 2@12 was $2 million , $2 million and $1
million , respectively.

Restricted Stock Units
Changes in restricted stock units for the year éridlecember 31, 2014 are summarized as follows:

Weighted Weighted Average
Average Grant Remaining Years Aggregate

Shares Date Fair Value Contractual Term Intrinsic Value
Non-vested as of January 1, 2014 1,047,56¢ $ 31.3(
Granted 356,24( % 35.1¢
Vested 32550 $ 31.57
Canceled/Forfeited 9,27¢ % 33.9¢
Non-vested as of December 31, 2014 1,069,02 $ 32.4¢ 11 % 44,268,49

The weighted average grant date fair value persfoarestricted stock during the years ended Déesr@l, 2014 , 2013 and 2012 was $35.1¢
$31.41 and $30.95 per share, respectively.

The total intrinsic value of restricted stock uniested during the years ended December 31, 2P0#3 and 2012 was $12 million , $4 million
and $5 million , respectively.

As of December 31, 2014 , there was approximatglsn#lion of unrecognized compensation cost relatethe restricted stock units, which is
expected to be recognized over a weighted averagedoof one year. Dividend equivalents units 0j648 accrued on the restricted stock unit:
during the year.
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Performance Share Units
Changes in performance share units for the yeagceBetcember 31, 2014 are summarized as follows:

Weighted
Average Weighted Average
Grant Date Remaining Years Aggregate
Shares Fair Value Contractual Term Intrinsic Value

Non-vested as of January 1, 2014 802,11¢ $ 33.2¢
Granted 358,26! $ 38.9¢
Vested 382,50: $ 31.2¢
Canceled/Forfeited 12,24¢  $ 36.4¢
Non-vested as of December 31, 2014 765,63. $ 36.8¢ 15 $ 31,704,86

The weighted average grant date fair value persfoamperformance share units during the yearseébBaeember 31, 2014 , 2013 and 2012
was $38.94 , $35.07 and $31.25 per share, resphcti

The total intrinsic value of performance sharesmésted during the year ended December 31, 28043 and 2012 was $6 millior$5 million
and $4 million , respectively.

As of December 31, 2014 , there was approximateflyfiillion of unrecognized compensation cost reldtethe performance share units,
which is expected to be recognized over a weigatedlage period of one year. Dividend equivalenits i 45,779 accrued on the
performance share units during the year.

Outside Directors

Under the Directors Equity Plan, annually, on tingt business day of May, each non-employee memtiie Board of Directors is awarded
stock units based on amount of annual compenstttiba paid at the closing price of PSEG commonkstaocthat date. Dividend equivalents
are credited quarterly and distributions will conmoe upon the director leaving the Board as spekifiehim/her in accordance with the
provisions of the plan.

The fair value of these awards is recorded as cosgimn expense in the Consolidated Statementpefafions. Compensation expense fol
plan for each of the years ended December 31, 20043 and 2012 was approximately $1 million .

Employee Stock Purchase Plan (ESPP)

PSEG maintains an ESPP for all eligible employdd3SEG and its subsidiaries. Under the ESPP, slodf@RSEG common stock may be
purchased at 95% of the fair market value for repméed employees and 90% for non-represented eagddiirough payroll deductions.
Dividends will be reinvested for all employees 8%®of the fair market price unless the participaetts to receive a cash dividend. All
employees are required to hold the shares purchambat the ESPP for at least three months fronptinehase date. In any year, employees
may purchase shares having a value not exceeddbgoitheir base pay.

During the years ended December 31, 2014 , 2012@b8 , employees purchased 207,248 shares, 258h18s and 191,572 shares at an
average price of $36.07 , $30.57 and $31.32 peeshespectively. As of December 31, 2014 , 3.6ionilshares were available for future
issuance under this plan.
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Note 18. Other Income and Deductions

Consolidated
Other Income PSE&G Power Other (A) Total

Year Ended December 31, 2014

NDT Fund Gains, Interest, Dividend and Other Income $ — 21¢ % — 21¢
Allowance for Funds Used During Construction 31 — — 31
Solar Loan Interest 24 — — 24
Other 6 3 7 1€
Total Other Income $ 61 $ 22z % 7 $ 29C
Year Ended December 31, 2013
NDT Fund Gains, Interest, Dividend and Other Income $ — 152 $ — 152
Allowance for Funds Used During Construction 24 — — 24
Solar Loan Interest 23 — — 23
Other 7 2 5 14
Total Other Income $ 54 % 154 $ 5 $ 21z
Year Ended December 31, 2012
NDT Fund Gains, Interest, Dividend and Other Income $ — 194 $ — 194
Allowance for Funds Used During Construction 23 — — 23
Solar Loan Interest 18 — — 18
Other 11 7 7 25
Total Other Income $ 52 $ 201 $ 7 $ 26(

Consolidated
Other Deductions PSE&G Power Other (A) Total

Year Ended December 31, 2014

NDT Fund Realized Losses and Expense $ — 3 31 ¢ — 3 31
Other 3 21 6 30
Total Other Deductions $ 3 $ 52 % 6 $ 61
Year Ended December 31, 2013
NDT Fund Realized Losses and Expense $ — 3 34 $ — 3 34
Other 3 15 2 20
Total Other Deductions $ 3 % 49 % 2 % 54
Year Ended December 31, 2012
NDT Fund Realized Losses and Expense $ — 3 58 $ — 3 58
Loss on Early Extinguishment of Debt — 15 — 15
Other 5 17 3 25
Total Other Deductions $ 5 % 9 % 3 3% 98
(A) Other primarily consists of activity at PSE&s(parent company), Energy Holdings, Services i@teiddompany eliminations.
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Note 19. Income Taxes

A reconciliation of reported income tax expenseA8EG with the amount computed by multiplying peihcome by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,

PSEG 2014 2013 2012
Millions
Net Income $ 1,51¢ % 1,24 % 1,27¢

Income Taxes:
Operating Income:
Current Expense:

Federal $ 33§ 487 % (204)
State 58 42 )
Total Current 393 52¢ (20€)
Deferred Expense:
Federal 262 147 75€
State 26C 11€ 12t
Total Deferred 522 26& 88:<
Investment Tax Credit (ITC) 23 18 59
Total Income Taxes $ 93¢t % 81z $ 73€
Pre-Tax Income $ 245¢ % 2,058 % 2,011
Tax Computed at Statutory Rate @ 35% $ 86C $ 71¢  $ 704
Increase (Decrease) Attributable to Flow-ThrougEeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 14t 10¢€ 11t
Uncertain Tax Positions (9 10 4
Manufacturing Deduction (16) 9 —
NDT Fund 14 12 10
Plant-Related Items (13 (14 (5)
Tax Credits 19 9 (20
Audit Settlement (12 — (72)
Other a7 (5) (11)
Sub-Total 78 93 32
Total Income Tax Provision $ 93¢t % 81z $ 73¢€
Effective Income Tax Rate 38.2% 39.5% 36.6%
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The following is an analysis of deferred incomessafor PSEG:

As of December 31,
PSEG 2014 2013
Millions
Deferred Income Taxes
Assets:
Current (net) $ 11 % 24
Noncurrent
OPEB $ 26¢ $ 28C
Related to Uncertain Tax Position 16C 201
Securitization-Overcollection 55 —
Accumulated Other Comprehensive Income (Loss) — 3
Other — 124
Total Noncurrent Assets $ 484 % 60¢
Total Assets $ 49t $ 632
Liabilities:
Current (net)
Securitization $ 163 $ —
Other $ 10 $ —
Total Current Liabilities (net) $ 172 $ —
Noncurrent:
Plant-Related Items $ 542: $ 4,86¢
New Jersey Corporate Business Tax 53¢ 534
Securitization — 27¢
Leasing Activities 623 63¢
Pension Costs 21¢ 28¢
AROs and NDT Fund 41¢ 522
Taxes Recoverable Through Future Rate (net) 19¢ 181
Other 24C 293
Total Noncurrent Liabilities $ 7,65¢ $ 7,60z
Total Liabilities $ 7,821 % 7,60z
Summary of Accumulated Deferred Income Taxes:
Net Current Deferred Income Tax Assets $ 11 % 24
Net Current Deferred Income Tax Liabilities $ 172 % —
Net Noncurrent Deferred Income Tax Liabilities $ 7.17C % 6,99/
ITC 13z 112
Net Total Noncurrent Deferred Income Taxes and ITC $ 7,302 % 7,107

The deferred tax effect of certain assets andliiisi are presented in the table above net ofldferred tax effect associated with the
respective regulatory deferrals. Also, the defetaadeffect of AROs are presented net of the defetax effect of the associated funding of
those obligations.
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A reconciliation of reported income tax expenseR8E&G with the amount computed by multiplying pe&-income by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,
PSE&G 2014 2013 2012
Millions
Net Income $ 728 % 61z $ 52¢
Income Taxes:
Operating Income:
Current Expense:

Federal $ 124 % 18 % (217)
State 16 — 9
Total Current 14C 18¢ (208)
Deferred Expense:
Federal 214 101 40¢
State 84 92 83
Total Deferred 29¢ 19z 492
ITC 11 5 23
Total Income Taxes $ 44¢ % 381 % 307
Pre-Tax Income $ 1,172 $ 99: % 83t
Tax Computed at Statutory Rate @ 35% $ 411 % 34 3 292
Increase (Decrease) Attributable to Flow-ThrougiCeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 65 58 52
Uncertain Tax Positions — — 7
Plant-Related Items (13 (14) 4
Tax Credits @) (6) ©)]
Audit Settlement 1 — (32)
Other 8) (6) (6)
Sub-Total 38 33 15
Total Income Tax Provision $ 44¢ % 381 % 307

Effective Income Tax Rate 38.2% 38.4% 36.%
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The following is an analysis of deferred incomesafor PSE&G:

As of December 31,
PSE&G 2014 2013
Millions
Deferred Income Taxes
Assets:
Current (net) $ 24 3 1€
Noncurrent:
OPEB $ 17 $ 182
Securitization-Overcollection 55 —
Total Noncurrent Assets $ 226 % 182
Total Assets $ 25z % 19¢
Liabilities:
Current (net)
Securitization $ 162 $ —
Other 2 3C
Total Current Liabilities (net) $ 165 $ 3C
Noncurrent:
Plant-Related Items $ 3,86¢ $ 3,43¢
New Jersey Corporate Business Tax 26¢ 34C
Securitization — 27¢
Conservation Costs 48 52
Pension Costs 26¢ 171
Taxes Recoverable Through Future Rate (net) 19€ 181
Other 84 68
Total Noncurrent Liabilities $ 4732 % 4,53(
Total Liabilities $ 489¢ $ 4,56(
Summary of Accumulated Deferred Income Taxes:
Net Current Deferred Income Tax Assets $ 24 $ 16
Net Current Deferred Income Tax Liabilities $ 165 $ 3C
Net Noncurrent Deferred Income Tax Liabilities $ 4506 $ 4,34¢
ITC 69 58
Net Total Noncurrent Deferred Income Taxes and ITC $ 4578 % 4,40¢

The deferred tax effect of certain assets andliiedsi are presented in the table above net ofidferred tax effect associated with the respe
regulatory deferrals.
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A reconciliation of reported income tax expenseFower with the amount computed by multiplying pag-income by the statutory federal
income tax rate of 35% is as follows:

Years Ended December 31,
Power 2014 2013 2012
Millions
Net Income $ 76C % 644 $ 66€
Income Taxes:

Operating Income:
Current Expense:

Federal $ 231 % 26z $ 3C
State 3¢ 40 51
Total Current 27C 30z 81
Deferred Expense:
Federal 163 69 27¢
State 48 35 37
Total Deferred 211 104 31¢
ITC 1C 13 3€
Total Income Taxes $ 491 % 41¢ % 43¢
Pre-Tax Income $ 1,251 % 1,06: % 1,09¢
Tax Computed at Statutory Rate @ 35% $ 43¢ $ 37z $ 38t
Increase (Decrease) Attributable to Flow-ThrougiCeftain Tax
Adjustments:
State Income Taxes (net of federal income tax) 58 51 55
Manufacturing Deduction (a6 (20 —
NDT Fund 15 12 1C
Tax Credits (6) 2 @)
Uncertain Tax Positions 8 3 (6)
Audit Settlement 4) — Q)
Other 14 (7) (©)]
Sub-Total 53 47 48
Total Income Tax Provision $ 491 % 41¢ % 43¢
Effective Income Tax Rate 39.2% 39.4% 39.2%
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The following is an analysis of deferred incomeeafor Power:

As of December 31,
Power 2014 2013
Millions
Deferred Income Taxes
Assets:
Current $ — 30
Noncurrent:
Pension Costs $ 52 % —
Contractual Liabilities & Environmental Costs 18 35
Related to Uncertain Tax Positions 23 32
Other 70 91
Total Noncurrent Assets $ 162 $ 15¢
Total Assets $ 16z % 18¢
Liabilities:
Current (net) $ 43 % —
Noncurrent:
Plant-Related Items $ 1552 $ 1,41¢
New Jersey Corporate Business Tax 192 81
Pension Costs — 77
AROs and NDT Fund 42C 522
Accumulated Other Comprehensive Income (Loss) — 2
Other — 36
Total Noncurrent Liabilities $ 2,16¢ % 2,13¢
Total Liabilities $ 2,207 $ 2,13¢
Summary of Accumulated Deferred Income Taxes:
Net Current Deferred Income Tax Assets $ — 30
Net Current Deferred Income Tax Liabilities $ 43 $ —
Net Noncurrent Deferred Income Tax Liabilities $ 2,001 $ 1,977
ITC 64 54
Net Total Noncurrent Deferred Income Taxes and ITC $ 2,06 $ 2,031

In the above table, the deferred tax effect of tagtwement obligations are presented net of #ferded tax effect of the associated funding of
those obligations.

As of December 31, 2014 , PSEG had a federal retating loss (NOL) carryforward of $243 millioThe loss was generated in 2012 and
expire in 2033. PSEG believes that it is more-{ikilan-not that the federal benefit from the NOLL we realized.

PSEG, PSE&G and Power each provide deferred taxhe anacted statutory tax rate for all tempodifferences between the financial
statement carrying amounts and the tax bases stirgxiassets and liabilities irrespective of tatment for rate-making purposes.
Management believes that it is probable that tlvemalated tax benefits that previously have beeatéd as a flow-through item to PSE&G
customers will be recovered from or refunded to & customers in the future. These amounts weterdéned using the enacted federal
income tax rate of 35% and state income tax ra@®of For additional information, see Note 5. Ratpriy Assets and Liabilities .

On August 11, 2014, PSEG received notice from i that the audit settlement covering tax yeard 208bugh 2010 had been approved by
the Joint Committee on Taxation. This effectivedjties all issues with the IRS through 2010. Ont&aper 9, 2014, PSEG received refunds
from the IRS totaling $121 million , representihg thet settlement of all disputed amounts, inclgdiiterest, through the tax year 2010. As a
result of the settlement of this audit, PSEG reedrd $12 million reduction of tax expense in thartgr ended September 30, 2014.

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 improrgitde
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property, as well as rules for materials and s@splimplementation of these regulations did noehaw material impact on PSEG's and its
subsidiaries’ results of operations, financial dtind or cash flows.

The Tax Relief, Unemployment Insurance Reauthddmatind Job Creation Act of 2010 included a priovisnaking qualified property placed
into service after September 8, 2010 and beforealsrl, 2012, eligible for 100% bonus depreciafmrtax purposes. In addition, qualified
property placed into service in 2012 was eligime30% bonus depreciation for tax purposes. Therkae Taxpayer Relief Act of 2012
extended the 50% bonus depreciation rules for fig@lproperty placed into service before Januard0lL4. In addition, long production
property placed into service in 2014 is eligible 56%bonus depreciation for tax purposes. On Decemhe2d®4, the Tax Increase Preven
Act of 2014 was enacted. This act further exterttiedb0% bonus depreciation rules for qualified propthat was placed into service before
January 1, 2015 and for long production propery thto be placed into service in 2015. Theseipions have generated cash for PSEG,
PSE&G and Power through tax benefits related tatuelerated depreciation. These tax benefits waNg otherwise been received over an
estimated average 20 year period.

PSEG recorded the following amounts related tart®cognized tax benefits, which were primarily poised of amounts recorded for
PSE&G, Power and Energy Holdings:

Energy
2014 PSEG PSE&G Power Holdings
Millions
Total Amount of Unrecognized Tax Benefits as ofulay 1, 2014 $ 47¢ % 20 % 15€¢ $ 11C
Increases as a Result of Positions Taken in a Pedod 82 65 17 —
Decreases as a Result of Positions Taken in a Peinod (290 (92 (80 (18)
Increases as a Result of Positions Taken durin@timeent Period 3C 16 9 5
Decreases as a Result of Positions Taken durinGtinent Period 8 — (8) —
Decreases as a Result of Settlements with Taxirthdkities (6C) (32 (24) 2
Decreases due to Lapses of Applicable Statuternitaiions — — — —
Total Amount of Unrecognized Tax Benefits as of &maber 31, 2014 $ 33z % 165 $ 70 3 95
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (225) (13¢) (52 (39)
Regulatory Asset—Unrecognized Tax Benefits (27) (27) — —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest ad Penalties) $ 8C $ — $ 18 % 60
Energy
2013 PSEG PSE&G Power Holdings
Millions
Total Amount of Unrecognized Tax Benefits as ofulay 1, 2013 $ 40z % 163 $ 134 $ 101
Increases as a Result of Positions Taken in a Pedod 83 39 33 11
Decreases as a Result of Positions Taken in a Peinod (30) 9 (29 2
Increases as a Result of Positions Taken durin@theent Period 23 15 8 —
Decreases as a Result of Positions Taken durinGtinent Period — — — —
Decreases as a Result of Settlements with Taxirthdkities — — — —
Decreases due to Lapses of Applicable Statuternitafions — — — —
Total Amount of Unrecognized Tax Benefits as of &maber 31, 2013 $ 47¢  $ 206 $ 15¢ $ 11C
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (320 a77) (105) (37
Regulatory Asset—Unrecognized Tax Benefits (30 (30 — —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest ad Penalties) $ 126 $ 1 $ 51 % 73
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Energy
2012 PSEG PSE&G Power Holdings
Millions

Total Amount of Unrecognized Tax Benefits as ofulay 1, 2012 $ 82t % 112 $ 121 $ 55¢
Increases as a Result of Positions Taken in a Pedod 92 55 27 9
Decreases as a Result of Positions Taken in a Peinod (79 47 (7) (119
Increases as a Result of Positions Taken durin@theent Period 47 42 3 —
Decreases as a Result of Positions Taken durinGtinent Period — — — —
Decreases as a Result of Settlements with Taxirthdkities (389 — (20 (3449
Decreases due to Lapses of Applicable Statuternitafions — — — —
Total Amount of Unrecognized Tax Benefits as of &maber 31, 2012 $ 40z $ 16 $ 134 % 101
Accumulated Deferred Income Taxes Associated withedognized Tax
Benefits (269) (133) (93 (35
Regulatory Asset—Unrecognized Tax Benefits (30 (30 — —
Total Amount of Unrecognized Tax Benefits that if Rcognized, would
Impact the Effective Tax Rate (including Interest ad Penalties) $ 106 % — $ 41 $ 66

PSEG and its subsidiaries include accrued intamregipenalties related to uncertain tax positiogsired to be recorded, as Income Tax
Expense in the Consolidated Statements of Opemticcumulated interest and penalties that arerdecoon the Consolidated Balance Sheet
on uncertain tax positions were as follows:

Interest and Penalties on Uncertain
Tax Positions
Years Ended December 31,

2014 2013 2012
Millions
PSE&G $ 15 $ 6 $ 1
Power 9 2 2
Energy Holdings 45 44 39
Total $ 69 $ 48 $ 38

It is reasonably possible that total unrecognizeddaenefits will decrease within the next twelventis due to either agreements with various
taxing authorities upon audit or the expiratiortted Statute of Limitations. These potential deagsas
are as follows:

Possible Decrease in Total Unrecognized Over the next
Tax Benefits including Interest 12 Months
Millions
PSEG $ 59
PSE&G $ 2
Power $ 23
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A description of income tax years that remain scttie examination by material jurisdictions, whareexamination has not already concluded
are:

PSEG PSE&G Power
United States
Federal 2011-2013 N/A N/A
New Jersey 2006-2013 2006-2013 N/A
Pennsylvania 2001-2013 2000-2013 N/A
Connecticut 2002-2013 N/A N/A
Texas 2007-2013 N/A N/A
California 2003-2013 N/A N/A
New York 2009-2013 N/A 2009-2013

Note 20. Accumulated Other Comprehensive Income (lss), Net of Tax

PSEG Other Comprehensive Income (Loss)
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 2 21C 91 29¢
Amounts Reclassified from Accumulated Other Compnstive

Income (Loss) (7 37 (36) (6)
Net Current Period Other Comprehensive Income (Loss (9) 247 55 29¢
Balance as of December 31, 2013 $ 2 $ (23¢) $ 145 % (95)
Other Comprehensive Income before Reclassifications 7 (184) 42 (135)
Amounts Reclassified from Accumulated Other Compnretive

Income (Loss) 5 11 (69 (59
Net Current Period Other Comprehensive Income (Loss 12 (173 (27) (18¢)
Balance as of December 31, 2014 $ 10 $ (411) $ 11¢  $ (28%)
Power Other Comprehensive Income (Loss)

Cash Flow Pensionand  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 2 18t 93 27€
Amounts Reclassified from Accumulated Other Compnetive

Income (Loss) (8) 33 (36) 17)
Net Current Period Other Comprehensive Income (Loss (10) 21¢ 57 26E
Balance as of December 31, 2013 $ 1 $ (204 $ 14z % (63)
Other Comprehensive Income before Reclassifications 7 (15€) 3¢ (110
Amounts Reclassified from Accumulated Other Comprstive

Income (Loss) 5 9 (69) (55)
Net Current Period Other Comprehensive Income (Loss 12 (147) (30 (16%)
Balance as of December 31, 2014 $ 11 8 (350) $ 11z % (228)
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PSEG

Description of Amounts Reclassified from

Amounts Reclassified from Accumulated Othe
Comprehensive Income (Loss) to Income
Statement

Year Ended December 31, 2013

Location of Pre-Tax

Description of Amounts Reclassified from

Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 13 % 5) $ 8
Interest Rate Swaps Interest Expense (@D} — Q)
Total Cash Flow Hedges 12 (5) 7
Pension and OPEB Plans
Amortization of Prior Service (Cost) Cred O&M Expense 11 4 7
Amortization of Actuarial Loss O&M Expense (75) 31 (44)
Total Pension and OPEB Plans (64) 27 (37)
Available-for-Sale Securities
Realized Gains Other Income 11€ (59 57
Realized Losses Other Deductions (29 14 (15
Other-Than-Temporary Impairments
(OTTI) OTTI (12 6 (6)
Total Available-for-Sale Securities 75 (39 36
Total $ 23 $ @an % 6
Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss) to Income
PSEG Statement

Year Ended December 31, 2014

Location of Pre-Tax

Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 9 $ 4 3 (5)
Total Cash Flow Hedges 9) 4 (5
Pension and OPEB Plans
Amortization of Prior Service (Cost) Cred O&M Expense 10 4 6
Amortization of Actuarial Loss 0O&M Expense (28) 11 ()]
Total Pension and OPEB Plans (18) 7 (11
Available-for-Sale Securities
Realized Gains Other Income 181 (89) 92
Realized Losses Other Deductions (26) 13 (13
OTTI OTTI (20 10 (10
Total Available-for-Sale Securities 13t (66) 69
Total $ 10€ $ (55 $ 53
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Power

Description of Amounts Reclassified from

Amounts Reclassified from Accumulated Othe
Comprehensive Income (Loss) to Income
Statement

Year Ended December 31, 2013

Location of Pre-Tax

Description of Amounts Reclassified from

Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 13 $ 5) $ 8
Total Cash Flow Hedges 13 (5) 8
Pension and OPEB Plans
Amortization of Prior Service (Cost) Cred O&M Expense 9 4) 5
Amortization of Actuarial Loss O&M Expense (64) 26 (39
Total Pension and OPEB Plans (55) 22 (33
Available-for-Sale Securities
Realized Gains Other Income 112 (57) 55
Realized Losses Other Deductions (26) 13 (13
OTTI OTTI (22 6 (6)
Total Available-for-Sale Securities 74 (39) 36
Total $ 32 $ 2) $ 11
Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss) to Income
Power Statement

Year Ended December 31, 2014

Location of Pre-Tax

Accumulated Other Comprehensive Amount In Statement of Pre-Tax Tax (Expense)  After-Tax
Income (Loss) Operations Amount Benefit Amount
Millions
Cash Flow Hedges
Energy-Related Contracts Operating Revenues $ 9 $ 4 $ (5)
Total Cash Flow Hedges 9) 4 (5
Pension and OPEB Plans
Amortization of Prior Service (Cost) Cred O&M Expense 9 4 5
Amortization of Actuarial Loss O&M Expense (25 11 )|
Total Pension and OPEB Plans (16) 7 (9)
Available-for-Sale Securities
Realized Gains Other Income 17¢ (87) 91
Realized Losses Other Deductions (249 12 (12
OTTI OTTI (20) 10 (20
Total Available-for-Sale Securities 134 (65) 69
Total $ 10 $ (54) $ 55
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Note 21. Earnings Per Share (EPS) and Dividends
EPS

Diluted EPS is calculated by dividing Net Incomethg weighted average number of shares of comnuomk stutstanding, including shares
issuable upon exercise of stock options outstandiingsting of restricted stock awards granted uR&EG's stock compensation plans and
upon payment of performance units or restrictedkstmits. The following table shows the effectluése stock options, performance units and
restricted stock units on the weighted average murabshares outstanding used in calculating dil@&PS:

Years Ended December 31,
2014 2013 2012
Basic Diluted Basic Diluted Basic Diluted
EPS Numerator:
(Millions)
Net Income $ 151¢ $ 151¢ $ 1,24 % 1,24 $ 1,27t $ 1,27t
EPS Denominator:
(Millions)
Weighted Average Common
Shares Outstanding 50¢€ 50¢€ 50¢€ 50€ 50¢€ 50¢€
Effect of Stock Based
Compensation Awards — 2 — 2 — 1
Total Shares 50€ 50¢ 50¢€ 50¢& 50€ 507
EPS:
Net Income $ 3.0 $ 29¢ $ 24¢ % 248 % 252 % 2.51

There were approximately 0.4 million , 1.6 milliand 1.8 million stock options excluded from the gi®ed average common shares used for
diluted EPS due to their antidilutive effect foethears ended December 31, 2014 , 2013 and 2@%peatively. No other stock options had an
antidilutive effect for the years ended December2fiil4 , 2013 or 2012 .

Dividends
Years Ended December 31,
Dividend Payments on Common Stock 2014 2013 2012
Per Share $ 1.4¢ $ 1.4¢ % 1.4z
in Millions $ 748 $ 72¢  $ 71¢€

On February 17, 2015, PSEG's Board of Directorgeygd a $0.39 per share common stock dividendiffitst quarter of 2015.

Note 22. Financial Information by Business Segment

Basis of Organization

PSEG’s operating segments are PSE&G and Poweroférating segments were determined by managemantordance with GAAP. These
segments were determined based on how managemastiras performance based on segment Net Incorfleistrated in the following table
and how it allocates resources to each business.

PSE&G

PSE&G earns revenues from its tariffs, under witighovides electric transmission and electric gad distribution services to residential,
commercial and industrial customers in New Jer$ég. rates charged for electric transmission araladgd by the FERC while the rates
charged for electric and gas distribution are ratpd by the BPU. Revenues are also earned fromadetber activities such as solar
investments, sundry sales, the appliance servisméss, wholesale transmission services and otlseetlaneous services.
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Power

Power earns revenues by selling energy, capacityaanillary services on a wholesale basis undetracito power marketers and to load
serving entities and by bidding energy, capacity ancillary services into the markets for thesalpots. Power also enters into contracts for
energy, capacity, FTRs, gas, emission allowancd#rer energy-related contracts to optimize tHeevaf its portfolio of generating assets
and its electric and gas supply obligations.

Other
This category includes amounts applicable to Enétoigings and PSEG LI, which are below the quatiniéathreshold for separate disclosure
as reportable segments. Other also includes amapptEable to PSEG (parent corporation) and Sesvic

Eliminations Consolidated
PSE&G Power Other (A) Total

Year Ended December 31, 2014

Operating Revenues $ 6,76¢ $ 543¢ §$ 458§ (1,769 10,88t¢
Depreciation and Amortization 90¢€ 292 29 — 1,225
Operating Income (Loss) 1,39: 1,20¢ 21 — 2,62:
Income from Equity Method Investments — 14 Q) — 13
Interest Income 26 1 25 (22 30
Interest Expense 277 12z 12 (22 38¢
Income (Loss) before Income Taxes 1,174 1,251 31 — 2,45¢
Income Tax Expense (Benefit) 44¢ 491 2 — 93¢
Net Income (Loss) 72t 76C 33 — 1,51¢
Gross Additions to Long-Lived Assets $ 2,16¢ $ 62€ $ 30 $ — 2,82(
As of December 31, 2014

Total Assets $ 22220 $ 12,046 $ 2,79¢ % (1,73%) 35,33:
Investments in Equity Method Subsidiaries $ — 3 121 % 2 9 — 3 122

Eliminations Consolidated
PSE&G Power Other (A) Total

Year Ended December 31, 2013

Operating Revenues $ 6,65 $ 5,06: $ 52 $ (1,807) 9,96¢
Depreciation and Amortization 872 273 33 — 1,17¢
Operating Income (Loss) 1,23t 1,07C (6) — 2,29¢
Income from Equity Method Investments — 16 (5) — 11
Interest Income 25 1 25 (22 29
Interest Expense 292 11€ 15 (22 40z
Income (Loss) before Income Taxes 99: 1,06 D — 2,05¢
Income Tax Expense (Benefit) 381 41¢ 12 — 812
Net Income (Loss) 612 644 (13 — 1,24:
Gross Additions to Long-Lived Assets $ 2,17t $ 60 $ 27 $ — 2,811
As of December 31, 2013

Total Assets $ 19,72 $ 12,00 $ 4,02 $ (3,225 32,52;
Investments in Equity Method Subsidiaries $ — 8 12z $ 3 3 — 12€
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Eliminations Consolidated

PSE&G Power Other (A) Total
Year Ended December 31, 2012
Operating Revenues $ 6,62¢ $ 487 $ 105 $ 1,820 $ 9,781
Depreciation and Amortization 77¢ 242 34 — 1,05¢
Operating Income (Loss) 1,08: 1,12 72 — 2,27¢
Income from Equity Method Investments — 15 (©)] — 12
Interest Income 20 3 25 (22) 27
Interest Expense 29t 132 17 (22) 42¢
Income (Loss) before Income Taxes 83t 1,09¢ 77 — 2,011
Income Tax Expense (Benefit) 307 43¢ (4) — 73€
Net Income (Loss) 52¢ 66€ 81 — 1,27¢
Gross Additions to Long-Lived Assets $ 1,77C % 77C % 34 % — 3 2,57¢
As of December 31, 2012
Total Assets $ 19220 $ 11,327 $ 4,161 $ (2,987 $ 31,72t
Investments in Equity Method Subsidiaries $ — 8 128 % 9 4 — ¢ 134
(A) Intercompany eliminations, primarily relateitdercompany transactions between PSE&G and Pdweegains or losses are

recorded on any intercompany transactions; rattiieintercompany transactions are at cost or, énchse of the BGS and BGSS
contracts between PSE&G and Power, at rates pbeschy the BPU. For a further discussion of therzampany transactions
between PSE&G and Power, see Note 23. Related-Pamsactions .

Note 23. Related-Party Transactions

The majority of the following discussion relatesritercompany transactions, which are eliminatedngduthe PSEG consolidation process in
accordance with GAAP.

PSE&G
The financial statements for PSE&G include trarisastwith related parties presented as follows:

Years Ended December 31,

Related Party Transactions 2014 2013 2012
Millions

Expense Billings from Affiliates:

Billings from Power primarily through BGSS and BGYH $ 1,771 $ 1,797 $ 1,80z

Administrative Billings from Services (B) 24¢ 25E 23C

Total Expense Billings from Affiliates $ 2,01¢ $ 2,05 $ 2,032
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Years Ended December 31,
Related Party Transactions 2014 2013
Millions
Payable to Power (A) $ (319 $ (267)
Receivable from (Payable to) Services (B) (66) (73
Receivable from (Payable to) PSEG (C) 274 15C
Accounts Receivable (Payable)—Affiliated Companiesiet $ (10%) $ (190
Working Capital Advances to Services (D) $ 33 % 33
Long-Term Accrued Taxes Receivable (Payable) $ (116) $ (72
Power

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

Years Ended December 31,
Related Party Transactions 2014 2013 2012

Administrative Billings from Services (B) $ 165 $ 17¢  $ 154

Millions
Revenue from Affiliates:
Billings to PSE&G primarily through BGSS and BGS (A) $ 1,771  $ 1,797 $ 1,80z
Expense Billings from Affiliates:

Years Ended December 31,

Related Party Transactions 2014 2013
Millions

Receivables from PSE&G (A) $ CH RS 267
Receivable from (Payable to) Services (B) (23 (32)
Receivable from (Payable to) PSEG (C) (95) 97
Accounts Receivable (Payable)—Affiliated Companiesiet $ 19t % 33¢
Short-Term Loan (to) from Affiliate (Demand Note (to) from PSEG) (E) $ 584 $ 79C
Working Capital Advances to Services (D) $ 17 $ 17
Long-Term Accrued Taxes Receivable (Payable) $ 41 $ (53)

(A)

(B)

©

(D)

PSE&G has entered into a requirements conwibt 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 eneeapacity and
ancillary services to PSE&G through the BGS aucfimtess.

Services provides and bills administrativevgmrs to PSE&G and Power at cost. In addition, PGESad Power have other
payables to Services, including amounts relatexttain common costs, such as pension and OPEB, edsth Services pays on
behalf of each of the operating companies.

PSEG files a consolidated federal income &rn with its affiliated companies. A tax allocatiagreement exists between PSEG
and each of its affiliated companies. The gengpalation of these agreements is that the subsid@npany will compute its
taxable income on a stamdbne basis. If the result is a net tax liabildaych amount shall be paid to PSEG. If there arepetatin(
losses and/or tax credits, the subsidiary shadlivecpayment for the tax savings from PSEG to #terd that PSEG is able to
utilize those benefits.

PSE&G and Power have advanced working cafmt8lervices. The amounts are included in Other Nioeat Assets on PSE&G's



and Power’'s Consolidated Balance Sheets.

(E) Power’s short-term loans with PSEG are forkirgg capital and other short-term needs. Interesbine and Interest Expense
relating to these short-term funding activities @anmaterial.
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PSEG RESTRICTED DRAFT 1-21-2015

Note 24. Selected Quarterly Data (Unaudited)

The information shown in the following tables, retopinion of PSEG, PSE&G and Power includes gllsachents, consisting only of normal
recurring accruals, necessary to fairly presenh suounts.

Quarter Ended
March 31, June 30, September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013
PSEG Consolidated: Millions, except per share data
Operating Revenues $ 3,22: $2,78¢ $ 224¢ $ 2,31C $ 2641 $ 255 $ 2,777 $ 2,31¢
Operating Income $ 70t $ 61C $ 365 $ 61z $ 74 $ 71z $ 807 $  36F
Net Income (Loss) $ 38 $ 32 $ 21z $ 332 $ 444 $ 39C $ 47¢ $ 20C
Earnings Per Share:
Basic:
Net Income (Loss) $ 07¢ $ 06 $ 04z $ 06€ $ 08 $ 077 $ 0924 $ 0.4
Diluted:
Net Income (Loss) $ 07¢ $ 065 $ 04z $ 06€ $ 08 $ 077 $ 094 $ 0.3¢€
Weighted Average Common Shares
Outstanding:
Basic 50€ 507 50€ 50€ 50€ 50€ 50€ 50€
Diluted 50¢ 507 50¢ 50¢ 507 50¢ 50¢ 50¢
Quarter Ended
March 31, June 30, September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013
PSE&G: Millions
Operating Revenues $ 2,148 $ 199 $ 143t $ 1,42: $ 1658 $ 1666 $ 1531 $ 1,577
Operating Income $ 411 $ 365 $ 291 ¢ 258 ¢ 383 $ 34 $ 306 $ 271
Net Income (LosS) $ 214 $ 17¢ $ 151 $ 121 $ 20C $ 16 $ 16C $ 144
Quarter Ended
March 31, June 30, September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013
Power: Millions
Operating Revenues $ 1,70 $ 1451 $ 98 $ 1,19: $1,13¢ $ 1,17« $ 1,61C $ 1,24f
Operating Income $ 28z $ 24z % 67 $ 351 $ 358 $ 37C % 507 $ 107
Net Income (Loss) $ 164 $ 141 $ 54 $ 21C $ 22z $ 22¢ $ 32 $ 67
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Note 25. Guarantees of Debt

Power’s Senior Notes are fully and unconditionalhd jointly and severally guaranteed by its subsies, PSEG Fossil LLC, PSEG Nuclear
LLC and PSEG Energy Resources & Trade LLC. The¥alhg table presents financial information for thearantor subsidiaries as well as
Power’s non-guarantor subsidiaries as of Decembg2@®14 and 2013 and for the years ended Decenbh@034 , 2013 and 2012 .

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2014
Operating Revenues $ — 9 539 $ 15 $ (109 $ 5,43¢
Operating Expenses 16 4,17¢ 142 (109 4,22¢
Operating Income (Loss) (16) 1,21¢ 10 — 1,20¢
Equity Earnings (Losses) of Subsidiaries 79¢ (5) 14 (7949) 14
Other Income 34 222 — (39 222
Other Deductions (20 (32 — — (52
Other-Than-Temporary Impairments — (20) — — (20)
Interest Expense (102 (35 (29 34 (122
Income Tax Benefit (Expense) 65 (55¢) 2 — (491)
Net Income (Loss) $ 76C 3 787 % 7 $ (799 $ 76C
Comprehensive Income (Loss) $ 59t $ 76¢ $ 7 $ (775) $ 59t
As of December 31, 2014
Current Assets $ 4,26: $ 2,037 $ 15¢C $ (4,09) $ 2,35¢
Property, Plant and Equipment, net 81 6,26¢ 1,16¢ — 7,51t
Investment in Subsidiaries 4,51¢ 12C — (4,636 —
Noncurrent Assets 27¢ 1,952 137 (19%) 2,17:
Total Assets $ 9,13t $ 10,37 % 1,45¢ $ (8,929 $ 12,04¢
Current Liabilities $ 88z $ 3,606 $ 78¢ % (4,09) $ 1,18¢
Noncurrent Liabilities 454 2,44: 36C (195) 3,061
Long-Term Debt 2,245 — — — 2,24:
Member's Equity 5,55¢ 4,32¢ 31C (4,63¢6) 5,55¢
Total Liabilities and Member’'s Equity $ 9,13¢ % 10,37:  $ 1,45¢ % (8,927 $ 12,04¢
Year Ended December 31, 2014
Net Cash Provided By (Used In) Operatir
Activities $ 577 $ 1,67¢ $ 76 $ (902) $ 1,42¢
Net Cash Provided By (Used In) Investing
Activities $ 148 $ (85¢) $ 42 $ 22¢ % (5249
Net Cash Provided By (Used In) Financir
Activities $ (7249 $ (81¢) $ (32 $ 67€ $ (89¢)
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2013
Operating Revenues $ — 5,022 19C $ (149 $ 5,06
Operating Expenses 23 3,94 174 (149 3,99:
Operating Income (Loss) 23 1,07 16 — 1,07¢
Equity Earnings (Losses) of Subsidiaries 684 (5) 16 (679) 16
Other Income 35 157 — (38) 154
Other Deductions (149 (35 — — (49
Other-Than-Temporary Impairments — (12 — — (12
Interest Expense (93 (42 (29 38 (11€)
Income Tax Benefit (Expense) 55 (474) — — (419
Net Income (Loss) $ 644 66€ 13 8 (679 $ 644
Comprehensive Income (Loss) $ 90¢ 717 11 $ (724) $ 90¢
As of December 31, 2013
Current Assets $ 4,41: 2,07¢ 102 $ (4,115 $ 2,47¢
Property, Plant and Equipment, net 81 6,10¢ 1,17¢ — 7,361
Investment in Subsidiaries 4,64~ 124 — (4,769 —
Noncurrent Assets 222 1,845 13¢ (48) 2,15¢
Total Assets $ 9,361 10,15¢ 1,418 $ (8,939 $ 12,00:
Current Liabilities $ 697 3,47¢ 745 $ (4,11¢ $ 80C
Noncurrent Liabilities 30¢ 2,247 33¢ 47 2,841
Long-Term Debt 2,497 — — — 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:
Year Ended December 31, 2013
Net Cash Provided By (Used In) Operati
Activities 28¢ 1,50z 82 $ (52¢) $ 1,347
Net Cash Provided By (Used In) Investing
Activities $ (395) (1,097) (71) $ 697 $ (861)
Net Cash Provided By (Used In) Financil
Activities $ 107 (412) 11) $ avy) $ (487)
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Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Total
Millions
Year Ended December 31, 2012
Operating Revenues $ — $ 4,85( $ 13t % (112) $ 4,87:
Operating Expenses 7 3,73( 12t (112 3,75(
Operating Income (Loss) @) 1,12( 10 — 1,12¢
Equity Earnings (Losses) of Subsidiaries 707 (20 15 (697) 15
Other Income 45 20¢€ 2 (52 201
Other Deductions (32) (59 — — (90
Other-Than-Temporary Impairments — (18) — — (18)
Interest Expense (118 (51) (16) 53 (132
Income Tax Benefit (Expense) 7C (501) ()] — (439
Net Income (Loss) $ 666 $ 687 $ 9 % (69€) $ 66€
Comprehensive Income (Loss) $ 612 $ 681 $ 9 $ (690) $ 614
Year Ended December 31, 2012

Net Cash Provided By (Used In) Operati

Activities $ 29¢ % 156: $ 67 $ 474 $ 1,45
Net Cash Provided By (Used In) Investing

Activities $ (14) $ (1,200 $ (151 $ 89¢ $ (472
Net Cash Provided By (Used In) Financil

Activities $ (2849 $ (361) $ 83 $ (4249 $ (98€)

Immaterial Correction of Prior Financial Informatio n

The financial information included in the table®ab has been corrected from the disclosure provid&bwer's Form 10-K filed on February
26, 2014 (2013 10-K) to conform to the requiremaftSection 210.3-10 of SEC Regulation S-X.

In the prior disclosure, Operating Revenues and &jmg) Expenses among the Guarantor Subsidiaries @inated 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 an&tigeExpenses in both the Guara
Subsidiaries and Consolidating Adjustments colurithgs 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 anadeased net cash flows provided by financing aéisiin the Power column with corresponding
offsets to the amounts in the Consolidating Adjusita 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 reviggdsentation resulted in increases/(decreasegrtain categories of the Consolidated Bal:
Sheet.
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The following table summarizes the adjustmentsafbprior periods that have been revised in thiseNo

Year Ended December 31, 2013
Operating Revenues
Operating Expenses
Net Cash Provided By (Used In) Investing
Activities
Net Cash Provided By (Used In) Financing
Activities
As of December 31, 2013
Current Assets
Investment in Subsidiaries
Total Assets
Current Liabilities
Member's Equity
Total Liabilities and Member's Equity

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

Guarantor Other Consolidating
Power Subsidiaries Subsidiaries Adjustments Consolidated
Increase (Decrease)
Millions
$ — 3 (1,468 $ — 3 1,46¢ —
$ — $ (1,46¢) $ — $ 1,46¢ —
(58¢) $ — 3 — 3 58¢ —
58¢ $ — 3 — 3 (58¢) —
$ 25§ (6,840 $ (842) $ 7,42¢ —
— (605) — 60% —
$ 25 % (7,445 $ (842) $ 8,03¢ —
$ IS (7,445 % (237 $ 7,42¢ —
— — (605) 60% —
$ A (7,445 % (842) $ 8,03« —
$ — $ (1,389 $ — $ 1,38¢ —
$ — 3 (1,38¢) $ — 3 1,38¢ —
(729) $ — 3 — 3 72¢ —
67¢ $ — $ — $ (679 —
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures
PSEG, PSE&G and Power

We have established and maintain disclosure canémodl procedures as defined under Rule 13a-15¢e)soh15(e) promulgated under the
Securities Exchange Act of 1934, as amended (tlkeH&nge Act”) that are designed to provide reasienatsurance that information required
to be disclosed in the reports that are filed 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 allinvely decisions regarding required disclosure. Naee established a disclosure committee
which includes several key management employeesvaitwh reports directly to the CFO and CEO of eatRublic Service Enterprise Group
Incorporated, PSEG Public Service Electric and Gampany, and PSEG Power LLC. The committee monéndsevaluates the effectiveness
of these disclosure controls and procedures. Th@ & CEO of each of Public Service Enterprise @ilogorporated, Public Service Electric
and Gas Company, and PSEG Power LLC have evaltladezffectiveness of the disclosure controls andguures and, based on this
evaluation, have concluded that disclosure contmtbprocedures at each respective company wergtieff at a reasonable assurance level a
of the end of the period covered by the report.

Internal Controls
PSEG, PSE&G and Power

We have conducted assessments of our internalot@ver financial reporting as of December 31, 2044 required by Section 404 of the
Sarbanes-Oxley Act, using the framework promulgatethe Committee of Sponsoring Organizations eftheadway Commission,
commonly referred to as “COSO.” Management'’s report PSEG’s, PSE&G’s and Power’s internal contv@rdinancial reporting are
included on pages 174, 175 and 176, respectivélg.lidependent Registered Public Accounting Fimepmort with respect to the effectiveness
of PSEG's internal control over financial reportisgncluded on page 177. Management has conclindednternal control over financial
reporting is effective as of December 31, 2014 .

We continually review our disclosure controls amdgedures and make changes, as necessary, to #msupeality of their financial reporting.
There have been no changes in internal control fivancial reporting that occurred during the fougquarter of 2014 that have materially
affected, or are reasonably likely to materiallieaf, each registrant’s internal control over fioiahreporting.

ITEM 9B. OTHER INFORMATION

None.
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—PSEG

Management of Public Service Enterprise Group Ipaated (PSEG) is responsible for establishingraathtaining effective internal control
over financial reporting and for the assessmett@kffectiveness of internal control over finahegporting. As defined by the SEC in Rules
13a-15(f) and 15d-15(f) under the Securities Exgleafsct of 1934, internal control over financial ogfing is a process designed by, or under
the supervision of, the company’s principal exeaitind principal financial officers, or personsfpeming similar functions, and implemented
by the company’s management and other personrtbl,owersight by the Audit Committee of the Boardifectors to provide reasonable
assurance regarding the reliability of financigoging and the preparation of financial statemémt&xternal purposes in accordance with
accounting principles generally accepted in thetd¢thStates of America (generally accepted accogmmtimciples).

PSEG's internal control over financial reportinglirdes those policies and procedures that (1) ipeidghe maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of PSEG’s assBtprévide reasonable assurance that
transactions are recorded as necessary to perepaation of financial statements in accordanch generally accepted accounting principles
and that receipts and expenditures of PSEG arg lmeéide only in accordance with authorizations 83 management and directors; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose or disposition of PSEG’s assets that
could have a material effect on the financial stegmts.

In connection with the preparation of PSEG’s anrimaincial statements, management of PSEG has takéeran assessment, which includes
the design and operational effectiveness of PSE{&snal control over financial reporting basedoniteria established in tHaternal Control -
Integrated Framework (2013) issued by the Committee of Sponsoring Organizatidrike Treadway Commission, commonly referredsto a
“COSO". The COSO framework is based upon five irdégd components of control: control environmeisk assessment, control activities,
information and communications and ongoing moriigri

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjasct to the risk that controls may become inadtghacause of changes in conditions, or that
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrf@dsded that PSEG's internal control over finahm@porting is effective and provides
reasonable assurance regarding the reliabilitySE®'s financial reporting and the preparation sfiihancial statements as of December 31,
2014 in accordance with generally accepted accogptinciples. Further, management has not ideudtiéiny material weaknesses in internal
control over financial reporting as of December 3114 .

PSEG's external auditors, Deloitte & Touche LLPydaudited PSEG's financial statements for the geded December 31, 2014 included in
this annual report on Form 10-K and, as part of sluait, have issued a report on the effectivené&SEG'’s internal control over financial
reporting, a copy of which is included in this aahteport on Form 10-K.

/sl RALPH | zz0O
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 25, 2015
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—PSE&G

Management of Public Service Electric and Gas CaypRSE&G) is responsible for establishing and taéming effective internal control
over financial reporting and for the assessmett®kffectiveness of internal control over finahegpoorting. As defined by the SEC in Rules
13a-15(f) and 15d-15(f) under the Securities Exgleafsct of 1934, internal control over financial ogfing is a process designed by, or under
the supervision of, the company’s principal exaaitind principal financial officers, or personsfpeming similar functions, and implemented
by the company’s management and other personntbl,owersight by the Audit Committee of the BoardDirfectors of its parent, Public
Service Enterprise Group Incorporated, to provagsonable assurance regarding the reliabilitynafitial reporting and the preparation of
financial statements for external purposes in aauce with accounting principles generally accepidtie United States of America
(generally accepted accounting principles).

PSE&G's internal control over financial reportimgiudes those policies and procedures that (1aipetd the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of PSE&G’s aséBtgrovide reasonable assurance that
transactions are recorded as necessary to perepaation of financial statements in accordanch generally accepted accounting principles
and that receipts and expenditures of PSE&G arglraade only in accordance with authorizationsSE&G’'s management and directors;
and (3) provide reasonable assurance regardingmtien or timely detection of unauthorized acqigsit use or disposition of PSE&G’s assets
that could have a material effect on the finansiatements.

In connection with the preparation of PSE&G’s arrimmancial statements, management of PSE&G hasniakien an assessment, which
includes the design and operational effectiven&é®S&&G’s internal control over financial reportibgsed on criteria established in the
Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizatidrke Treadway Commission,
commonly referred to as “COSO”. The COSO framewstsased upon five integrated components of cantmitrol environment, risk
assessment, control activities, information and momications and ongoing monitoring.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjasct to the risk that controls may become inadtghacause of changes in conditions, or that
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrt@dsded that PSE&G's internal control over finaheeporting is effective and provides
reasonable assurance regarding the reliabilitySE&G’s financial reporting and the preparationtsffinancial statements as of December 31,
2014 in accordance with generally accepted accogmtinciples. Further, management has not ideudtiéiny material weaknesses in internal
control over financial reporting as of December 3114 .

/s] RALPH | zzO
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 25, 2015
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MANAGEMENT REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING—Power

Management of PSEG Power LLC (Power) is responsiblestablishing and maintaining effective intéreantrol over financial reporting and
for the assessment of the effectiveness of intexmatirol over financial reporting. As defined bgt8EC in Rules 13a-15(f) and 1%8¢f) unde|
the Securities Exchange Act of 1934, internal adrdwver financial reporting is a process designgdob under the supervision of, the
company’s principal executive and principal finadafficers, or persons performing similar funcspand implemented by the company’s
management and other personnel, with oversighbéyudit Committee of the Board of Directors ofp@rent, Public Service Enterprise
Group Incorporated, to provide reasonable assunagaerding the reliability of financial reportingdthe preparation of financial statements
for external purposes in accordance with accourgimigiples generally accepted in the United StafeSmerica (generally accepted
accounting principles).

Power’s internal control over financial reportimgludes those policies and procedures that (1aipetd the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of Power’s asE&tgrovide reasonable assurance that
transactions are recorded as necessary to perepaation of financial statements in accordanch generally accepted accounting principles
and that receipts and expenditures of Power arggbreade only in accordance with authorizationsaf€r’'s management and directors; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitinge or disposition of Power’s assets that
could have a material effect on the financial stegmts.

In connection with the preparation of Power’s anrimancial statements, management of Power hasrtaicen an assessment, which include:
the design and operational effectiveness of Povitesnal control over financial reporting basedooiteria established in tHaternal Control -
Integrated Framework (2013) issued by the Committee of Sponsoring Organizatidrike Treadway Commission, commonly referredsto a
“COSO". The COSO framework is based upon five irdégd components of control: control environmeisk assessment, control activities,
information and communications and ongoing moriigri

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projection of any
evaluation of effectiveness to future periods isjasct to the risk that controls may become inadtghacause of changes in conditions, or that
the degree of compliance with the policies or pdoces may deteriorate.

Based on the assessment performed, managemerdrf@dsded that Power’s internal control over finahceporting is effective and provides
reasonable assurance regarding the reliabilityogfd?’s financial reporting and the preparationtsffinancial statements as of December 31,
2014 in accordance with generally accepted accogptiinciples. Further, management has not ideudtiéiny material weaknesses in internal
control over financial reporting as of December3114 .

/s] RALPH | zzO
Chief Executive Officer

/s/ CAROLINE D ORSA
Chief Financial Officer
February 25, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the internal control over finanglorting of Public Service Enterprise Group Ipamrated and subsidiaries (the "Company")
as of December 31, 2014 based on criteria est&lolistinternal Control - Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway CommissSibie Company's management is responsible for aiaing effective internal control
over financial reporting and for its assessmerthefeffectiveness of internal control over finahegporting, included in the accompanying
Management Report on Internal Control Over FindriRegporting -PSEG. Our responsibility is to express an opiminthe Company's interr
control over financial reporting based on our audit

We conducted our audit in accordance with the statgdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxer financial reporting, assessing the risk
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiiralecontrol based on the assessed risk, anc
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis for ou
opinion.

A company's internal control over financial repagtis a process designed by, or under the supemvigi the company's principal executive
and principal financial officers, or persons penigrg similar functions, and effected by the compsilspard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting anlet preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles. A company's internaitom over financial reporting includes
those policies and procedures that (1) pertainéaraintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactions@eded as necessary to permit preparatio
of financial statements in accordance with gengradtepted accounting principles, and that receiptsexpenditures of the company are bein
made only in accordance with authorizations of ngen@aent and directors of the company; and (3) peoxédisonable assurance regarding
prevention or timely detection of unauthorized asigjion, use, or disposition of the company's as#ieit could have a material effect on the
financial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the posiii of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected tmely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods ateébject to the risk that the controls may
become inadequate because of changes in conditiotisat the degree of compliance with the polideprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31, 2014 ,
based on the criteria establishedriternal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizatidribe
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
financial statements and consolidated financiakstent schedule listed in the Index 15 (B)(a) aasnaf for the year ended December 31, 2014
of the Company and our report dated February 255 2&pressed an unqualified opinion on those cateted financial statements and
consolidated financial statement schedule.

/s/ DELOITTE & T OUCHE LLP

Parsippany, New Jersey
February 25, 2015
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E

GOVERNANCE

Executive Officers
PSEG

PART Il

Name

Ralph Izzo

Caroline Dorsa

William Levis
Ralph LaRossa

Derek M. DiRisio

Stuart J. Black

Tamara L. Linde

Age as of
December 31,
2014

57

55

58
51

50

52

50

Office

Chairman of the Board, President and
Chief Executive Officer (PSEG)

Chairman of the Board and Chief Executive Officer
(Power)

Chairman of the Board and Chief Executive Officer
(PSE&G)

Chairman of the Board and Chief Executive Officer
(Energy Holdings)

Chairman of the Board and Chief Executive Officer
(Services)

Executive Vice President and Chief Financial Office
(PSEG)

Executive Vice President and Chief Financial Office
(PSE&G)

Executive Vice President and Chief Financial Office
(Power)

Chief Financial Officer (Energy Holdings)

Executive Vice President and Chief Financial Office
(Services)

President and Chief Operating Officer (Power)
President and Chief Operating Officer (PSE&G)
Chairman of the Board of PSEG Long Island LLC
President (Services)

Vice President and Controller (PSEG)

Vice President and Controller (PSE&G)

Vice President and Controller (Power)

Vice President and Controller (Energy Holdings)
Vice President and Controller (Services)

Vice President and Controller (PSEG)

Vice President and Controller (PSE&G)

Vice President and Controller (Power)

Vice President (Services) and Assistant Controller
(Power)

Vice President of Internal Auditing Services (Seed)

Executive Vice President and General Counsel (PSEG)
Executive Vice President and General Counsel (PSE&G
Executive Vice President and General Counsel (Power

Vice President - Regulatory (Services)

Effective Date
First Elected to
Present Position

April 2007 to present
April 2007 to present
April 2007 to present
April 2007 to present
January 2010 to present
April 2009 to present
April 2009 to present

April 2009 to present
April 2009 to present

April 2009 to present
June 2007 to present
October 2006 to present
October 2013 to present
August 2014 to present
January 2007 to August 2014
January 2007 to August 2014
January 2007 to August 2014
January 2007 to August 2014
January 2007 to August 2014
August 2014 to present
August 2014 to present
August 2014 to present

March 2010 to August 2014
January 2005 to March 2010
July 2014 to present
July 2014 to present
July 2014 to present
December 2006 to July 2014
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PSE&G and Power

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.

Directors
PSEG

The information required by Item 10 of Form 10-Kiwiespect to (i) present directors of PSEG whmarainees for election as directors at
PSEG's 2015 Annual Meeting of Stockholders, andcGimpliance with Section 16(a) of the Securiti@sttange Act of 1934, as amended, is
set forth under the headings ‘Election of Directars] “Section 16(a) Beneficial Ownership Reportdgmpliance” in PSEG' definitive Prox:
Statement for such Annual Meeting of Stockholdefsich definitive Proxy Statement is expected tdileel with the U.S. Securities and
Exchange Commission (SEC) on or about March 9, 20itbwhich information set forth under said headénigcorporated herein by this
reference thereto.

PSE&G and Power
Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.

Code of Ethics

Our Standards of Integrity (Standards) is a codetluits applicable to us and our subsidiaries. Stamdards are an integral part of our busine:s
conduct compliance program and embody our committeeconduct operations in accordance with the éggkegal and ethical standards. The
Standards apply to all of our directors and empsy@ncluding PSE&G's, Power’s, Energy Holdingsd &ervices’ respective principal
executive officer, principal financial officer, pgipal accounting officer or Controller and perspesforming similar functions). Each such
person is responsible for understanding and comglwiith the Standards. The Standards are postedowebsite,
www.psed.com/info/investors/governance/document.jsfe will send you a copy on request.

The Standards establish a set of common expectditiotehavior to which each employee must adhredealings with investors, customers,
fellow employees, competitors, vendors, governnoéitials, the media and all others who may asgdediaeir words and actions with us. The
Standards have been developed to provide reasoasdieance that, in conducting our business, erap®ipehave ethically and in accordance
with the law and do not take advantage of investegulators or customers through manipulationsatnf confidential information or
misrepresentation of material facts.

We will post on our website, www.pseg.com/info/ist@s/governance/document.jsp:

° Any amendment (other than one that is technicahiaidtrative or norsubstantive) that we adopt to our Standards

° Any grant by us of a waiver from the Standards #plies to any director, principal executive déficprincipal financial officer,
principal accounting officer or Controller, or pens performing similar functions, for us or ouredit subsidiaries noted above, and
that relates to any element enumerated by the SEC.

In 2014, we did not grant any waivers to the Stadsla

ITEM 11. EXECUTIVE COMPENSATION
PSEG

The information required by Item 11 of Form 10-ks&t forth in PSEG’s definitive Proxy Statementtfoe 2015 Annual Meeting of
Stockholders which definitive Proxy Statement ipexted to be filed with the U.S. Securities andHaxge Commission (SEC) on or about
March 9, 2015 and such information set forth urseh heading is incorporated herein by this refezehereto.

Section 16 Beneficial Ownership Reporting Compliare

During 2014 , none of our directors or executiviécefs was late in filing a Form 3, 4 or 5 in aat@nce with the requirements of Section 16(a
of the Securities Exchange Act of 1934, as amenaih regard to transactions involving our CommaacR.

Power and PSE&G

Omitted pursuant to conditions set forth in Genératruction | of Form 10-K.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT AND RELATED STOCKHOLDERS MATTERS

PSEG

The information required by Item 12 of Form 10-Kitwiespect to directors, executive officers andaiebeneficial owners is set forth under
the heading “Security Ownership of Directors, Magragnt and Certain Beneficial Owners” in PSEG’srdtifie Proxy Statement for the 2015
Annual Meeting of Stockholders which definitive RydStatement is expected to be filed with the SE@oabout March 9, 2015 and such
information set forth under such heading is incoaped herein by this reference thereto.

For information relating to securities authorizedisuance under equity compensation plans, stél Atem 5. Market for Registrant’s
Common Equity, Related Stockholder Matters anddsBwrchases of Equity Securities.

Power and PSE&G
Omitted pursuant to conditions set forth in Genérsatruction | of Form 10-K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND
DIRECTOR INDEPENDENCE

PSEG

The information required by Item 13 of Form 10-ks&t forth under the heading “Transactions withelRel Persons” in PSEG'’s definitive
Proxy Statement for the 2015 Annual Meeting of Bmdders which definitive Proxy Statement is expddb be filed with the SEC on or
about March 9, 2015 and such information set farttler such heading is incorporated herein by #feyence thereto.

Power and PSE&G
Omitted pursuant to conditions set forth in Genérsatruction | of Form 10K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 of Form 10-kset forth under the heading “Fees Billed by Déto& Touche LLP for 2014 and 2013r¢
PSEG'’s definitive Proxy Statement for the 2015 AairiMeeting of Stockholders which definitive Proxtat@ment is expected to be filed with
the SEC on or about March 9, 2015 . Such informeadiet forth under such heading is incorporatedihéngethis reference hereto.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(A) The following Financial Statements are filedeagart of this report:

a. Public Service Enterprise Group Incorporat€@bsasolidated Balance Sheets as of December 31,&@12013 and the related
Consolidated Statements of Operations, Comprehehsoome, Cash Flows and Stockholders’ Equity lierthree years ended
December 31, 2014 on pages 71 through 76.

b. Public Service Electric and Gas Company'’s Chaated Balance Sheets as of December 31, 2012@H8l and the related
Consolidated Statements of Operations, Comprehemsoome, Cash Flows and Common Stockholders’ Edoitthe three
years endeDecember 31, 2014 on pages 77 through 82.
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C. PSEG Power LLC’s Consolidated Balance Sheeté Becember 31, 2014 and 2013 and the relateddlidaged Statements of
Operations, Comprehensive Income, Cash Flows apdallaation and Member's Equity for the three yeandedecember 31
2014 on pages 83 through 88.

(B) The following documents are filed as a partio$ report:

a. PSEG's Financial Statement Sched
Schedule ll—Valuation and Qualifying Accounts farca of the three years in the period ended Decethe2014 (page 188).

b. PSE&G's Financial Statement Schedt
Schedule ll—Valuation and Qualifying Accounts farca of the three years in the period ended Decethe2014 (page 188).

C. Power's Financial Statement Schedi
Schedule [I—Valuation and Qualifying Accounts faca of the three years in the period ended Decethe2014 (page 189).

Schedules other than those listed above are onfiitdtie reason that they are not required or ateapplicable, or the required information is
shown in the consolidated financial statementsotesithereto.

(C) The following documents are filed as part a$ tieport:

LIST OF EXHIBITS:

a. PSEG:

3a Certificate of Incorporation Public Service EntésprGroup Incorporated!

3b By-Laws of Public Service Enterprise Group Incogied effective November 17, 2069

3c g-lgeét;(ist):ate of Amendment of Certificate of Incorption of Public Service Enterprise Group Incorpedaieffective April 23,

34 (Zlgcr)t?illt):ate of Amendment of Certificate of Incorption of Public Service Enterprise Group Incorpedaieffective April 20,
Indenture between Public Service Enterprise Grogprporated and First Union National Bank (U.S. IBBlational

4a(1) Association, successor), as Trustee, dated Jadya898 providing for Deferrable Interest SubortiaDebentures in
Series (relating to Quarterly Preferred Securifiés)

9 Inapplicable

10a(1) Supplemental Executive Retirement Income Planggffe as of May 31, 2019

10a(2) Retirement Income Reinstatement Plan for Non-Rentesl Employees as amended May 31, 2011

10a(3) Employment Agreement with William Levis dated Ded®mn8, 2006

10a(4) Amended and Restated 2007 Equity Compensationfela@dutside Directors, effective July 19, 2091

10a(5) Deferred Compensation Plan for Directors, amendéd1D, 201149

10a(6) Deferred Compensation Plan for Certain Employeesraled November 1, 20£1

10a(7) 1989 Long-Term Incentive Plan, as amend@d

10a(8) 2001 Long-Term Incentive Pldi

10a(9) Senior Management Incentive Compensation Ptan

10a(10) Amended and Restated Key Executive Severance &iaended effective December 17, 2612

10a(11) Severance Agreement with Ralph 1zzo dated Decefhe2008*°

10a(12) Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669

10a(13) Stock Plan for Outside Directors, as amenéféd

10a(14) Compensation Plan for Outside Direct8fs

10a(15) 2004 Long-Term Incentive Plan, amended and resteexd April 16, 20139
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LIST OF EXHIBITS:

10a(16)
10a(17)
10a(18)
10a(19)
10a(20)
10a(21)
10a(22)
10a(23)
11

12

13

16

18

21

22

23

24

31

3la

32

32a
101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF
b.

3a

3b

4a

4b
10a(1)
10a(2)
10a(3)
10a(4)
10a(5)
10a(6)
10a(7)
10a(8)
10a(9)
10a(10)
10a(11)

Form of Advancement of Expenses Agreement with iQetdirectors®

Equity Deferral Plan, effective November 1, 20Irheaded December 9, 2043

Employment Agreement with J.A. Bouknight dated Asige6, 2009

Amendment to Employment Agreement with Carolinedagdated July 12, 201

Amendment to Employment Agreement with William Lewilated September 19, 201

Amendment to Employment Agreement with J.A. Bouknigated November 20, 202
Amendment to Employment Agreement Jith Bouknight dated February 18, 20%4
Agreement with Tamara L. Linde datenkJii8, 2014

Inapplicable

Computation of Ratios of Earnings to Fixed Charges

Inapplicable

Inapplicable

Inapplicable

Subsidiaries of the Registrant

Inapplicable

Consent of Independent Registered Public Accouriing

Inapplicable

Certification by Ralph 1zzo, pursuant to Rules 13aand 15d-14 of the Securities Exchange Act o#1(%334 Act)

Certification by Caroline Dorsa, pursuant to Rul8a-14 and 15d-14 of the 1934 Act

Certification by Ralph 1zzo, pursuant to Sectio®Q®f Chapter 63 of Title 18 of the U.S. Code

Certification by Caroline Dorsa, pursuant to Settl@50 of Chapter 63 of Title 18 of the U.S. Code

XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

Power:

Certificate of Formation of PSEG Power L%

PSEG Power LLC Limited Liability Company Agreemé&ait

Indenture dated April 16, 2001 between and amortg@Bower, PSEG Fossil, PSEG Nuclear, PSEG EnergguRees &
Trade and The Bank of New York Mellon and form abSidiary Guaranty included theréi#i

First Supplemental Indenture, supplemental to ExHip, dated as of March 13, 2062
Supplemental Executive Retirement Income Planggffe as of May 31, 2019

Retirement Income Reinstatement Plan for Non-Remtes Employees, as amended May 31, 2011
Employment Agreement with William Levis dated Ded®mmn8, 2006

Deferred Compensation Plan for Certain Employeesraled November 1, 20£1

1989 Long-Term Incentive Plan, as amend@d

2001 Long-Term Incentive Pldiy

Senior Management Incentive Compensation Ptan

Amended and Restated Key Executive Severance &iaended effective December 17, 20%2
Severance Agreement with Ralph 1zzo dated Decefhe2008*®

Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669
2004 Long-Term Incentive Plan, amended and restetexd April 16, 20139
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LIST OF EXHIBITS:

10a(12)
10a(13)
10a(14)
10a(15)
10a(16)
10a(17)
10a(18)
11

12a

13

16

18

19

23a

24

31b

3lc

32b

32c
101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF
cC.

3a(1)

3a(2)

3a(3)

3a(4)

3a(5)
3b(1)
4a(1)
4a(2)
4a(3)

4a(4)
4a(5)

Equity Deferral Plan, effective November 1, 20Irheaded December 9, 2043

Employment Agreement with J.A. Bouknight dated Asige6, 2009

Amendment to Employment Agreement with Carolinedagdated July 12, 201

Amendment to Employment Agreement with William Lewilated September 19, 2011

Amendment to Employment Agreement with J.A. Bouknigated November 20, 20$2
Amendment to Employment Agreement Witk Bouknight dated February 18, 20%4
Agreement with Tamara L. Linde datenkeJ18, 2014

Inapplicable

Computation of Ratio of Earnings to Fixed Charges

Inapplicable

Inapplicable

Inapplicable

Inapplicable

Consent of Independent Registered Public Accourking

Inapplicable

Certification by Ralph 1zzo, pursuant to Rules 13aand 15d-14 of the 1934 Act

Certification by Caroline Dorsa, pursuant to Rul8a-14 and 15d-14 of the 1934 Act

Certification by Ralph 1zzo, pursuant to Sectio®Q®f Chapter 63 of Title 18 of the U.S. Code

Certification by Caroline Dorsa, pursuant to Sattl@50 of Chapter 63 of Title 18 of the U.S. Code

XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Calculation Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation Linkbase

XBRL Taxonomy Extension Definition Document

PSE&G

Restated Certificate of Incorporation of PSE&

Certificate of Amendment of Certificate of Resta@settificate of Incorporation of PSE&G filed Febryd 8, 1987 with the
State of New Jersey adopting limitations of liaiifprovisions in accordance with an amendment tow Nersey Business
Corporation Act?®

Certificate of Amendment of Restated Certificaténmforporation of PSE&G filed June 17, 1992 witk Btate of New
Jersey, establishing the 7.44% Cumulative PrefeStedk ($100 Par) as a series of Preferred Stck

Certificate of Amendment of Restated Certificaténmiorporation of PSE&G filed March 11, 1993 wittetState of New
Jersey, establishing the 5.97% Cumulative PrefeStedk ($100 Par) as a series of Preferred Stéck

Certificate of Amendment of Restated Certificaténmforporation of PSE&G filed January 27, 1994 vilib State of New
Jersey, establishing the 6.92% Cumulative Prefestedk ($100 Par) and the 6.75% Cumulative PredeBteck ($25 Par) ¢
a series of Preferred Sto@R

By-Laws of PSE&G as in effect April 17, 2069

Indenture between PSE&G and Fidelity Union TrusimPany (now, Wachovia Bank, National Associatios);Taustee,
dated August 1, 192, securing First and Refunding Mortgage Bond angpfmental Indentures between PSE&G and
U.S. Bank National Association, successor, as €aystupplemental to Exhibit 4a(1), dated as follows

June 1, 19372

July 1, 1937

March 1, 19424
June 1, 1991 (No.
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LIST OF EXHIBITS:

4a(6)

4a(7)

4a(8)

4a(9)

4a(10)
4a(11)
4a(12)
4a(13)
4a(14)
4a(15)
4a(16)
4a(17)
4a(18)
4a(19)
4a(20)
4a(21)
4a(22)

4b

4c

10a(1)
10a(2)
10a(3)
10a(4)
10a(5)
10a(6)
10a(7)
10a(8)
10a(9)
10a(10)
10a(11)
10a(12)
10a(13)
10a(14)
10a(15)
10a(16)
10a(17)
10a(18)
10a(19)
10a(20)
10a(21)
11

12b

July 1, 1993

January 1, 1996 (No. £y
December 1, 2003 (No. £y
December 1, 2003 (No. 8y
December 1, 2003 (No. 8y
December 1, 2003 (No. 4}
August 1, 2004 (No. 19?
August 1, 2004 (No. 2§
August 1, 2004 (No. 3}
August 1, 2004 (No. 45
April 1, 200749

November 1, 2008”
October 1, 2016®

May 1, 20199

June 1, 2012

May 1, 2018%

August 1, 201

Indenture of Trust between PSE&G and Chase ManhBitak (National Association) (The Bank of New Yaddellon,
successor), as Trustee, providing for Secured medierm Notes dated July 1, 1993

Indenture dated as of December 1, 2000 betweeridsivice Electric and Gas Company and First UNational Bank
(U.S. Bank National Association, successor), astEel providing for Senior Debt Securitids

Supplemental Executive Retirement Income Planggffe as of May 31, 2019
Retirement Income Reinstatement Plan for Non-Reprtesl Employees as amended May 31, 2011
Amended and Restated 2007 Equity Compensationf®t@dutside Directors, effective July 19, 2091
Deferred Compensation Plan for Directors, amendéd1D, 201149
Deferred Compensation Plan for Certain Employeesraled November 1, 20£1
1989 Long-Term Incentive Plan, as amend&d
2001 Long-Term Incentive Pl
Senior Management Incentive Compensation Ptan
Amended and Restated Key Executive Severance &izended effective December 17, 2612
Severance Agreement with Ralph 1zzo dated Decefhe2008*®
Employment Agreement with Caroline Dorsa dated Mdrt, 2009, as amended April 24, 2669
Stock Plan for Outside Directors, as amenééd
Compensation Plan for Outside Direct8s
2004 Long-Term Incentive Plan, amended and restetexd April 16, 20139
Form of Advancement of Expenses Agreement with i@etBirectors®)
Equity Deferral Plan, effective November 1, 20Iheaded December 9, 2082
Employment Agreement with J.A. Bouknight dated Asige6, 2009
Amendment to Employment Agreement with Carolinedagdated July 12, 201
Amendment to Employment Agreement with J.A. Bouknigated November 20, 20£2
Amendment to Employment Agreement Wit Bouknight dated February 18, 20%4
Agreement with Tamara L. Linde datenkeJi8, 2014
Inapplicable
Computation of Ratios of Earnings to Fikduarges
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LIST OF EXHIBITS:

12¢ Computation of Ratios of Earnings to Fixdthrges Plus Preferred Stock Dividend Requirements
13 Inapplicable

16 Inapplicable

18 Inapplicable

19 Inapplicable

23b Consent of Independent Registered Publaoiwating Firm

24 Inapplicable

31d Certification by Ralph 1zzo, pursuant tdd®ul3a-14 and 15d-14 of the 1934 Act

3le Certification by Caroline Dorsa, pursuanRules 13a-14 and 15d-14 of the 1934 Act

32d Certification by Ralph 1zzo, pursuant tet8m 1350 of Chapter 63 of Title 18 of the U.Sd€o
32e Certification by Caroline Dorsa, pursuangéection 1350 of Chapter 63 of Title 18 of the \C8de
101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema

101.CAL XBRL Taxonomy Calculation Linkbase

101.LAB XBRL Taxonomy Extension Labels Linkbase

101.PRE XBRL Taxonomy Extension Presentation Linkbase

101.DEF XBRL Taxonomy Extension Definition Document

(1) Filed as Exhibit 3.1a with Quarterly Reportleorm 10-Q for the quarter ended March 31, 200/é, IRo. 001-09120 on May 4,
2007 and incorporated herein by this reference.

(2) Filed as Exhibit 3.1 with Current Report orrfacB-K, File No. 001-09120 on November 18, 2009 mndrporated herein by
this reference.

(3) Filed as Exhibit 3.1b with Quarterly Reportlorm 10-Q for the quarter ended March 31, 200@, Ro. 001-09120 on May 4,
2007 and incorporated herein by this reference.

(4) Filed as Exhibit 3.1c with Quarterly Reportieorm 10-Q for the quarter ended March 31, 200/é, IRo. 001-09120 on May 4,
2007 and incorporated herein by this reference.

(5) Filed as Exhibit 4(f) with Quarterly Report &orm 10-Q for the quarter ended March 31, 199@, IFo. 001-09120 on May 13,
1998 and incorporated herein by this reference.

(6) Filed as Exhibit 10.1 with Quarterly Reportorm 10-Q for the quarter ended September 30,,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.

(7)  Filed as Exhibit 10.2 with Quarterly Reportorm 10-Q for the quarter ended September 30,,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.

(8) Filed as Exhibit 10a(4) with Annual Reportieorm 10-K for the year ended December 31, 200€, Hds. 001-09120 on
February 28, 2008 and 000-49614, and incorporageei by reference.

(9) Filed as Exhibit 10.5 with Quarterly Reportorm 10-Q for the quarter ended September 20, ,Z6lELNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.

(10) Filed as Exhibit 10.6 with Quarterly Repontleorm 10-Q for the quarter ended September 30,26l No. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.

(11) Filed as Exhibit 10 with Quarterly Reportieorm 10-Q for the quarter ended September 30, ZBiLNo. 001-09120 on
November 1, 2011 and incorporated herein by tHereace.

(12) Filed as Exhibit 10 with Quarterly Reportiearm 10-Q for the quarter ended September 30, ZBG2No. 001-09120, on
November 4, 2002 and incorporated herein by tHereace.

(13) Filed as Exhibit 10a(7) with Annual Reportorm 10-K for the year ended December 31, 2008,N®. 001-09120, on
March 6, 2001 and incorporated herein by this ssfee.

(14) Filed as Exhibit 10a(11) with Annual Repontorm 10-K for the year ended December 31, 2008 No. 001-09120, on
February 26, 2009 and incorporated herein by #ference.

(15) Filed as Exhibit 99 with Current Report orriR®B-K, File Nos. 001-09120, 000-49614 and 001-@087 December 22, 2008
and incorporated herein by this reference.

(16) Filed as Exhibit 10 with Quarterly Reportieorm 10-Q, File No. 001-00973 on May 6, 2009 arwbiporated herein by
reference.
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(17) Filed as Exhibit 10a(17) with Annual Repontleorm 10-K for the year ended December 31, 2002 No. 001-09120, on
February 26, 2003 and incorporated herein by #ference.

(18) Filed as Exhibit 10a(20) with Annual Repontleorm 10-K for the year ended December 31, 2002 No. 001-09120, on
February 26, 2003 and incorporated herein by #ference.

(19) Filed as Exhibit 10 with Quarterly ReportlBorm 10-Q for the quarter ended March 31, 201% Rib. 001-09120 on April 30,
2013 and incorporated herein by reference.

(20) Filed as Exhibit 10.1 with Current Reportfeorm 8-K, File No. 001-09120 on February 19, 2008 encorporated herein by
this reference.

(21) Filed as Exhibit 3.1 to Registration StatetrmnForm S-4, No. 333-69228 filed on September2D0,1 and incorporated herein
by this reference.

(22) Filed as Exhibit 3.2 to Registration StatetrmnForm S-4, No. 333-69228 filed on September2D0,1 and incorporated herein
by this reference.

(23) Filed as Exhibit 4.1 to Registration StatetrmnForm S-4, No. 333-69228 filed on September2D0,1 and incorporated herein
by this reference.

(24) Filed as Exhibit 4.7 with Quarterly Reportleorm 10-Q for the quarter ended March 31, 2002, IRo. 000-49614, on May 15,
2002 and incorporated herein by this reference.

(25) Filed as Exhibit 3(a) with Quarterly Report Borm 10-Q for the quarter ended June 30, 1986 N&. 001-00973, on
August 28, 1986 and incorporated herein by thisresfce.

(26) Filed as Exhibit 3a(2) with Annual ReportBorm 10-K for the year ended December 31, 198@, Wd. 001-00973, on
March 28, 1988 and incorporated herein by thisrezfee.

(27) Filed as Exhibit 3a(3) on Form 8-A, File Ni@1-00973, on February 4, 1994 and incorporated héneihis referenc

(28) Filed as Exhibit 3a(4) on Form 8-A, File Ni@1-00973, on February 4, 1994 and incorporated héngihis referenc

(29) Filed as Exhibit 3a(5) on Form 8-A, File Ni@1-00973, on February 4, 1994 and incorporated héneihis referenc

(30) Filed as Exhibit 3.3 with Quarterly Reportlearm 10-Q for the quarter ended March 31, 200/, IRo. 001-00973 on May 4,
2007 and incorporated herein by this reference.

(31) Filed as Exhibit 4b(1) with Annual ReportBarm 10-K for the year ended December 31, 198@, ¥d. 001-00973 on
February 18, 1981 and incorporated herein by #ference.

(32) Filed as Exhibit 4b(3) with Annual ReportBarm 10-K for the year ended December 31, 198@, ¥d. 001-00973 on
February 18, 1981 and incorporated herein by #ference.

(33) Filed as Exhibit 4b(4) with Annual ReportBarm 10-K for the year ended December 31, 198@, ¥d. 001-00973 on
February 18, 1981 and incorporated herein by #ference.

(34) Filed as Exhibit 4b(6) with Annual ReportBarm 10-K for the year ended December 31, 198@, ¥d. 001-00973 on
February 18, 1981 and incorporated herein by #ference.

(35) Filed as Exhibit 4 on Form 8-A, File No. 000973 on June 1, 1991 and incorporated hereinibyeference

(36) Filed as Exhibit 4(i) on Form 8-A, File NAOD00973 on December 1, 1993 and incorporated heyethib referenci

(37) Filed as Exhibit 4a(2) on Form 8-A, File Ni@1-00973 on January 26, 1996 and incorporated hesyeihib referenc:

(38) Filed as Exhibit 4a(99) with Annual Reportorm 10-K for the year ended December 31, 2008,N®. 001-00973 on
February 25, 2004 and incorporated herein by #ference.

(39) Filed as Exhibit 4a(100) with Annual Repomnteorm 10-K for the year ended December 31, 2008 No. 001-00973 on
February 25, 2004 and incorporated herein by #ference.

(40) Filed as Exhibit 4a(101) with Annual Repontleorm 10-K for the year ended December 31, 2008 No. 001-00973 on
February 25, 2004 and incorporated herein by #ference.

(41) Filed as Exhibit 4a(102) with Annual Repontlorm 10-K for the year ended December 31, 2008 No. 001-00973 on
February 25, 2004 and incorporated herein by #ference.

(42) Filed as Exhibit 4a(25) with Annual Reportleorm 10-K for the year ended December 31, 200é,No. 001-00973 on
March 1, 2005 and incorporated herein by this exfee.

(43) Filed as Exhibit 4a(26) with Annual Reportleorm 10-K for the year ended December 31, 200¢,No. 001-00973 on
March 1, 2005 and incorporated herein by this exfee.

(44) Filed as Exhibit 4a(27) with Annual Reportleorm 10-K for the year ended December 31, 200¢,No. 001-00973 on
March 1, 2005 and incorporated herein by this exfee.

(45) Filed as Exhibit 4a(28) with Annual Reportleorm 10-K for the year ended December 31, 200é,N®. 001-00973 on
March 1, 2005 and incorporated herein by this exfee.
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(46)
(47)
(48)
(49)
(50)
(51)
(52)
(53)
(54)
(55)
(56)
(57)
(58)
(59)
(60)
(61)

(62)

Filed as Exhibit 4a(28) with Annual Reportfeorm 10-K for the year ended December 31, 200&,Nd. 001-00973, on
February 28, 2008 and incorporated herein by #ference.

Filed as Exhibit 4a(29) with Annual Reportleorm 10-K, for the year ended December 31, 2008,N©. 001-00973 on
February 25, 2010 and incorporated herein by retere

Filed as Exhibit 4 with Quarterly Report oorf 10-Q for the quarter ended September 30, ZBil®No. 001-00973 on
October 29, 2010 and incorporated herein by reteren

Filed as Exhibit 4 with Current Report on fdB-K, File No. 001-00973 on December 1, 1993 adrporated herein by this
reference.

Filed as Exhibit 4.6 to Registration StatehrmnForm S-3, No. 333-76020 filed on December20D1 and incorporated herein
by this reference.

Filed as Exhibit 4a(32) with Annual Reportleorm 10-K for the year ended December 31, 2018,Nd. 001-00973 on
February 25, 2013.

Filed as Exhibit 4a(33) with Annual Reportleorm 10-K for the year ended December 31, 2018,Nd. 001-00973 on
February 25, 2013.

Filed as Exhibit 4 with Quarterly Report oorfa 10-Q for the quarter ended June 30, 2013,Nle001-00973 on July 30,
2013.

Filed as Exhibit 4a(22) with Quarterly Repont Form 10-Q for the quarter ended September@D4,Z-ile No. 001-09120 on
October 30, 2014 and incorporated herein by reteren

Filed as Exhibit 10.2 with Current Reportfeorm 8-K, File No. 001-00973 on February 19, 2008 acorporated herein by
reference.

Filed as Exhibit 10.1 with Quarterly RepontBorm 10-Q for the quarter ended June 30, 2014 Ne. 001-09120 on August 3,
2011 and incorporated herein by this reference.

Filed as Exhibit 10a(7) with Annual Reportleorm 10-K for the year ended December 31, 201&,Nd. 001-09120 on
February 27, 2012.

Filed as Exhibit 10a(19) with Annual Repontfeorm 10-K for the year ended December 31, 20ié No. 001-09120 on
February 27, 2012.

Filed as Exhibit 10a(20) with Annual Repontfeorm 10-K for the year ended December 31, 20ié No. 001-09120 on
February 27, 2012.

Filed as Exhibit 10 with Current Report onriRd-K, File No. 001-09120 on November 26, 2012 medrporated herein by
reference.

Filed as Exhibit 10a(11) with Annual Repontfeorm 10-K for the year ended December 31, 201 Neo. 001-09120 on
February 25, 2013.

Filed as Exhibit 10 with Current Report onriRd-K, File No. 001-09120 on February 21, 2014 emdrporated herein by
reference.

187




Table of Contents

PUBLIC SERVICE ENTERPRISE GROUP INCORPORATED

Schedule [l—Valuation and Qualifying Accounts YearsEnded December 31, 2014 — December 31, 2012

Column A Column B Column C Column D Column E
Additions
Charged to
Balance at Charged to other Balance at
Beginning of cost and accounts- Deductions- End of
Description Period expenses describe describe Period
Millions
2014
Allowance for Doubtful Accounts $ 56 $ 86 $ — 3 9N (A) ¢ 52
Materials and Supplies Valuation Rese 8 9 — 2 15
2013
Allowance for Doubtful Accounts $ 56 $ 90 $ — 3 9NT (A ¢ 5€
Materials and Supplies Valuation Rese 22 2 — 16 (B) 8
2012
Allowance for Doubtful Accounts $ 56 $ 9% $ — 3 % (A) $ 5€
Materials and Supplies Valuation Rese 3 21 — 2 (B) 22
(A) Accounts Receivable written c
(B) Reduced reserve to appropriate level and to rerobselete inventor

PUBLIC SERVICE ELECTRIC AND GAS COMPANY

Schedule [l—Valuation and Qualifying Accounts YearsEnded December 31, 2014 — December 31, 2012

Column C
Column A Column B Additions Column D Column E
Charged to
Balance at Charged to other Balance at
Beginning cost and accounts- Deductions- End of
Description of Period expenses describe describe Period
2014 Millions
Allowance for Doubtful Accounts $ 56 86 — % 9Qq A $ 52
Materials and Supplies Valuation
Reserve — 2 — — 2
2013
Allowance for Doubtful Accounts $ 56 90 — % 9QQ A $ 56
2012
Allowance for Doubtful Accounts $ 56 96 — % % (A) $ 56
(A) Accounts Receivable written ¢
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PSEG POWER LLC

Schedule [l—Valuation and Qualifying Accounts YearsEnded December 31, 2014 — December 31, 2012

Column C
Column A Column B Additions Column D Column E
Charged to
Balance at Charged to other Balance at
Beginning cost and accounts- Deductions- End of
Description of Period expenses describe describe Period
Millions
2014
Materials and Supplies Valuation Rese 8 7 % = 2 13
2013
Materials and Supplies Valuation Rese 22 2 % = 16 (A) 8
2012
Materials and Supplies Valuation Rese 3 21 % = 2 (A 22
(A) Reduced reserve to appropriate level and to rerabselete inventor
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GLOSSARY OF TERMS

When the following terms and abbreviations appedné text of this report, they have the meaningscated below:

Term Phrase/Description
ASC Accounting Standards Codification
FASB's official source of authoritative, nangrnmental U.S. GAAP
Base load Minimum amount of glectric power Qe_livered or re@gdiover a given period of time at a constant this,is the
level of demand that is seen as a minimum duri@g-hour day
BGS Basic Generation Service
PSE&G is required to provide BGS for all customarBlew Jersey who are not supplied by a TPS.
BGS-RSCP Basic Generation Service-Residential Small ComrakRiioduct
Seasonally adjusted fixed prices charged for aetlysar term for electric supply service to smahelustrial and
commercial customers and residential customersasbmot supplied by a TPS
BGSS Basic Gas Supply Service
Mechanism approved by the BPU for NJ utilities@oaver all commodity costs related to supplyingtgas
residential customers
BPU New Jersey Board of Public Utilities
Agency responsible for regulating public utilitiésing business in New Jersey
Capacity Amount of electricity that can be produced by acffiegenerating facility
CAA Clean Air Act

Combined Cycle

A method of generation whereby electricity and psscsteam are produced from otherwise lost waste he
exiting from one or more combustion turbines. Tkitéirgy heat is routed to a conventional boiler@atheat
recovery steam generator for use by a steam tumbitie production of electricity

Condition when the available capacity of a transiois line is being closely approached (or exceetigdhe

h

Congestion electric power trying to go through it; at suchesnalternative power line pathways (or local gatugs near the
load) must be used instead
e The delivery of electricity to the retail custoreehiome, business or industrial facility through hesitage
Distribution A
distribution lines
EDC Electric Distribution Company

A company that owns the power lines and equipmeoéssary to deliver purchased electricity to thieueser

Energy Holdings

PSEG Energy Holdings L.L.C.

EPA

U.S. Environmental Protection Agency

FASB Financial Accounting Standards Board
A private, not-for-profit organization whose prirggrurpose, as designated by the SEC, is to deaslopunting
standards for public companies in the U.S.

FERC U.S. Federal Energy Regulatory Commission

Forward contracts

A customized, non-exchange traded contract in wtiiehbuyer is obligated to deliver a specified antaf a
commodity with a predetermined price formula ompecified future date, at which time payment is gutill

GAAP Generally Accepted Accounting Principles
Standard framework of guidelines issued by the FASBinancial accounting used in the U.S.
GHG Greenhouse gas emissions (including carbon dioxid¢hane, nitrous oxide, ozone, and chlorofluorocay

that trap the heat of the sun in the Earth’s athesn increasing the mean global surface temperafihe

earth
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Term Phrase/Description

Hedging

Entering into a contract or transaction designegtiuce exposure to various risks, such as changearket
prices

Hope Creek Hope Creek Nuclear Generating Station

ISO Independent System Operator
An independent, regulated entity established toagara regional electric transmission system inma no
discriminatory manner and to help ensure the saetyreliability of the bulk of the power system

ITC Investment Tax Credit

A credit against income taxes, usually computed psrcent of the cost of investment in certain sypleassets

Lifeline Program

A New Jersey social program for utility assistatiw offers up to $225 per year to persons who rineet
eligibility requirements

Amount of electric power delivered or required my apecific point or points on a system. The rezuient

Load originates at the energy-consuming equipment ofgorers.

MBR Market Based Rates
Electric service prices determined in an open makstem of supply and demand under which the jsiset
solely by agreement as to what a buyer will pay aséller will accept

MGP Manufactured Gas Plant

NDT Nuclear Decommissioning Trust

ISO-NE New England Power Pool
An ISO comprised of an alliance of approximatel¥ 1@ility companies who manage and direct all majoergy,
production and transmission in the New Englandestat

NJDEP New Jersey Department of Environmental Protection

NRC U.S. Nuclear Regulatory Commission

NUG Non-Utility Generation
Power produced by independent power producers, gixeholesale generators and other companies that ha
been exempted from traditional utility regulation

OPEB Other Postretirement Benefits
Benefits other than pensions payable to former eygas

Outage The period during which a generating unit, transiois line, or other facility is out of service dimescheduled

(planned) or unscheduled maintenance

Peach Bottom

Peach Bottom Atomic Power Station

PIM

PJM Interconnection, L.L.C.

A regional transmission organization that coordisghe movement of wholesale electricity in alparts of 13
northeastern states and the District of Columbia

Power PSEG Power LLC
An association of two or more interconnected eleslystems having an agreement to coordinate dpesaand
Power Pool . . LS o
planning for improved reliability and efficiencies
PRP Potentially Responsible Parties
PSE&G Public Service Electric and Gas Company
PSEG Public Service Enterprise Group Incorporated
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Term Phrase/Description

Renewable Energy

Energy derived from resources that are regeneratitieat cannot be depleted (i.e. moving water {bytidal
and wave power), thermal gradients in ocean whiemass, geothermal energy, solar energy, and anedgy)

Regulatory Asset

Costs deferred by a regulated utility company icoagance with Accounting Standard Codification To@30:
Regulated operations (ASC 980)

Regulatory Liability

Costs recognized by a regulated utility compangdoordance with ASC 980

RGGI

Regional Greenhouse Gas Initiative

The first mandatory, market-based effort in theSUto reduce greenhouse gas emissions; statesalill
emission allowances through auctions and investga@s in consumer benefits: energy efficiency, waiée
energy, and other clean energy technologies

RPM Reliability Pricing Model (PJM market)
A process for pricing generation capacity basedwarall system reliability requirements; using myéar
forward auctions, participants could bid capaaityhie form of generation, demand response, ormiasson to
meet reliability needs by location and/or an ISOkea

Salem Salem Nuclear Generating Station

SBC Societal Benefits Charge

SEC U.S. Securities and Exchange Commission

Services PSEG Services Corporation

Spill Act New Jersey Spill Compensation and Control Act

TPS Third Party Supplier

Transmission

The high-voltage wires and networks that move @lgtt through states and regions in large quastiti from
power plants where it is produced, to the distidruhetworks that deliver it to homes and busingsse
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigtthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized. The signature of the undersigredpany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P UBLIC SERVICE E NTERPRISE G ROUP | NCORPORATED

By: /s/ RALPH | zzO
Ralph Izzo
Chairman of the Board, President and
Chief Executive Officer

Date: February 25, 2015

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the datéisdted. The signatures of the undersigned skalldemed to relate only to matters having
reference to such company and any subsidiariesdher

Signature Title Date
/s| RALPH | zzoO Chairman of the Board, President, Chief Executiffic€ and February 25, 201
Ralph Izzo Director (Principal Executive Officer)
/s/ CAROLINE D ORSA Executive Vice President and Chief Financial Office February 25, 201
Caroline Dorsa (Principal Financial Officer)
/sl STUART J. BLACK Vice President and Controller February 25, 201
Stuart J. Black (Principal Accounting Officer)
/s/ ALBERT R. GAMPER, JR. Director February 25, 201

Albert R. Gamper, Jr.

/s WiLLIAM V. H ICKEY Director February 25, 201
William V. Hickey

/s/ SHIRLEY A NN JACKSON Director February 25, 201
Shirley Ann Jackson

/s DAVID L ILLEY Director February 25, 201
David Lilley
/sl THOMAS A. RENYI Director February 25, 201

Thomas A. Renyi

/sl HAK CHEOL SHIN Director February 25, 201
Hak Cheol Shin

/sl RICHARD J. SWIFT Director February 25, 201




Richard J. Swift

/s/ SUSAN T OMASKY Director
Susan Tomasky

/s/ ALFRED W. Z OLLAR Director
Alfred W. Zollar
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized. The signature of the undersigradmany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

P UBLIC SERVICE ELECTRIC AND G AS C OMPANY

By: /s/ RALPH L A R0OSSA
Ralph LaRossa
President and Chief Operating Officer

Date: February 25, 2015

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the datéisdted. The signatures of the undersigned skalldemed to relate only to matters having
reference to such company and any subsidiariesdher

Signature Title Date
/s/ RALPH | zzO Chairman of the Board and Chief Executive Officed a February 25, 201
Ralph Izzo Director (Principal Executive Officer)
/s/ CAROLINE D ORSA Executive Vice President and Chief Financial Office February 25, 201
Caroline Dorsa (Principal Financial Officer)
/s/ STUART J. BLACK Vice President and Controller February 25, 201
Stuart J. Black (Principal Accounting Officer)
/s/ ALBERT R. GAMPER, JR. Director February 25, 201

Albert R. Gamper Jr.

/s/ SHIRLEY A NN JACKSON Director February 25, 201
Shirley Ann Jackson

/s RICHARD J. SWIFT Director February 25, 201
Richard J. Swift
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized. The signature of the undersigradmany shall be deemed to relate only to
matters having reference to such company and drsidiaries thereof.

PSEG PoweR LLC

By: /s/ WILLIAM L EVIS
William Levis
President and
Chief Operating Officer

Date: February 25, 2015

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed belptine following persons on behalf of 1
registrant and in the capacities and on the datlisated. The signatures of the undersigned skalldemed to relate only to matters having
reference to such company and any subsidiariesdher

Signature Title Date

/sl RALPH | zzO Chairman of the Board and Chief Executive Officed a February 25, 201
Ralph 1zzo Director (Principal Executive Officer)

/s CAROLINE D ORSA Executive Vice President and Chief Financial Offiaad February 25, 201
Caroline Dorsa Director (Principal Financial Officer)

/sl STUART J. BLACK Vice President and Controller February 25, 201
Stuart J. Black (Principal Accounting Officer)

/s DEREK M. DIRIsIO Director February 25, 201

Derek M. DiRisio

/s/ WILLIAM L EVIS Director February 25, 201
William Levis

/s/ TAMARA L. L INDE Director February 25, 201
Tamara L. Linde

/sl M ARGARET M. PEGO Director February 25, 201
Margaret M. Pego
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EXHIBIT INDEX

The following documents are filed as a part of tiisort:

a. PSEG:
Exhibit 10a(23)
Exhibit 12:
Exhibit 21.:
Exhibit 23:
Exhibit 31:
Exhibit 31a:
Exhibit 32:
Exhibit 32a:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:
b. Power:
Exhibit 10a(18)
Exhibit 12a;
Exhibit 23a:
Exhibit 31b:
Exhibit 31c:
Exhibit 32b:
Exhibit 32c:
Exhibit 101.INS:
Exhibit 101.SCH:
Exhibit 101.CAL:
Exhibit 101.LAB:
Exhibit 101.PRE:
Exhibit 101.DEF:
c. PSE&G:
Exhibit 10a(21)

Agreement with Tamara L. Lirgited June 18, 2014
Computation of Ratios of Earnings to Fixed Charges
Subsidiaries of the Registrant
Consent of Independent Registered Public Accouriing
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 Calculation Linkbase
XBRL Taxonomy Extension Labels Linkbase
XBRL Taxonomy Extension Presentation Linkbase
XBRL Taxonomy Extension Definition Document

Agreement with Tamara L. Lirgited June 18, 2014
Computation of Ratios of Earnings to Fixed Charges
Consent of Independent Registered Public Accourking
Certification by Ralph 1zzo Pursuant to Rules 13aafhd 15d-14 of the 1934 Act
Certification by Caroline Dorsa Pursuant to Rul8a-14 and 15d-14 of the 1934 Act
Certification by Ralph 1zzo Pursuant to Section@85Chapter 63 of Title 18 of the U.S. Code
Certification by Caroline Dorsa Pursuant to Secfi@60 of Chapter 63 of Title 18 of the U.S. Code
XBRL Instance Document
XBRL Taxonomy Extension Schema
XBRL Taxonomy Calculation Linkbase
XBRL Taxonomy Extension Labels Linkbase
XBRL Taxonomy Extension Presentation Linkbase
XBRL Taxonomy Extension Definition Document

Agreement with Tamara L. Lirdkted June 18, 2014
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Exhibit 12b: Computation of Ratios of Earnings to Fixed Charges

Exhibit 12c: Computation of Ratios of Earnings to Fixed Changes Preferred Stock Dividend Requirements
Exhibit 23b: Consent of Independent Registered Public Accourking

Exhibit 31d: Certification by Ralph 1zzo Pursuant to Rules 13aafhd 15d-14 of the 1934 Act

Exhibit 31e: Certification by Caroline Dorsa Pursuant to Rulda-14 and 15d-14 of the 1934 Act

Exhibit 32d: Certification by Ralph 1zzo Pursuant to Section@85Chapter 63 of Title 18 of the U.S. Code
Exhibit 32e: Certification by Caroline Dorsa Pursuant to Secfi@60 of Chapter 63 of Title 18 of the U.S. Code
Exhibit 101.INS: XBRL Instance Document

Exhibit 101.SCH: XBRL Taxonomy Extension Schema

Exhibit 101.CAL: XBRL Taxonomy Calculation Linkbase

Exhibit 101.LAB: XBRL Taxonomy Extension Labels Linkbase

Exhibit 101.PRE: XBRL Taxonomy Extension Presentation Linkbase

Exhibit 101.DEF: XBRL Taxonomy Extension Definition Document
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EXHIBIT 10a

Margaret M. Pego Human Resources
Senior Vice President-Human Resources 80 Paza, T4, Newark, NJ 07102
and Chief Human Resources Officer tel: 983B-4243 fax: 973-643-6063

email: Margaret.Pego@pseg.com

2 PSEG

Services Corporation

June 18, 2014

Tamara L. Linde
954 West Front Street
Red Bank, NJ 07701

Dear Tamara:

| am pleased to offer you the position of Executive Vice President and General Counsel in PSEG Services
Corporation, effective July 2, 2014. In this position, you will be paid a base annual salary of $470,000. You shall be
eligible for your next salary review in January 2015. Salary reviews will be conducted annually thereafter.

You will be eligible to participate in PSEG’s Senior Management Incentive Compensation Plan (“SMICP”) under
the terms and conditions of the SMICP. Your target incentive award for 2014 will be 65% of your base salary, however,
you may be eligible to receive up to 97.5% of your base salary dependent upon business results. Targets and awards
may be adjusted from time to time in accordance with established plan procedures. There is no guarantee of payment
under the SMICP, and any such payment will be contingent upon your establishment and successful completion of
goals and objectives. Your first award under the SMICP, if earned, will be based upon the successful completion of
goals and objectives for 2014 and payable in 2015. Any SMICP award for 2014 will be prorated based on your
promotion date of July 2, 2014. You will be eligible for a prorated Management Incentive Compensation Plan (“MICP”)
award for the period January 1 to July 1, 2014.

You will continue to be a participant in the PSEG 2004 Long-Term Incentive Plan as amended (“LTIP”). It will be
recommended to the Organization and Compensation Committee (“O&CC”) that you be granted a total 2014 LTIP
award of $437,500. This award total will be reduced by your recent 2014 LTIP award of $200,000 resulting in an
additional LTIP award of $237,500. As a Senior Officer, this and future grants will be in the form of 40% as Restricted
Stock Units (“RSUs") and 60% as Performance Share Units (“PSUs"). In the future, the number and form of LTIP grants
recommended in any given year will appropriately reflect your responsibilities and ability to contribute to the long-term
success of PSEG and is subject to the approval of the O&CC of the Board. All grants under the LTIP for 2014 and any
future years will be subject to the terms of the LTIP and the related grant award agreements.

You will continue to be eligible to participate in the PSEG Deferred Compensation Plan For Certain Employees
(“Deferred Compensation Plan”), which will allow you to defer all or a portion of your base pay and/or any cash
incentive you may receive in any given year. In November, you will receive information regarding participation in the
Deferred Compensation Plan for 2015.




For 2015, you will continue to be eligible to participate in the PSEG Equity Deferral Plan (“Deferred Equity
Plan”), which will allow you to defer all or a portion of the receipt of shares under the LTIP. In November 2014, you will
receive information regarding participation in the Deferred Equity Plan for 2015.

If, at the time you terminate from employment, you are determined to be a “specified employee” as defined in
Section 409A of the Internal Revenue Code of 1986, as amended (“Section 409A”), your nonqualified deferred
compensation payments will be delayed for six months following your termination of employment to the extent
necessary to satisfy Section 409A.

You will continue to be a Schedule A participant in the Key Executive Severance Plan of Public Service
Enterprise Group Incorporated, as amended from time to time.

You will be eligible for an annual physical examination through the University of Pennsylvania .

You will continue to be provided a parking space in the Company parking garage in Newark, NJ. Aditionally, you
will be eligible for a monthly vehicle stipend of $1,000.

You will be required to own and retain a level of company stock commensurate with your new position as
outlined in the attached Officer Stock Ownership and Retention Policy.

At all times, your employment with PSEG Services Corporation is and will be considered at-will, which means
that either you or the Company is free to terminate the employment relationship at any time, for any reason, with or
without cause.

This letter shall not be construed, nor is it intended to be construed, as a binding contract of employment.
Additionally, enclosed is a booklet referencing the Responsibilities of Corporate Officers and Directors.

Finally, you will be required to sign the enclosed Confidentiality, Non-Competition, and Non-Solicitation
Agreement, and the enclosed Arbitration Agreement.

If the foregoing is in accordance with your understanding, please sign this letter and the enclosed Agreements,
and return them to me.

Sincerely,
/sl Margaret M. Pego
Margaret M. Pego

Senior Vice President - Human Resources
and Chief Human Resources Officer

Agreed to this 2nd day of July , 2014.

/s/ Tamara L. Linde
Tamara L. Linde




Attachments:
1. Officer Stock Ownership & Retention Policy
2. Responsibilities of Corporate Officers and Directors
3. Confidentiality, Non-Competition and Non-Solicitation Agreement
4. Arbitration Agreement




PSEG OFFICER STOCK OWNERSHIP AND RETENTION POLICY

Revised July 15, 2013

Purpose

The purpose of the PSEG Officer Stock Ownership and Retention Policy (the “Policy) is to strengthen the
alignment of the interests of management with the interests of shareholders.

Covered Officers

This Policy applies to all officers at the level of Vice President and above of Public Service Enterprise Group
Incorporated (the “Company”) , Public Service Electric and Gas Company, PSEG Power LLC, PSEG Energy
Holdings L.L.C., PSEG Services Corporation, PSEG Fossil LLC (“Fossil”), PSEG Nuclear LLC (“Nuclear”),
PSEG Global L.L.C. and PSEG Resources L.L.C. This Policy also applies to the President of PSEG Energy
Resources & Trade LLC (“ER&T”). In addition, officers at the Vice President and above levels of newly-
formed subsidiaries may be subject to this Policy as determined in writing by the Company’s Chief Executive
Officer ("CEQ”). Each such officer to which this Policy applies shall be hereinafter referred to as a “Covered
Officer.”

Retention Requirement

Multiple of Salary Requirement

As set forth below, each Covered Officer shall, during the Covered Officer's employment, maintain ownership
of a sufficient number of shares of the Company’s Common Stock (“Shares”) having a market value equal to
the following multiples of such covered officer's annual base salary, as in effect from time to time (the
“Multiple of Salary Requirement”):

Position Multiple

Chief Executive Officer 6
President/Chief Operating Officer 3
Executive Vice President 3
President (Fossil, Nuclear and ER&T) 2
Senior Vice President 2

Vice President 1

Compliance with the above shall be determined annually as of January 1 *by multiplying the number of the
Covered Officer's Qualifying Shares (as defined below) by the average of the daily closing price of the Shares
on the New York Stock Exchange for the preceding 12 months (the “Annual Value”).




Equity Compensation Awards

In addition to the Multiple of Salary Requirement described above, Covered Officers shall retain not less than
100%, after tax and costs of issuance, of all Shares acquired by the Covered Officer through equity grants
made by the Company, including the vesting of restricted stock or restricted stock units, the payout of
performance awards and the exercise of option grants (“Equity Compensation Awards”), until it is determined
that the Covered Officer satisfies the Multiple of Salary Requirement (the “Actual Compliance Date”).

Upon satisfaction of the Multiple of Salary Requirement, Covered Officers shall retain 25%, after tax and
costs of issuance, of all Shares acquired as a result of the vesting, exercise or payout of any Equity
Compensation Award, until the Covered Officer retires or his or her employment otherwise ends. A Covered
Officer's Multiple of Salary Requirement and the requirements with respect to retention of Equity
Compensation Awards described herein comprise a Covered Officer's “Retention Requirement” under this
Policy.

For the avoidance of doubt, the calculation of the Retention Requirement following the Actual Compliance
Date will include only those Shares acquired as a result of the vesting, exercise or payout of any Equity
Compensation Award granted to the Covered Officer at any time following such Covered Officer's Actual
Compliance Date.

Time Period to Achieve Compliance

Each Covered Officer who was serving as of the date this Policy was initially adopted (November 20, 2007)
shall acquire the applicable amount of Qualifying Shares to satisfy the Retention Requirement by January 1,
2013. Each Covered Officer newly elected or promoted after November 20, 2007 shall acquire the applicable
amount of Qualifying Shares and satisfy the Retention Requirement for such position no later than January 1
sfollowing the fifth anniversary of the date of each such election or promotion (the “Required Compliance
Date”).

A change in a Covered Officer’'s Retention Requirement that results from an adjustment to a Covered
Officer’s base salary will become effective as of January 1 *in the year immediately following such change
and will be assessed as part of the annual review for such subsequent calendar year.

Qualifying Shares

In fulfilling the Retention Requirement, all Shares owned by the Covered Officer shall be counted, including (i)
Shares held in trusts for the benefit of immediate family members where the covered officer is the trustee, (ii)
Shares granted to the Covered Officer in the form of restricted stock or restricted stock units, whether or not
vested, and (iii) Shares credited to the covered officer's account in the Company’s Thrift and Profit-Sharing
Plan. In addition, for the purposes of compliance with this Policy, all restricted stock units, and all dividend
equivalent units related thereto, held by the covered officer shall be considered as qualifying Shares
(“Qualifying Shares”).

Stock options and performance units (as distinct from Shares which are actually issued as a result of exercise
or vesting) shall not be counted as Qualifying Shares. As provided in Practice 615-6, the PSEG Insider
Trading Practice “short sales” of Shares, including the purchase “puts”




or “collars,” or otherwise hedging or pledging Shares is prohibited, and as such could are not counted as
Qualifying Shares.

Administration

The Organization and Compensation Committee of the Company’s Board of Directors (“Committee”) shall
have authority to vary the application of the provisions of this Policy for good cause or exceptional
circumstances. The Senior Vice President - Human Resources shall report annually to the Committee on the
status of each Covered Officer's compliance with this Policy. In the event a covered officer is not in
compliance with any provision of this Policy, the Committee may take such action as it deems appropriate,
consistent with the provisions of the Company’s compensation plans and applicable law and regulations, to
enable the covered officer to achieve compliance at the earliest practicable time or otherwise enforce this
Policy. Such action may include establishing conditions with respect to all or part of any award granted under
the terms of any of the Company’s incentive compensation programs.




CONFIDENTIALITY, NON-COMPETITION
AND NON-SOLICITATION AGREEMENT

In consideration of employment with PSEG Services Corporation, or any and all of its past, present or
future predecessors, successors, parents, affiliated or subsidiary companies, divisions, or assigns thereof
(the “Company”), | hereby agree to the following terms of this Confidentiality, Non-Competition and Non-
Solicitation Agreement (the “Agreement”):

1. Confidentiality

a.

| acknowledge that, during the course of my employment, | will come into possession of
confidential Company information. | further acknowledge that this “Confidential Information” is a
valuable, special, and unique business asset to the Company. | further acknowledge that it is
the Company’s policy to maintain as secret and confidential all Confidential Information, and
that the disclosure of Confidential Information could cause irreparable damage to the Company.
In recognition of the foregoing, | agree, at all times during the term of my employment with the
Company and thereatfter, to hold in strict confidence, and not to participate in the “Unauthorized”
use of or to disclose to any person or entity any Confidential Information which | encounter,
discover, obtain, conceive, create or develop.

As used in this Agreement, the term “Confidential Information” means any Company proprietary
information, technical, business and financial data, knowledge, or trade secrets, including, but
not limited to, research, products, services, vendor lists, identity of vendors, supplier lists,
identity of suppliers, customer lists, identity of customers, contracts, agreements, identities of
purchasers/sellers, leases, identities of lessors/lessess, licenses, account numbers, pricing
information and costs, markets, software, computer programs, ideas, concepts, developments,
inventions, discoveries, protocols, scripts, procedures and modes of operation, interfaces,
works of authorship, databases or database criteria, methodologies, processes, formulas,
computer codes, technology, designs, models, drawings, measures, internal documentation,
engineering materials, hardware information, marketing data, finances, budgets, projections,
forecasts, strategies, plans, organizational information/structure, employee and personnel
information (including but not limited to salaries and other terms of compensation), other
business information disclosed to me by the Company either directly or indirectly in writing,
orally or by drawings or observation during the period of my employment with the Company,
and any other information relating to matters within the scope of Company business or
concerning any Company dealings or affairs.

As used in the Agreement, the term “Unauthorized” shall mean any use or disclosure, whether
intentional or not: (i) in violation or contravention of the Company’s policies or procedures; (ii)
inconsistent with the Company’'s measures to protect its interests in the Confidential
Information; (iii) in violation or contravention of any lawful instruction or directive, either written
or oral, of a Company employee empowered to issue such instruction or directive; and/or (iv) in
contravention of any duty existing under law or contract.




During my employment with the Company and thereafter, | agree to take any and all reasonable
and lawful measures to prevent the Unauthorized use and disclosure of Confidential Information
by me, persons under my direction and/or supervision, or other persons about whom | have
knowledge of having engaged in the Unauthorized use or disclosure of Confidential Information.

| agree to promptly disclose to the Company, as appropriate, all Confidential Information
developed in whole or in part by me during my employment with the Company and which
relates to the Company’s business. Such Confidential Information is, and shall remain, the
exclusive property of the Company. All writings created during my employment with the
Company (excluding writings unrelated to the Company’s business) are considered to be “works
for hire” for the benefit of the Company, and, as such, the Company shall own all rights in such
writings.

| understand that Confidential Information includes, but is not limited to, information pertaining to
any aspect of the Company’s business which is either information not known by actual or
potential competitors of the Company or is confidential or proprietary information of the
Company or its customers or suppliers, whether of a technical nature or otherwise.
Notwithstanding the foregoing, | understand that Confidential Information shall not include: (i)
any of the foregoing items which have become publicly known through no wrongful act of mine
or of others who were under confidentiality obligations as to the item or items involved; or (ii)
any information that | am required to disclose to, or by, any governmental or judicial authority;
provided, however, that | give the Company prompt written notice thereof so that the Company
may seek an appropriate protective order and/or waive in writing compliance with the
confidentiality provisions of this Agreement.

| represent that my performance of all terms of this Agreement as an employee of the Company
has not breached and will not breach any agreement to keep in confidence proprietary
information, knowledge or data acquired by me in confidence or trust prior or subsequent to the
commencement of my employment with the Company, and | will not disclose to the Company,
or induce the Company to use, any inventions, confidential or proprietary information or material
| may have obtained in connection with employment with any prior employer in violation of a
confidentiality agreement, nondisclosure agreement or similar agreement with such prior
employer. | further represent that my employment by the Company and the performance of my
duties for the Company will not violate any agreement to which I am bound, including, but not
limited to, confidentiality, non-competition and non-solicitation agreements.

| recognize that the Company has received and in the future will receive confidential or
proprietary information from third parties subject to a Company duty to maintain the
confidentiality of such information and to use it only for certain limited purposes. | agree to hold
all such confidential or proprietary information in the strictest confidence and not to disclose it to
any person, firm or corporation or to use it except as necessary in carrying out my work for the
Company consistent with the Company’s agreement with any such third party.




2.  Non-Competition

a.

During my employment with the Company, | agree not to compete in any manner, either directly
or indirectly, whether for compensation or otherwise, with the Company, or to assist any other
person or entity, business or otherwise, to compete with the Company. Further, during my
employment with the Company, | agree not to engage in other conduct, employment or
business enterprise that is in conflict with, may present an actual conflict with, or may appear to
be in conflict with or to present a conflict with, the Company without the prior written consent of
the Company. Such consent shall not be effective unless it is provided in writing by the Vice
President (or his/her superior(s)) of the business unit in which I am employed. | further
acknowledge that the scope of the Company’s business may change from time to time without
notice to me and without formal amendment of this Agreement.

3. Non-Solicitation

a.

| recognize and acknowledge that during my employment with the Company, | will have access
to, learn, be provided with and, in some cases, prepare and create certain Confidential
Information, all of which is of substantial value to the Company’s business. | further recognize
that | will have substantial contacts with customers, clients, investors, consultants, contractors
and strategic partners of the Company and hereby acknowledge a fiduciary relationship will
exist between me and the Company by reason of my having received and been privy to client,
customer and other proprietary information which would give me an unfair advantage in
attracting the Company’s clients and customers or otherwise competing against the Company.

In light of the foregoing, during my employment with the Company and for a period of 12 months
following the termination of my employment with the Company for any reason, | shall not either
on my own behalf or on behalf of any other person or entity, business or otherwise (other than
the Company), directly or indirectly:

(i) hire, solicit, or induce, or in any manner attempt to hire, solicit, or induce, any person who
either at the time of such hiring, solicitation, or inducement or within the prior 12 months is
employed by, an agent of, or a service provider to the Company, to terminate such person’s
employment, agency or service, as the case may be, with the Company;

(i) call on, solicit or service any person or entity who was or is then a customer, vendor,
supplier, licensee, licensor, purchaser, seller, lessee, lessor, or any other person or entity
sharing a business relationship with the Company, in order to induce or attempt to induce the
same to cease doing business with the Company, or in any way interfere with the relationship
between any such customer, vendor, supplier, licensee, licensor, purchaser, seller, lessee,
lessor, or any other person or entity sharing a business relationship with the Company
(including, without limitation, making any negative statements or communications about the
Company); or

(i) call on, solicit or service any person or entity who was identified as a potential customer,
vendor, supplier, licensee, licensor, purchaser, seller, lessee, lessor, or any other person or
entity sharing a business relationship with the Company at the time




| was an employee of the Company and with respect to which | participated, directly or actively,
in conducting business on behalf of the Company, in order to induce or attempt to induce the
same to cease doing business with the Company, or in any way interfere with the relationship
between any such customer, vendor, supplier, licensee, licensor, purchaser, seller, lessee,
lessor, or any other person or entity sharing a business relationship with the Company
(including, without limitation, making any negative statements or communications about the
Company).

4. Inventions

a.

| have attached hereto, as Exhibit A, a list describing with particularity all intellectual property,
including, but not limited to, property inventions, copyrights, copyright applications or
registrations, original works of authorship, developments, improvements, patents, patent
applications, trademarks, trademark applications, trade names or trade secrets which were
created or owned by me prior to the commencement of my employment and which belong
solely to me or belong to me jointly with another, which relate in any way to any of the
Company’s proposed businesses, products or research and development (collectively referred
to as “Prior Inventions”), and which are not assigned to the Company. If disclosure of any such
Prior Inventions would cause me to violate any prior confidentiality agreement, | understand that
| am not to list such Prior Inventions in Exhibit A but am only to disclose a cursory name for
each such invention, a listing of the parties to whom it belongs and the fact that full disclosure
as to such inventions has not been made for that reason (to the extent these disclosures would
not violate the confidentiality agreement). A space is provided on Exhibit A for such purpose. If |
have no Prior Inventions to list, | will return Exhibit A with the appropriate box marked. If, in the
course of the Employment Period, | agree to incorporate into a Company product, process or
machine a Prior Invention owned by me or in which | have an interest, absent a prior written
agreement or license between myself and the Company for such incorporation of the Prior
Invention into a Company product, process or machine, then the Company is hereby granted
and shall have a non-exclusive, royalty-free, irrevocable, perpetual, worldwide license (with the
right to sublicense) to make, have made, copy, modify, make derivative works of, use, sell and
otherwise distribute such Prior Invention as part of or in connection with such product, process
or machine.

| agree that | will, without additional compensation, promptly make full written disclosure to the
Company, will hold in trust for the sole right and benefit of the Company, and hereby assign to
the Company and its successors and assigns my entire right, title, and interest throughout the
world in any and all inventions, ideas, developments, concepts, know-how, improvements, trade
secrets, or original works of authorship, regardless of whether or not any such inventions, ideas
developments, concepts, know-how, improvements, trade secrets, or original works of
authorship are in whole or in part capable of being patented, copyrighted or trademarked, which
| may solely or jointly conceive, develop or reduce to practice, or cause to be conceived,
developed or reduced to practice, while employed by the Company (whether or not during
regular working hours) and which relate in any manner to the actual or reasonably anticipated
business, research and/or other activities of the Company or which is suggested by or results
from any task assigned to or performed by me on behalf of the Company. This assignment set
forth in this Section (4)(b) will




continue in full force and effect for a period of 12 months following the termination of my
employment with the Company for any reason, provided the inventions, ideas, developments,
concepts, know-how, improvements, trade secrets, or original works of authorship either: (i)
relate at the time of conception or development to the actual or demonstrably proposed
business or research and development activities of the Company; (ii) result from or relate to any
work performed for the Company; or (iii) are developed through the use of Confidential
Information and/or Company owned resources or in consultation with Company personnel
(collectively referred to as “Inventions”). | further acknowledge that all Inventions which are
made by me (solely or jointly with others) within the scope of and during my employment with
the Company are “works made for hire” (to the greatest extent permitted by applicable law) for
which | am, in part, compensated by my salary, unless regulated otherwise by law; but that, in
the event any such Invention is deemed not to be a work made for hire, | hereby assign all
rights in such Invention to the Company. | further represent and agree that to the best of my
knowledge and belief, the practice by the Company of any of the Inventions will not violate or
infringe upon any right, patent, copyright, trademark or right of privacy, or constitute libel or
slander against or violate any other rights of any person, firm or corporation, and that I will use
my best efforts to prevent any such violation.

c. | agree to keep and maintain reasonable and current written records of all Inventions made by
me (solely or jointly with others) during my period of employment with the Company. The
records may be in the form of notes, sketches, drawings, flow charts, electronic data or
recordings, laboratory notebooks, and any other format. The records will be available to and
remain the sole property of the Company at all times. | agree not to remove such records from
the Company’s place of business except as expressly permitted by Company policy which may,
from time to time, be revised at the sole discretion of the Company for the purpose of furthering
the Company’s business.

a. | agree to assist the Company, or its designee, at the Company’s expense, in every reasonable
way to secure the Company’s rights in the Inventions and any copyrights, copyright applications
or registrations, patents, patent applications, trademarks, trademark applications, trade names,
service marks, logos, database rights, algorithms, know-how, domain names, or other
intellectual property rights relating thereto in any and all countries, including the disclosure to
the Company of all pertinent information and data with respect thereto, the execution of all
applications, specifications, oaths, assignments, recordations, and all other instruments which
the Company shall deem necessary in order to apply for, obtain, maintain and transfer such
rights and in order to assign and convey to the Company, its successors, assigns and nominees
the sole and exclusive right, title and interest in and to such Inventions, and any intellectual
property or other proprietary rights relating thereto. | further agree that my obligation to execute
or cause to be executed, when it is in my power to do so, any such instrument or papers shall
continue after the termination of this Agreement until the expiration of the last such intellectual
property right to expire in any country of the world. If the Company is unable because of my
mental or physical incapacity or unavailability for any other reason to secure my signature to
apply for or to pursue any application for any United States or foreign patents or copyright
registrations covering Inventions or original works of authorship assigned to the




Company as above, then | hereby irrevocably designate and appoint the Company and its duly
authorized officers and agents as my agent and attorney in fact, to act for and in my behalf and
stead to execute and file any such applications or records and to do all other lawfully permitted
acts to further the application for, prosecution, issuance, maintenance or transfer of letters
patent or registrations thereon with the same legal force and effect as if originally executed by
me. | hereby waive and irrevocably quitclaim to the Company any and all claims, of any nature
whatsoever, which | now or hereafter have for past, present or future infringement of any and all
proprietary rights assigned to the Company.

5. Representations, Warranties and Acknowledgments

a.

| represent and warrant that my employment with the Company does not conflict with nor
appear to conflict with and will not be constrained by any prior business relationship.

| understand and acknowledge: (i) that the Confidential Information is commercially and
competitively valuable to the Company and is vital to the success of the Company’s business at
all locations at which the Company does business; (ii) that the Unauthorized use or disclosure
of said Confidential Information would cause irreparable harm to the Company; (iii) that, by this
Agreement, the Company is taking reasonable steps to protect its legitimate interests in its
Confidential Information; (iv) that the restrictions on the activities in which | may engage set
forth in this Agreement, and the locations and periods of time for which such restrictions apply,
are reasonably necessary in order to protect the Company’s legitimate interests in its
Confidential Information; (v) that nothing herein shall prohibit the Company from pursuing any
remedies, whether in law or equity, available to the Company for breach or threatened breach of
this Agreement, including without limitation the recovery of damages by the Company from me
and the enjoinment of such activities by temporary and permanent injunction; and (vi) by reason
of the foregoing, | consent and agree that if | violate any of the provisions of this Agreement, the
Company shall be entitled, in addition to any remedies the Company may have, including
money damages, to an injunction to be issued by a court of competent jurisdiction, restraining
me from committing or continuing any violations of the provision of this Agreement without the
necessity of posting a bond or proving actual damages.

This Agreement is not applicable to the disclosure of “Confidential Information” in order to
comply with an Order of any court or agency of competent jurisdiction. However, | agree to
notify the Company immediately upon learning that such an Order has been requested or
issued and | agree to advise the issuing court or agency of the existence of this Agreement.

6. Returning Company Property

| agree that, at the time of termination of my employment with the Company for any reason, or at
any time at the request of the Company, | will deliver to the Company (and will not keep in my
possession, recreate or deliver to anyone else) any and all Confidential Information and all other
documents, materials, information or property pertaining to my employment with or otherwise
belonging to the Company. This representation applies




to information in any form, including, but not limited to, originals, photocopies, hard copies, and
electronic versions. | further agree that any property situated on the Company’s premises and
owned by the Company, including disks and other storage media, filing cabinets or other work
areas, is subject to inspection by Company personnel at any time with or without notice.

7. Investing or Trading in Securities

| agree not to solicit, use or disclose any information not generally available to the public, including,
without limitation, Confidential Information, in any manner, directly or indirectly, so that | or any third
party would obtain an advantage, benefit or gain, whether real or potential, over the general public,
whether in connection with investing or trading in securities or for any other purpose.

8. Disclosure of Agreement

For a period of 12 months following the termination of my employment with the Company for any
reason, | will disclose the existence of this Agreement to any prospective employer, partner, co-
venturer, investor or lender prior to entering into an employment, partnership or other business
relationship with such person or entity; provided, however, the foregoing shall not obligate me to
disclose the existence of this Agreement when | am engaging in activities unrelated to the business
of the Company.

9. Reasonableness of Restrictions

| recognize and acknowledge that the restrictions and limitations set forth in this Agreement are
legitimate and reasonable. | further acknowledge that the restrictions and limitations set forth in this
Agreement will in no way interfere with my ability to earn a living following the termination of my
employment with the Company and that my ability to earn a livelihood without violating such
restrictions is a material condition to my employment with the Company.

10. Injunctive Relief

| expressly acknowledge that any breach or threatened breach of any of the terms and/or
conditions set forth in this Agreement will result in substantial, continuing and irreparable injury to
the Company for which the Company would have no adequate remedy at law. Therefore, | hereby
agree that, in addition to any other remedy that may be available to the Company, the Company
shall be entitled to injunctive relief, specific performance or other equitable relief by a court of
appropriate jurisdiction in the event of any breach or threatened breach of the terms of this
Agreement. The Company may seek the foregoing relief without the necessity of posting a bond.
Notwithstanding any other provision to the contrary, | acknowledge and agree that the Non-
Competition Period (Section 2) or the Non-Solicitation Period (Section 3), as applicable, shall be
tolled during any period of violation of any of the covenants in Section 2 or Section 3 hereof and
during any other period required for litigation during which the Company seeks to enforce such
covenants against me if it is ultimately determined that | was in breach of such covenants. The
terms of this paragraph shall not prevent the Company from pursuing any other available remedies
for any breach or threatened breach hereof, including, but not limited to, remedies available under
this Agreement and the recovery of damages.




11.

a.

General

| hereby acknowledge, and | agree not to claim any additional or special payment for my
assignment of property contemplated in Section 4(b) above, and/or for my compliance with the
other covenants and agreements herein contained.

This Agreement shall be governed by and in accordance with the laws of the State of New
Jersey and is being executed in the State of New Jersey. The laws of New Jersey (including the
choice of law rule of New Jersey) shall govern the validity and interpretation of this Agreement
as well as the performance by me and the Company of our respective duties and obligations.
Any dispute or claim relating to this Agreement shall be brought in a court of competent
jurisdiction in New Jersey, and | hereby agree and consent to personal jurisdiction in New
Jersey.

This Agreement shall not in any way be construed as to change, alter or modify the
employment-at-will relationship between the Company and me.

If any provision or clause of this Agreement, or portion thereof, shall be held by any court or
other tribunal of competent jurisdiction to be illegal, void or unenforceable in such jurisdiction,
the remainder of such provisions shall not thereby be affected and shall be given full effect,
without regard to the invalid portion. It is agreed that it is the intention of the parties to this
Agreement that if any court construes any provision or clause of this Agreement, or any portion
thereof, to be illegal, void or unenforceable because of the duration of such provision or the
area or matter covered thereby, such court shall reduce the duration, area, or matter of such
provision and, in its reduced form, such provision shall then be enforceable and shall be
enforced.

This Agreement sets forth the entire agreement and understanding between the Company and
me relating to the subject matter herein and merges all prior discussions between us. No
modification or amendment to this Agreement, nor any waiver of any rights under this
Agreement, will be effective unless in writing signed by the party to be charged. Any subsequent
change or changes in my duties, obligations, rights or compensation will not affect the validity or
scope of this Agreement.

| agree that if subsequent to execution of this Agreement | am transferred to or accept another
position with any company affiliated with the Company, this Agreement shall continue in effect
and shall be deemed as having been automatically assigned to such entity. Further, no change
in assignment, position, department, division, unit or location to which | am assigned shall in any
way affect the obligations under this Agreement. This Agreement shall not be affected by any
change in name of the Company, or any consolidation, merger, acquisition or addition or
deletion, and shall be automatically assigned to any successor company of the Company, and
continue in full force and effect thereafter in accordance with its terms.

This Agreement shall inure to the benefit of the Company’s successors or assigns and, as far as
legally possible, shall be binding upon my heirs, legal representations and assigns.




h. This Agreement shall survive termination of my employment with the Company irrespective of
the reasons therefor.

i. The Company’s waiver or failure to enforce the terms of this Agreement or any similar agreement
in any one instance shall not constitute a waiver of its rights hereunder with respect to other
violations of this Agreement.

j. 1 acknowledge that: (i) | have read and understand this Agreement; (ii) | fully understand the
limitations which it imposes on me; (iii) | have had the opportunity to review this Agreement with
the counsel of my choice; and (iv) | have signed and entered into this Agreement voluntarily and
of my own free will.

Acknowledged, accepted and agreed this 2nd day of July , 2014
(Date) (Month) (Year)

Signature of Employee: /s/ Tamara L. Linde

Printed name of Employee: Tamara L. Linde




EXHIBIT A

LIST OF PRIOR INVENTIONS
AND ORIGINAL WORKS OF AUTHORSHIP
EXCLUDED FROM SECTION 4 OF THE AGREEMENT

Title Date Identifying Number or Brief Description

\ No inventions or improvements
Additional Sheets Attached
Due to a prior confidentiality agreement, | cannot complete the disclosure above with respect to

inventions or improvements generally listed below. Disclosing such information listed below will not
violate the confidentiality agreement by which I am bound.

Invention or Improvement Parties Relasioip

Signature of Employee: /s/ Tamara L. Linde

Printed Name of Employee: Tamara L. Linde




MANDATORY ARBITRATION AGREEMENT FOR OFFICERS (“Agre ement”)

As a condition of and in consideration for your employment with Public Service Enterprise Group, its
subsidiaries or affiliates (“PSEG”), you agree that any and all disputes arising out of or relating to your
employment with PSEG, the termination of your employment, or this Agreement will, at the demand of either
party, be resolved through binding arbitration. Specifically:

* You agree to waive your right to a jury trial and a judicial forum in any action or proceeding related to
your employment with PSEG, the termination of your employment, or this Agreement whether the
claim is based upon statute, regulation, contract, tort or other common law principles. Such claims
include but are not limited to claims of workplace discrimination, harassment, or retaliation. This waiver
applies to claims against PSEG, its past, present or future, parents, affiliated or subsidiary companies,
divisions, assigns, successors, insurers, and each of its/their past, present or future officers, directors,
agents, consultants, employees, attorneys, boards of directors, and representatives.

* You understand that all substantive rights will be preserved in the arbitral forum, including any
remedies that may be available.

* You acknowledge that the statute of limitations provided for by law will apply to any claim you may
have, and any claim will be barred by the statute of limitations if a demand for arbitration is not made
within that statute of limitations period.

* To the extent permitted by law, you agree that you will not participate in and are precluded from
participating in any class or collective action, whether in a judicial or arbitral forum, related to your
employment with PSEG or the termination thereof.

* You understand that claims for workers’ compensation benefits or unemployment benefits are not
subject to this Agreement as well as any claims where a judicial forum may not be waived by law.

Any arbitration under this Agreement will be administered by the American Arbitration Association (“AAA”) in
accordance with the Employment Dispute Resolution Rules of the AAA and in accordance with the Federal
Arbitration Act. Arbitration will be conducted before one arbitrator at the AAA offices in Somerset, New Jersey
or, by mutual consent, at another location agreed to by both parties. Following the demand for arbitration,
either party may propose an arbitrator, and the parties will attempt to mutually agree upon an arbitrator. If the
parties cannot mutually agree to an arbitrator within 30 days from the date the demand for arbitration is filed,
the parties will notify AAA, and the parties will select an arbitrator utilizing AAA’s regular process for the
selection of arbitrators. Based on your position as an officer of the Company, each party will pay one-half of
the filing fee, the arbitrator’'s fees, and administrative expenses related to the arbitration. Each party, if they
choose to be represented, will be responsible for their own attorneys’ fees and related costs. The arbitrator
may award either party reasonable attorneys’ fees and costs in accordance with and to the extent provided
for by applicable laws.

Each party agrees to keep all such disputes and arbitration proceedings, and the facts underlying or related
to any claims, strictly confidential except for disclosure of information required by law. The foregoing is not
intended to preclude communications with previously identified fact and expert witnesses for the purpose of
arbitrating the matter(s) in dispute. Each party further agrees to abide by and perform any award rendered by
the arbitrator, and that a judgment of a court of competent jurisdiction may be entered on the award.




If any clause of this Agreement should ever be determined to be illegal, void, or unenforceable, it is agreed that such
determination will not affect the enforceability of any other clause or the remainder of the Agreement, which
shall be enforced to the maximum extent possible. Further, if any provision of this Agreement is held to be
overbroad or unreasonable, such provision shall be given effect to the maximum extent possible under law.

This Agreement will remain in full force and effect if you assume a new position within PSEG, including any
transfer to a subsidiary or affiliate.

This Agreement does not alter your employment relationship with the Company which is employment at-will
as explained in the accompanying offer letter.

You have a right to carefully review this Agreement and to consult with a person of your choosing, including
an attorney (at your own expense), before signing this document.

If you have any questions regarding this Agreement, please contact the individual in Compensation &
Benefits you are working with in connection with your offer of employment.

By signing this document, you represent that you are entering into this Agreement knowingly and voluntarily
and free from any duress or coercion.

Acknowledged, accepted and agreed this 2nd day of July , 2014
(Date) (Month) (Year)

Signature of Employee: /s/ Tamara L. Linde

Printed name of Employee: Tamara L. Linde




EXHIBIT 12

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

Years Ended
December 31,
2014 2013 2012 2011 2010

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $2,45¢ $2,05¢ $2,011 $2,38 $ 2,61¢
(Income) Loss from Equity Investees, net of Disitibns 4 @) 9 (4) (19
Fixed Charges 45C 45¢ 47¢ 52z 571
Capitalized Interest (16) (16) (29 (14 (67)
Preferred Securities Dividend Requirements of Slibses — — — — (2
Total Earnings $2,89 $249( $2,48( $2,88t $ 3,09¢
Fixed Charges as Defined in Regulation S-K (B)
Interest Expense $ 43C $ 44z $ 465 $ 50 $ 55E
Interest Factor in Rentals 20 16 14 13 14
Preferred Securities Dividend Requirements of Slikses — — — — 2
Total Fixed Charges $ 45C $ 456 $ 47¢ $ 52z $ 571
Ratio of Earnings to Fixed Charges 6.4: 5.44 5.1¢ 5.5¢ 5.4:

(A) The term “earnings” shall be defined as preitecome from Continuing Operations before incomées from equity investees plus
distributed income from equity investees. Add te-fax income the amount of fixed charges adjusiezktlude (a) the amount of any
interest capitalized during the period and (b)abtial amount of any preferred securities dividesgiirements of majority-owned
subsidiaries stated on a pre-tax level.

(B) Fixed Charges represent (a) interest, whedkpensed or capitalized, (b) amortization of déktalint, 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 12a

PSEG POWER LLC
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES

Years Ended
December 31,
2014 2013 2012 2011 2010

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

Pre-tax Income from Continuing Operations $1,251 $1,06c $1,09¢ $1,70: $1,93-
(Income) Loss from Equity Investees, net of Disitibns 3 (10 (6) (12 (8)
Fixed Charges 15C 14z 164 20¢ 23¢
Capitalized Interest 1 1 (6) (20 (63)
Total Earnings $1,408 $1,197 $1,251 $1,88¢ $2,09¢
Fixed Charges as Defined in Regulation S-K (B)

Interest Expense $ 146 $ 13¢ $ 161 $ 20t $ 23t
Interest Factor in Rentals 4 4 3 3 3
Total Fixed Charges $ 15C $ 14: $ 164 $ 20¢ $ 23¢
Ratio of Earnings to Fixed Charges 9.317 8.317 7.65 9.0¢ 8.82

(A) The term “earnings” shall be defined as preitecome from Continuing Operations before incomées from equity method
investees plus distributed income from equity itges. Add to pre-tax income the amount of fixedges 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 12b

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

Years Ended
December 31,
2014 2013 2012 2011 2010

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

Pre-tax Income from Continuing Operations $1,172 $ 99 $ 83t $ 861 $ 591
Fixed Charges 30z 31€ 314 31¢ 32t
Capitalized Interest (16) (16) (13) (4) %)
Total Earnings $1,461 $1,29¢ $1,13¢ $1,17¢ $ 914
Fixed Charges as Defined in Regulation S-K (B)

Interest Expense $ 29t $ 30 $ 30¢€ $ 314 $ 32
Interest Factor in Rentals 10 7 6 5 5
Total Fixed Charges $ 305 $ 31€ $ 314 $ 31¢ $ 32¢
Ratio of Earnings to Fixed Charges 4.82 4.0¢ 3.62 3.6¢ 2.81

(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 interesttakged during the period.

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



EXHIBIT 12c

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

Years Ended
December 31,
2014 2013 2012 2011 2010

Earnings as Defined in Regulation S-K (A):
Pre-tax Income from Continuing Operations $1,17¢ $ 995 $ 83t $ 861 $ 591
Fixed Charges 303 31¢€ 314 31¢ 327
Capitalized Interest (16) (16) (13 4 ()
Preferred Securities Dividend Requirements — — — — 2
Total Earnings $1,461 $1,29¢ $1,13€ $1,17¢ $ 914
Fixed Charges as Defined in Regulation S-K (B)
Interest Expense $ 29T $ 30 $ 30¢ $ 314 $ 32C
Interest Factor in Rentals 10 7 6 5 5
Preferred Securities Dividend — — — — 1
Adjustments to state Preferred Securities Dividesnda pre-income tax
basis — — — — 1
Total Fixed Charges $ 305 $ 31€ $ 314 $ 31¢ $ 327
Ratio of Earnings to Fixed Charges 4.8z 4.0¢ 3.62 3.6¢ 2.8C

(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 subsidsrend (c) preferred stock dividends which werduihed in such fixed charges
amount but not deducted in the determination oftaxencome.

(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 (d@¢ferred securities dividend requirements of majarivned subsidiaries and preferred
stock dividends, increased to reflect the pre-taxiegs requirement for PSE&G.



EXHIBIT 21

PUBLIC SERVICES ENTERPRISE GROUP INCORPORATED
SIGNIFICANT SUBSIDIARIES

State of

Name Ownership 9 Incorporation
Public Service Electric and Gas Company 10C New Jersey
PSEG Power LLC 10C Delaware
PSEG Fossil LLC 10C Delaware
PSEG Nuclear LLC 10C Delaware
PSEG Energy Resources & Trade LLC 10C Delaware

The remaining subsidiaries of Public Service EniegpGroup Incorporated are not significant asrafiin Regulation S-X.



Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statement Nos. 333-120100, 333-106338;138126, and 333-193127 on Forms
S-8 and Registration No. 333-200352 on Form S-@uofreports dated February 25, 2015, relating écctinsolidated financial statements and
consolidated financial statement schedule of Pudicvzice Enterprise Group Incorporated and subrsédigthe “Company,”) and the
effectiveness of the Company’s internal controlrdirancial reporting, appearing in the Annual Remm Form 10-K of Public Service
Enterprise Group Incorporated for the year endecebBer 31, 2014.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 25, 2015



Exhibit 23a

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-200354 on Forr8 8f our report dated February 25, 2(
relating to the consolidated financial statemenis eonsolidated financial statement schedule of8&Bwer LLC and subsidiaries, appea
in this Annual Report on Form 10-K of PSEG PoweCLior the year ended December 31, 2014.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 25, 2015



Exhibit 23b

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement No. 333-200353 on Forr@ &Four report dated February
2015, relating to the consolidated financial staets and consolidated financial statement scheafuReiblic Service Electric and C

Company and subsidiaries, appearing in this AnRegort on Form 16 of Public Service Electric and Gas Company f@ jkea
ended December 31, 2014.

/s/Deloitte & Touche LLP
Parsippany, New Jersey
February 25, 2015



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:

| have reviewed this Annual Report on FormKLOf Public Service Enterprise Group Incorpora

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

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

The 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

February 25, 2015 /s/ Ralph Izzo

Ralph Izzo
Public Service Enterprise Group Incorporated
Chief Executive Officer



EXHIBIT 31a

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

| have reviewed this Annual Report on FormKLOf Public Service Enterprise Group Incorpora

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such 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

February 25, 2015 /s/ Caroline Dorsa

Caroline Dorsa
Public Service Enterprise Group Incorporated
Chief Financial Officer



EXHIBIT 31b

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

I, Ralph Izzo, certify that:

1.
2.

Date:

| have reviewed this Annual Report on FormKL6f PSEG Power LLC

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such 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

February 25, 2015 /s/ Ralph Izzo
Ralph Izzo
PSEG Power LLC
Chief Executive Officer




EXHIBIT 31c

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

| have reviewed this Annual Report on FormKL6f PSEG Power LLC

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such 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

February 25, 2015 /s/ Caroline Dorsa

Caroline Dorsa
PSEG Power LLC
Chief Financial Officer



EXHIBIT 31d

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

I, Ralph 1zzo, certify that:

1.
2.

Date:

I have reviewed this Annual Report on FormKLOf Public Service Electric and Gas Compi

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such 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

February 25, 2015 /s/ Ralph Izzo

Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer



EXHIBIT 31e

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

I, Caroline Dorsa, certify that:

1.
2.

Date:

I have reviewed this Annual Report on FormKLOf Public Service Electric and Gas Compi

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact
necessary to make the statements made, in ligheafircumstances under which such 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

February 25, 2015 /s/ Caroline Dorsa

Caroline Dorsa

Public Service Electric and Gas Company
Chief Financial Officer



EXHIBIT 32

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

I, Ralph 1zzo, Chief Executive Officer of Publicr8ee Enterprise Group Incorporated, to the beshpfiknowledge, certify that (i) the
Annual Report of Public Service Enterprise Grougohporated on Form 10-K for the year ended Decer@bep014 (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

February 25, 2015




EXHIBIT 32a

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

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Enterprise Group Incorporated, to the dlesy knowledge, certify that
(i) the Annual Report of Public Service Enterpi@®up Incorporated on Form 10-K for the year endedember 31, 2014 (the “Reportilly
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.

/sl Carolina Dorsa
Carolina Dorsa

Public Service Enterprise Group Incorporated
Chief Financial Officer
February 25, 2015




EXHIBIT 32b

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

I, Ralph 1zzo, Chief Executive Officer of PSEG PoweC, to the best of my knowledge, certify thattfie Annual Report of PSEG
Power LLC on Form 10-K for the year ended Decen®ier2014 (the “Report”) fully complies with the xégements of Section 13(a) or 15(d)

of the Securities Exchange Act of 1934 and (ii)itifermation contained in the Report fairly presemt all material respects, the financial
condition and results of operations of PSEG Powee.L

/sl Ralph Izzo
Ralph Izzo

PSEG Power LLC
Chief Executive Officer
February 25, 2015



EXHIBIT 32¢c

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

I, Caroline Dorsa, Chief Financial Officer of PSIPGwer LLC, to the best of my knowledge, certifytttinthe Annual Report of PSEG
Power LLC on Form 10-K for the year ended Decen®ier2014 (the “Report”) fully complies with the xégements of Section 13(a) or 15(d)

of the Securities Exchange Act of 1934 and (ii)itifermation contained in the Report fairly presemt all material respects, the financial
condition and results of operations of PSEG Powee.L

/sl Carolina Dorsa
Carolina Dorsa

PSEG Power LLC
Chief Financial Officer
February 25, 2015



EXHIBIT 32d

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

I, Ralph 1zzo, Chief Executive Officer of Publicr8ee Electric and Gas Company, to the best of mywedge, certify that (i) the
Annual Report of Public Service Electric and Gasnpany on Form 10-K for the year ended Decembe2314 (the “Report”) fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934 and (ii) tHerimation contained in the Report fairly
presents, in all material respects, the finanaaldition and results of operations of Public Sexktectric and Gas Company.

/s/ Ralph Izzo
Ralph Izzo

Public Service Electric and Gas Company
Chief Executive Officer
February 25, 2015



EXHIBIT 32e

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

I, Caroline Dorsa, Chief Financial Officer of Pub$ervice Electric and Gas Company, to the bestyoknowledge, certify that (i) the
Annual Report of Public Service Electric and Gasnpany on Form 10-K for the year ended Decembe2314 (the “Report”) fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934 and (ii) tHerimation contained in the Report fairly
presents, in all material respects, the finanaaldition and results of operations of Public Sexktectric and Gas Company.

/sl Carolina Dorsa
Carolina Dorsa

Public Service Electric and Gas Company
Chief Financial Officer
February 25, 2015



