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About the Company

Annual Meeting

Financia) Highlights

The move into the new corpo
rate headquarters at 80 Park
Plaza, Newark was completed
in 1981. During the year the
work of razing the former
headquarters included demoli
tion by an implosion in June
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Robert I. Smith, Chairman of the Board, (left) and
Harold W. Sonn, President, reply to questions of
shareholders at the Company's 1981 annual meeting
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#2 Earnings Decline

Dividend Increased



:2 Rate Relief Received

:2 Hope Creek No. 2

.. ‘
Cancelled ‘
1
xS
- |
.- |
View of Hope Creek Generating Station shows in
foreground the No. 2 unit which has been can
celled. Construction is continuing on No. 1 unit. At
left are the domed containment structures of the
Salem Generating Station
as
T
LT
as

#2 Oil Usage
Reduced ro al ,




by purchasirqg lower-cost coal-generated power from neighboring utilities. 88 Salem
No. Z umit in the second half of the year was a significant factor in boosting nuclear
power production to 25 percent of total output for 1981, up from 22 per cent in 1980. A full
power operating license for the unit was received in May and, after extensive testing,
commercial operation began on October 13. 88 Approximately 17 per cent of our elec-
tric output was fueled by natural gas as we continue to be encouraged by the federal
government to use gas and thereby reduce oil imports. 88 Nuclear Department
Formed As a result of experience gained in the operation of the Salem station and in
response to assessments of the nuclear industry, we announced in September plans to
create a separate nuclear department headed by a vice president. 88 Headquarters of
the department will be in a fa ility adjacent to the Salem and Hope Creek generating
stations. Approximately 200 employees will be transferred initially from the Newark
corporate headquarters to the Salem site. 38 Research Continues A high point of
our research and development program dunng 1981 was the completion and dedication
of the Battery Energy Storage Test (BEST) facility in the Company's service area. At this
national center large-scale advanced battery systems will be tested as energy storage
devices. B8 As a result of one facet of the Company's research program — a three-year
solar demonstration project - 1t is planned in 1982 to begin offering to customers whose
homes meet certain critena an opportunity to purchase solar water heating systems.
The systems will use electricity or gas for backup service. 88 Computers Improving
Productivity In attempting to cope with the continuing unfavorable economic &.inos-
phere, we have redoubled our efforts to curtail expenses and to improve operating
efficiencies. 88 Improved productivity in practically all areas of the Company's opera-
tions 1s being realized through the greater utilization of computers. Some of the ad-
vances made in the computenzation of operations during the year are discussed and
ilustrated in this report. §§ As we begin the new year, problems - especially high
inflation and money costs — continue to plague the utiity industry Any abatement in
their intensity will have a beneficial effect on our Company's future. 88 We anticipate
challenging problems 1n the future and we are optimistic about the ability of Company
employees to meet and overcome them. In all our efforts, we appreciate the continuing
support of the Company shareholders

Harold W Sonn

* A 180
Marwch 4 190



i1 Financial Results

il
| 1
LLTUR T x P + W l:i L | "
| . f 6% ¢ 1% @ I |
. s 1 1 : i1 1
" : ti Y R (IR
1 l: Ll " f s )
' ! ’ ] f 8 0k 2
' e ] 8 3 MWy A m
e BB W : RN i
a :u ' ] [
' z 1t 10

i " W L ] i) "
LB : ' ] Pl ]
B L LI | ! .
. W e W e

Residential 31 53 318

Commercla. 38 26 14

Industnal 29 21 27

Street Lighting 22 Earnings Decline

and other 2 1 Rarninae ner share of " ’
Total 100 100 100
3
i

Dividends and Earnings 8t Expenses Rise
per Share ’ i by persistent hial

#2 Dividend Increased




2 Adjustment Charges
Increased

2 Rate Increase of
11.5 Per Cent Received

Capitalization Ratios

# Nuclear Unit Cancelled




Although the Company s
studies indicate that the No. 2 umit
would have been economic on the
basis of fuel savings, they contain
uncertainties. These include the fu
ture price of ol and coal, the rate of
infiation, the cost of capital, load
growth in the 1530's and 1990s, and
future Federil and state mgulations
The uncertamties also were factors
in the decision to cancel

Cancellation of the No. 2 unit
does not indicate that the Company
has changed its mind about nuclear
power as the best way to meet
enetgy noeds in New Jersey The
Company s nuclear units in opeta
tion ate saving consumers hundreds
of millions of dollars. However, the
Company could not aford to spend
the funds which would have been
iequired to finish the No 2 unit
gince the capacity will not be
neaded to meet customer demands
Because of such lack of demand, the
Company has no present plans to
construct additional nuclear capacity
beyond Hope Creek No. 1

The Hope Creek station was to
have consisted of the two, 1,067
megawatt nucieat units The
Company owns 95 per cent of the
station. and Atlantic City Electne
Company the other 5 per cent

u# Taxability of Dividends

As a consequence of the cancella
tion of the Hope Creek No 2 unnt
the Company estimates, subject to
Internal Revenue Service approval
that 88 3 per cent of the dividends
paid on Common Stock i 1981 is
nontaxable for curtent Federal in
come tax purposes  The nontaxable
portion constitutes a retura of cap
tal which should be apphed to re
duce the cost of shares owned in
computing a gain ot loss on a subse
quent disposition

32 Construction
Expenditures Rise

Construction expenditures in 1961
totaied $717 milhion, up $37 million,
ot 5 4 percent from $680 million in
1980 Included in the figures ate
Allowance for Funds Used Dunng
Construction (AFDC), nucleatr

fuel payments, and advances to
subsidianes

In 198Z construction outlays
ate estimated at $799 million and in
the five years through 1986 at $3 9
billion:. These amounts include
$92 milhon and $772 muilion of
AFDC, tespectively During the five-
year period spending for nuclear
generating units and the fuel to
operate them will be about $2 6 bil
lion, 67 per cent of the five-year
expenditure estimate
Estimated Construction
Expenditures (Including AFDC)

Year 1982 1983 1984 1985 1986
(Milhons)

Totals £799 $818 $835 $774 $644
The Company anticipates that
it will generate internally approxi-
mately 50 per cent of its construc
tion expenditures, excluding AFDC,
over the next five years This as
sumes receipt of sufficient rate rehief
Inadequate rate rehef would require
the deferral of various construction
projects in order to reduce expendi-
tures Mortgage Bonds, Preferred
Stock and Common Stock will be is
sued to finance the balance

32 Securities Sold

During 1981 the Company raised
more than $320 mallion through the
sale of Mortgage Bonds, Preferted
Stock and Common Stock

In March, 500,000 shares of
12 44% Cumulative Preferred Stock,
$100 par value were sold. Net pro
ceeds to the Company from the sale
of this stock totaled $49 569 500

Six milhion shares of Common
Stock were sold in June to a group of
underwriters at $18 60 a share Pro
ceeds to the Company from this sale
rotaled $111 6 mathion

In August, the Company sold
3100 milhon principal amount of
1% per cent, 10-year Fust and Re
tunding Mortgage Bonds at an
annual interest cost to the Company
of 15 968 per cent

The Company also raised $54 8
million through the sale of 3 17 mii
lion shares of Common Stock under
the Dividend Reinvestment and
Stock Purchase Plan, and $5 3 mil-
lion through .. s..ance of shares
under the Empioyee Stock Purchase
Plan. the Tax Reduction Act Erm-
ployee Stock Ownership Plan, and
the Thrift Plan

Proceeds from the sale of these
secunties in 1981 were used to repay
short-term dept incurred in con-
nection with the Company s
construction program

Short-term needs were
financed through the sale «f com-
mercial paper There was § 207 6 mul-
lion 1n short-term commercial paper
outstanding at year end

32 Stockholders

At the end of 1981, stockholders of
record totaled 273,132 They in-
cluded 233,224 owners of Common
Stock, 12,299 holders of $1.40 Divi-
dend Preference Common Stock,
and 27.609 holdets of Preferred
Stock

2 Dividend Reinvestment
Plan Qualifies for Tax
Benefits

The Company s Dividend Reinvest-
ment and Stock Purchase Plan quali
fies for tax deferred treatment
beginning in 1982 under the Eco-
nomic Recovery Tax Act of 1981

Under the Act, participants in
the Plan, other than non-resident
aliens, trusts, estates, partnerships
and corporations, ate eligible for tax
deferment on dividends reinvested
.n shares of Common Stock for the
years 1982 through 1985

Those participating may elect
on their 1982 tax returns to exclude
from gross income, and therefore
defer Federal income taxes on, up to
a total of $750 per year $1.500 on a
joint return) of their remvested divi
dends received {from the Company
and other qualified public utilities

Federal income taxes will be
deferred until the stock purchased
with reinvested dividends is sold If
the stock i1s held more than one yeat
any proceeds from the sale will be
treated as a long-term capital gain




8 Nuclear Insurance

Increased
The
1981
Income
Dollar
Where It Came From Where It Went
S .65
32 S 49
. 07
.03 .09
.16
$1.00 06
07
.06

$1.00

03



! : # Construrtion Begun on
## Salem No. 2 Begins Training Center
Commercial Operation :

# Nuclear Department
Created

2 Hope Creek No. 1
Work Progresses




i Oil Use Minimized

Ground breaking ceremony
was held in April for the Nu
clear Training Center shown
under construction at Salem
N.J. At ceremony, Robert |
Smith, Company chairman
Heury J. Midura, general man
ager — nuclear operations and
H. Denis Hanson, manager
nuclear training displayed
drawing of center. Included in
center will be simulators to
train corntrol room operating
personnel of Salem and Hope
Creek generating stations

Uranium mining operation at
Key Lake in Saskatchewan
Canada. During 1981 the
Company contracted for ura
nium from this deposit whict

is of extremely high grade

and at shallow depth. About
425,000 pounds of uranium will
be received annually

Uranium Plentiful



Gas Peak Sendout and Daily
Capacity at Time of Peak

Electric Peak Load and Installed
Capacity at Time of Peak

i Gas Sendout Higher

i Improvementi in Supply
Continues



Offshore drilling operations in
the Gulf of Mexico make up a
significant part of the explo
ration program of Energy
Development Corporation,
the Company's expioration
subsidiary

# Supplemental Gas
Supplies

The Iris Stop, developed in
England, was utilized for first
time in U.S toisolate a section

of 36-inch gas main during re
location work. Installed under
pressure so customer service
can be maintained, the me
chanically operated steel shut
ter expands to block gas flow

¥ Daily Capacity Increased ‘ | o LNG Applications

¥ Subsidiary Scores Gains



22 Interconnections
Strengthened

A three-leg 340,000 -vol* cable
is fed into pipe for the lungest
PSEaG cable pull at this volt
age. Cable runs 4,600 feet from
manhole to manhole under
Jersey City through Conratil
tunnel as part of new inter
connection between PSEaG's
Hudson Generating Station
and Con Edison's Farragut
Substation in Brooklyn

2 New Substations

#1 Capacity Purchased

2 Gas Lines Expanded
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i# System Expanding




# Energy Dispatching
Computerized
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Linked with PJM




2 Graphic Planning
System
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2 Conversions to Gas
Continue

# Energy Conservation
Promoted

A 30 minute film featuring
Laurel and Hardy characters
was produced by the Company
to deliver a conservation
message with a comic touch
The film, which combines
humor with important facts
about energy conservation in
the home, has become a valu
able addition to Company
presentations for community
and school groups




22 Solar Water Heating
Program Approved
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Batteries Set

# Load Management and

onservation Planning
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T'he Battery Energy Storr.ge
lest (BEST) facility, dedicated
in 1981, will be a national cen
ter for testing advanced bat
teries as electric load leveling
devices. Initial operation of the
facility is providing training
and experience for the staff
The project is a joint effort of
the Company, the U.S. Depert
ment of Energy and the Elec
tric Power Research Institute

2 Landfill Gas Heating
Greenhouse

it Electric Vehicle Tested

22 Biofouling Control
Studied

2 Laboratory Work
Expands




Completion and opening in 1981 of the 20 000-seat indoor
arena of the New Jersey Sports and Exposition Authority in
the meadowlands in East Rutherford provided another at
traction for the public. The arena, home of the New Jersey
Nets of the National Basketball Association, complements
Giants Stadium and the Meadowlands Racetrack. Other
sports events, as well as concerts, conventions and exposi
tions, are held at the arena. Development of the complex
has served as a catalyst in the commercial and residential
growth of the nieadowlands area that has meant millions of
dollars in additional revenues for the Company




A new emplovee information
program will provide monthly
videotapes that will be shown
on television sets installed at
various locations throughout
the Company Employees will
have an opportunity to view
the tapes in small groups. A
meeting of the Communica
tions Coordinating Committee
is shown being videotaped

# Community
Involvement

2 Communications
Emphasized

i Employee Relations




Summary of Significant ! ation of Deferred Items
Accounting Policies '







Statements of Income

1981

$2,322,042
1,149,610

3,471,652

1980

ands of Doliars

$2.083 900

910,154
2,994 054

1979

$1,689,857
726,850

2.416.707

eneration

| ¥ )
0 and Mater

ta ;.'.’_' ;}'_t;n!:,“.

1,069,539
692,319
385,149
192,768
178,532

15,362
474,979
118,737

3,117,385

866 802
513.988

199 N
ke LN

169 813
169,987

11.024
431,89
131,178

2,616,902

620,546
384 759
287 086
149,027
162,989

303
364 411
123,965

2,093,086

Operating Income

304,267

377,152

323.621

Other Income

51,877
9,490
6.290

67,657

4‘! ‘)‘)()
4831
5,428

55 ”‘1 7

36,887
1,721
4542

43,150

Income Before Interest Charges

421,924

433.066

366 771

Interest Charges

et

hatgge

184,133

16,574

882
(43.802)

157,787

173,199
11.236
5.127

(31,897)

157 665

146 673
2.448
4027

(19,706)

133,442

Income Before Extraordinary Items

264,137

275,40

233,329

(13,219)
}‘) ')"‘A
6,316

! 1 { } AX
i} ' {f Atlant Prer o rieite

| L { i ‘ i ? vEIWA Jesrsse (T \

] { i 1 ]

|

Net Income

e n Cumulative Preferred Stock and
»1 4 viclend Preforence mmon St ¥

Earnmings Available for Common Stock

264,137

51,638
$ 212599

281,717

46.341
$§ 235376

233,329

46799
$ 186530

Shares of Common Stock Qutstanding

86,089 491
80,962,344

76,614 995

68 914 349

73 068 848 65,409 325
F.ar \ g sha K
by . 2 63 y 13 2 AR
wordina $ 33 $ 31 28
t i i i { X
vl { ) 18
i { i W : 7
. It 0G
Earnings per average share of Common Stock $ 263 $ 32 S 285
Dvidends paid per share of Common Stock $ 244 g } $ 2%

27



Balance Sheets

B, =
Asset
Utility Plant — original cost {Thousands of Dollars)
Electric Plant $4,459,245 $4.042.035
CGas Plant 1,020,236 963 876
Common Plant 126,561 101,111
Nuclear Fuel 7 55,445 26,473
Utility Plant in Service 5,661,487 5,133,495
Less Avrun.}iig_wd Depreciation and Amortization 1,874 668 1,703,956
Net Utility Plant in Setvice 3,786,819 3,422,539
Construction Work in Progress 1,637,277 1,720,912
Plant Heid for Future Use 21,997 26,798
Net Utility Plant 5,446,093 5.177.249
Other Property and Investments
Nonutility Property net of accumulated depreciation — 1981, $204: 1980, $199 8,408 8.245
I;avp$§{{\g~r*{:s in and Advances to Subsidianes (note 2) 261,010 220,494
Total Other Property and Investments 269,418 228,739
Current Assets
Cash (note 4) 5,695 3.761
Working Funds 10,665 9,377
Accounts Receivable, net of allowance for doubtful accounts

1081, $12,563. 1980, $10,678 377.924 351,995
Unbilled Revenues 176,948 163,346
Fuel, at average cost 218,223 183,059
Matenals and Supphes, at average cost 40,071 30,424
Prepayments v o 8,646 6.704
Iotal Current Assets 838,072 748,656
Deferred Debits (note 5)
Extraordinary Properiy Losses

Hope Creek Unit 2 290,750

Atiantic Project 275,472 290,532

Othet 3,632 3.934
Giross Receipts Tax 31,867 48 915
Deterred Electric Energy and Gas Fuel Costs — net 98,146 202,345
Unamortized Debt Expense el 23,63¢9 24,490
[btal Deferred Debits 723,506 570,216
Total $7,277,089 $6.724,£50
ertan eclassifications have been made of previously repored
THHD amounts in order t mbvm to current classiications

maty of Sigmihicant A mning Folimes and Notes to Finanacal Statements



1981

1980

Liabilities

Capitalization
Common Equity

(Thousands ot Dollars)

Common Stock (see statements, page 32) $1,423,739 $1,252,103

Premium on Capital Stock 557 557

Paid-In Capital 26,143 26,093

Retained Earnings (see statements, page 31) 827.497 813,181
Tota! Common Equity 2,277,936 2,091,934
Preferred Stock without mandatory redemnption (see statements, page 32) 554,994 564 994
Preferred Stock with mandatory redemption (see statements, page 32 77,913 29,750
Long Term Debt (see statements, page 33) 2,410,823 2,319,346
Total Capitalization 5,321,666 4,996,024
Current Liabilities
Long Term Debt due within one year 2,230 33.065
Preferred Stock to be redeemed within one year 930
Commercial Paper (note 6) 207,551 180,865
Accounts Payable 262,734 205,896
Taxes Accrued, including New Jersey gross receipts tax

1981, $475,856. 1980, $399.996 492,010 436,150
Deferred Income Taxes — Unbilled Revenues (note 1) 81,396 75,139
Interest Accrued 47,750 45,956
Gas Purchased 83.641 74,879
Other 45,111 44,294
Total Current L.abih. ‘es 1,222.423 1,097,174
Deferred Credits
Accumulated Deferred Income Taxes (note 1)

Deferted Electric Energy and Gas Fuel Costs — net 45,619 93,807

Extraordinary Property Losses

Hope Creek Unit 2 126,327
Atlantic Project 115,896 122,232

Depreciation and Amortization 312,595 274,879

Other 11.577 16,217
Accumulated Deferred Investment Tax Credits (note 1) 113,890 108,889
Other 7.096 15,638
Total Deferted Credits 733,000 631,662
Commitments and Contingent Liabilities (note 8
Total $7.277,089 $6.724.860




Statements of Changes in Financial Position

Fot the Years Ended December31, 1981 1980 1979
Sources of Funds (Thousands of Dollars)
Incorme befure Extraordinary items $264,137 $275.401 $233.329
Add (Deduct) Items not affecting Working Capital
Depmciation and Amortization of Utility Plant 199,021 181,847 169,927
Amortization of Atlantic Project Abandonment 15,060 10,753
Amortization of Gross Receipts Taxes 17,048 14,747 11,872
Recovery (Deferral) of Electrnic Energy and Gas Fuel Costs -~ net 104,199 (28.068) (123,626)
Provision for Deferred Income Taxes — Hope Creek Unit 2 (note 1) 126,327
Provision for Deferred Income Taxes — Other - net (note 1) (21,448) 43,937 101,362
Investment Tax Credits - net 4,998 5,844 1C.419
Allowance for Funds Used Durnng Construction (AFDC) (95,679) (77 .552) (56,593)
Equity in Net rarnings of Subsidiaries (9.490) (8,610) (3,002)
~ Other L PN ek AR W (1117 44 e
Total Funds from Operations 5 YN P 803056 41 18,743 .143,835
Income from Extraordinary Items - net (notes 3 and 5) 6.316
Related Items not affecting Working Capital
Sale of Transport of New Jersey (note 3) 18,155
__L_Jnre_c_'g)via_tile Costs of Atlantic Er_o_)ec_:t‘(x_lqtg_b)” i I - T - 13219 o
Total Funds from Extraordinary ltems -1 e f25 = R D 37;{5’,‘)9**“__*___ L
jotal Funds from Internal Sources 603,056 456,433 343,835
Net proceeds from sales of
Long Term Debt 99,320 99,042 268,073
Prefermed Stock 49,456
_CommonStock 171420 144839 92460
Total Secunty Sales 320,196 243 881 360,532
Total Funds Provided $923,252 £700,314 $704,367
Applications of Funds
Additions to Utility Plant, excluding AFDC $588,170 $547 978 $481 542
Cash Dividends 249,061 215,158 190,981
Advances to Subsidianes 31,026 45,154 28,743
Reductions of Long Term Debt 5,572 34 345 28,342
Hope Creek Unit 2 Abandonment (note 5)
Total Construction Costs, including AFDC of $33.000 (223,000)
Recoverable Costs. including deferred cancellation costs 290,750
. LR S S 17506 (601 10,365
Total Funds Applied 959 085 836,624 739,973
Changes in Working Capital — Increase (Decrease)
Short Term Debt (26.686) (85,990) (94 875)
Long Term Debt due within one yeart 30.835 (8,866) 32.888
Accounts Receivable 25.929 118,811 19.727
Unbilled Revenues 13,602 49 469 (4.728)
Fuel 35,164 7.363 41,025
Accounts Payable (56.838) (84 580) 10,281
Taxes Accrued (55.860) (73.500) (28,927)
Deferred Income Taxes (note 1) (6.257) (22.756) 2.17%
Gas Purchased (8,762) (25.9349) (9,562)
Owher e : 13040  (10327) (3610)
Net Decrease in Working Capital (35.833) (136,310) (35 606)
Total Funds Apphed and Changes in Working Capital 2423252 $700,314 $704.367

Certain reciassifications have been made of previously roported

1979 and 1980 amoun's in order to conform to curent classifications
See Summary of Sigmihicait Accounting Policies and Notes to Finanoal Statement



Statements of Retained Earnings

Balance January 1
/

$ 813,181 $ 74
264,137

1,077,318 1,028,779

Deduct

" 49,657 4,414 14,954
I 1.881 1 1
k* 197,623 168,863 144 14¢
‘ , 249,061 215,1 X 981
i 760 194
249,821 215 61z i
Balance December 31 $ 827.497 $ '4 't
{ i 1597 (KX
Independent Accountants’ Opinion
th t k! 1¢ ind B
tul { e krlect ind Ga



Statements of Capital Stock

Nonpartic

ipating Cumulative Preferred Stock

1981

$ 27913
50.000

$ 77,913

5

$ 40,000
50.000

25,000
24 994
25,000
25.000
25 000
25.000
35.000
50,000
50.000
15,000
75.000
60,000
30,000

$554 994

sy

Diwvidend Preference Common St

'

ock and Common Stock




Statements oi Lcng-'vl'iﬁﬁﬁobg

Descenber 31 1981 1980

First and Refunding I a.zands of Dollars)
Mortgage Bonds (note A)

Seof jevs

Ve % October 1, 1983 $ 21,04 $ 2155

Jie % Mav 1. 1984 50.000 50,000
: B November 1. 1986 50.000 50,000
4% % September 1, 1987 60 000 60,000
4 August 1, 1988 60,000 60 000
hve % June 1, 1989 50,000 50,000
4% "% September 1. 1990 50.000 50,000
iYe % August 1, 1992 40,000 40,000
4% % June 1, 1993 40,000 40 000
4% % September 1. 1994 60,000 60.000
14 Se ;)N'.'M)"Y 1. 1996 60.000 60 000
) June 1, 1997 75,000 75.000
7 June 1, 1998 75.000 75000
%% Aprl 1, 1999 75,000 75,000
s March 1, 2000 98,000 98.000
Hig A May 15, 2001 69,300 69.300
% B November 15, 2001 80,000 80,000
7 C Apnl 1. 2002 125,000 125,000
D March 1. 2004 90,000 90,000
| ¥ E October 1, 2004 10,730 10,730
8% F Aprl 1, 2006 60,000 60,000
845 (G September 1, 2006 60.000 60 000
8% % HJune 1. 2007 125,000 125.000
8 % | September 1, 2007 59,900 54,900
W% J November 1, 2008 100,000 100 000
Gy K July 1, 20086 100,000 100,000
12 L November 1. 2009 125,000 125,000
12%% % MJune 1. 2010 100 000 100,000
15% % N August 1, 1991 100,000
8 June 1, 2037 7.463 7 463
h % July1 2037 7,538 7.538
Pothition Control Senes
6.30% A October 1. 200F 14,300 14,300
6 90% B September 1, 2009 42,620 42,620
6 90 * September 1. 2009 2.990 2.990

Total Fust and Refunding

Mongage Bonds $2.144.145  $2.044 397

Notes

A The Company's Mortgage. securing the Furst and Refunding
Morntgage Bonds, constitutes a direct first mortgage hen on
substantiaily all property and franchises

B Asof December 31 1981 the annual intersst equurement on
Long ‘Tarm Debt was $191 902 000 of which $171 729,000 was the
recuinement tor First and Refunding Mortgage Bonds The
snbecicag interest 3 on Long Term Debt was 8 OB

C. Asol Decembwr 31 1981 the Company had unexercised
mirrntmetits undet a Credit Agreemaent with a group of banks
lance of up to an aggregate amount of $12%5 000 000 o be

tarding at any tme 1 Apryl 1. 1982 The Company is 1

1981 1980

Debenture Bonds unsecured  (Thousands of Dollars)
4% % October 1. 1981 $ $ 31.000
4% % October 1, 1983 24,832 25,742
5% % June1, 1391 40,557 41.904
Vs % December 1, 1993 29,329 30,140
9 % November 1, 1995 56,145 57,154
/%% August 15, 1996 59,040 60,046
8% % November 1, 1996 43,059 45,103
6 % July1, 1998 18,195 18.19%
Total Debenture Bonds 271,157 309,284
Other Long-Term Debt
6Y2 % Note due senally to

November 15,1983 1,200 1,680
Total Long-Term Debt

Principal amount out

standing (notes B and C) 2,416,502 2.355,361
Less amount due within

one year (note D) 2,230 33,065
Long-Term Debt excluding

amount due within one

year (note D) 2,414,272 2,322,296
Net Unamortized Discount (3,449) (2,950)
Long-Term Debt less

Net Unamortized

Discount $2,410,823 $2.319.346

quired to pay cormmutment  esof V2 of 1% per annum on any
unused portion The Compaay may at any time terminate the
commitments, in whole or in part, without penalty or premium
The banks aiso agreed to make term loans, at the Compa. 1y's
option, on of about Apni 1, 982 up to the commitment then in
effect. which term loans would be due Apnl 1, 1985

D. The aggregate principal amounts of requirements for sinking
funds and maturities for each of the five years following Decem
ber 31, 1981 is as follows

Sinking
Yeat Funds Maturities Total
(Thousands of Dollars)
1982 $ 1,780 $ 480 $ 2230
1983 5.816 46 820 52.636
1984 6.200 50,000 56,200
1985 6.200 6.200
1986 6,200 50,000 56.200
$26,156 $147 300 $173,466

For sinking fund purposes. certain First and Refunding
Mortgage Bond issues require annually the retirement of
$20.400 000 puncipal amount of bonds or the utilization of bond
able property additions at 60% of cost The portion expected to
be met by property additions has been excluded from the tabl
above Alo. the Company may. at its option, retize additional
amounts up to $6 200 000 annually through sinking funds of cet

rain debenture bonds  The election of any such option is

luded in long-term debt dus within one ys
ary of Signaficant A inting Pobeoles and Notes t
Y Statemsnt



Notes to Financial Statements

1. Federal Income Taxes
A reconciliation of reported Net Income with pre-tax in-
come and of Federal income tax expense with the amount
computed by multiplying pre-tax income by the staiutory
Federal income tax rat. of 46% 18 as follows
1981 1980 19745

(Thousands of Dobars)
$264137 $281.717 $233329

Net Income

mnciuded in
Opsestating incomse
Chusrent provision 2.603 58,641 14,359
Praovision tor deferred income

taxes — nea® 111,136 66,693 99,187
nvestrent tax credits - net 4,998 5844 10419
Total included in aperating

incGmne 118,737 131,178 123,965
Miscallaneous other

income - pet 3,586 1,703 1,952
Extracidinary ems (54 885)
Total Faderal income tax

PIOViSions 122,323 T799% 125917
Subratal 36460 359713 359246
Earnings of subsidianes

et (8,490) (4,831) (1.721)

$376.970 $354.882 $357.525

P tax iInoome

lax expense at the

statutory rate Sl‘/ii_»@b $163246 $164.462

Adjustments Lo pre tax

moome. computed at

statinaey rate, for which

dedarred taxes am not

provided under curnent rate

making policios
Tax depreciation under book

depreciation 18,608 16.161 11,357
Aliowance for funds used

durnng constroction 44012) (35674) (26033)

Overhead costs capitalized (8 858) (7,262) (6,935)
Extiaoriinary tems (32.543)
{when 5 (2.890) (1.276)
Substotal {33.817) {B2208) (22887
Amortizanon of defetrod tax

tems (17.266) {(231042) (15.6568)

{51 083) (85.2%0) (38 545)

wibtotal

Iotal Federal income tax

POVISIONS $122323 $77996 $125917

*The provision for defersd
toome Laxes fepresents the
tax offects of the lollowing
Items

Current Liabiities

Unbilled mevenues $ 62657 $227% § (2.17%)

Dederred Crodits

Hope Croek Abandonment 126 327
Atlantic Abandonment (6,336) (4 687)
Addinanal tax depreciation 41479 31,799 12 287
Repait allowance property b 236) 6 362 6,701
HOSS BoRIpts tax 2.033) (985) 5924
Deforrond fual costs — net (48 188) 12634 56 850
Lows on reacquired debe (871} (570) (672)
Ot (56.3) 3 163
abtota 104 879 %2
Totad $111.156 $66683 § 99.187
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The balance of investment tax credits not utilized as of
December 31, 1981 in the amount of $173 million 1s avail-
able as a carryover o future years and will expire as fol-
lows 1993 -$16 milion, 1994 -$47 million, 1995-$42
million. and 1996 - $68 million. For the years 1979 and 1980
investment tax credits can pe utihzed to offset 70% of tax
lability and for 1981, 80% of tax iability, before investment
credit

The Company has a Tax Reduction Act Employee Stock
Ownershiup Plan (TPASOP) under provisions of the Inter-
nal Revenue Code Such provisions permit the Company
to elect an additional 1% investment tax credt if the
Company transfers to the TRASOP an equivalent amount
of cash for the purchase of shares of Comumon Stock The
Company may also clain an additional ¥2 % mvestment
tax credit if it contnibutes an equivalent amount of cash to
the TRASOP but only to the extent that such amount is
matched by contributions by participants.

. Investments in and Advances to Subsidiaries

Investments in and advances to subsidianies (including
the Company's equity in undistributed earnings or losses)
are summanzed as follows

December 31 14851 1980 1979

(Thousands of Doilars)

Enewgy Development
Corporation
Investment $ 25663 $ 14246 § 8514
Advances 161.168 123.034 8O 554
Transport of New Jersey*®
Investment 12732
Other Subsichanes, primarnly
LNG Project Advances 84179 83,215 H2.494
Toral $261.010 $220494 $184.294

*On October 14, 1980, the Company sold Transport of New Jersey
See note 3

The major subsidiary mcluded in "Other Subsidianes”
above 15 Energy Terminal Services Corporation (ETSC).
Its principal asset, which has not been placed in opera-
tion, is a Liquefied Natural Gas (LNG) terminal on Staten
Island in the New York City harbor area. Annual expendi-
tures for protection and maintenance of the termmal,
inclhuding local eal estate taxes, are approximately

$3 5 milhon

The Company had onginally intended to utilize the termi-
nal for the importation of LNG However, due to uncer-
tainties and delays relating to the importation project,
including lack of requlatory approvals which resulted in a
loss of a supply of LNG, the terminal has not been placed
in operation ETSC 1s now pursuing the utihization of the
two storage *anks at the terminal to provide an LNG peak
ing service for the Company and others This will necess:-
tate the construction of a lquefaction facility at the site
The additional construction will not proceed untii the
necessary petmits are obtained from the appropriate
federal, state and local regulatory agencies The proposed
service will iIncease the Company's capability 1o store
supphes of domestic natural gas in order to meet the de-
mands of 1ts customers for gas on the coldest winter days

lf necessary permits are not receved and the facilities are
not placed in service, the Company would anticipate

seaking favorable rate teatment from the BPU for any Joss
which may ocour Any loss not provided for, in the opinion



of management, would not have a matenal effect on the
financial position or results of operations of cthe Company

. Sale of Transport of New Jersey

On October 14, 1980, the Company sold all of the out-
standing capital stock of Transport of New Jersey (TNJ) to
New Jersey Transit Corporation (NJTC), an agency of the
State of New Jersey, for $32.1 million incusring a pre-tax
loss of $30 0 million. As a result of such saie, control of
Maplewood Equipment Company (MEC), a wholly-owned
subsidiary of TNJ, was also transferred to NJTC. As re-
quured by the Stock Purchase Agreement between the
Company and NJTC, the purchase price paid by NJTC,
together with pension fund assets of TNJ and MEC ana
other funds, were combined with a nat contribution by
the Company of $11 4 million to purchase pension annui-
ties for employess and pensioners of TNJ and MEC to pro
vide benefits accrued as of June 30, 1980. The net cash
contnibution by the Company of $11 4 million was more
than offset by income tax benefits to the Company of

$49 5 million ansing from the immediz*e deductibility of
pension contributions and by the deductibility of the tax
basis of the TNJ stock which was in excess of the book in-
vestment Such tax benefits resulted in a non-recurting
credit to earnings for 1980 of $19 6 mallion or 27¢ per aver
age share of Common Stock

Compensating Balances

Cash at December 31, 1981 and December 31, 1980
consisted primanly of conwon=ating balances under
informal arrangements v ... vanou. banks to compensate
them for services and to support ines »f credit of $178 2
million and $170 8 million, respectively There are no legal
restrictions placed on the withdrawal or other use of these
bank balances In addition, as of both dates, the Company
had $30 0 milhon of credit lines compensated by fees

Deferred Debits

Abandonment of Hope Creek Unit No. 2

On December 23, 1981, the Company abandoned the con-
struction of Hope Creek Generating Station Unit No 21n
Lower Alloways Creek Township, New Jersey Total un-
recoverad costs of $290 8 milhion, including an esturated
$67 8 milhon of cancellation and close-out costs, were
charged to Extraordinary Property Losses and the associ
ated tax reduction of $126 3 million was included in Accu
mulated Deferred Income Taxes

On March 4, 1982, the BPU authonzed the transfer of $112
million of Hope Creek 2 costs to Hope Creek 1 and recov-
ery of all after tax abandonment costs for Hope Creek 2
from customers through rates The recovery will be over
15 years on an accelerated method commencing July 1,
1982 Dunng 1982 the amount of amortization will be

$16 2 mulhon  less related taxes of $7 4 million

Abandonment of Atlantic Project

In December 1978, the Company cancelled its floating
nuclear plant project and terminated its contract with
Offishore Power Systems for the construction of four
genemating units. At the time of the Company's decision
to abandon the Atlantic Project, total unrecovered costs of
$319 9 pullion, before tax reduction, was charged to Ex-
traordinary Property Losses and the associated tax
reduction of $132 2 million was included 1n Accumulated
Deferred Income Taxes

The BPU rendered a decision, effective April 17, 1980, per-
mitting the Company to recover, over a peniod of 20 years,
$174 5 mullion of the $187 7 million of net costs. after tax
reduction, incurred prior to the abandonment. Following
this decision the Company recorded a loss of $18.6 mullion
which, after a related tax reduction of $5.4 million, re-
sulted in a net extraordinary charge to income in 1980 of
$13 2 miliion or 18 per average share of Common Stock.

Costs are being amortized in the amount of $15.1 milhon
annually, less related taxes of $6 3 milion

Gross Receipts Tax

Effective January 1, 1973, the Company began accruing
New Jersey gross receipts tax on current revenues rather
than on the previous basis of taxes paid. The gross re-
ceipts tax on 1972 revenues was deferred and is being
charged to operations by an amount equivalent to Y2 % of
revenues subject to the gross receipts tax and is currently
expected to become fully amortized during 1983. During
1982 the Company expects to amortize approximatelv
$19.6 million, less related taxes of $9 0 million.

Deferred Electric Energy and Gas Fuel Costs — net
A substantial portion of deferred electric energy costs,
$58 3 million, will be recovered during 1982 and an addi-
tional $12 5 million will be recovered by February 1984
The remaining costs are recoverable through the Com-
pany's levelized electric energy and gas raw matenals
adjustment clauses

Unamortized Debt Expense

These costs, associated with the issuance or reacquisi-
tion of debt, are deferred and amortized over the lives of
the related issues. Amounts shown in the Balance Sheets
consist principally of costs associated with the Compa-
ny's tender offer for its 12% Series E Mortgage Bonds
which will mature in October 2004 The Company ex-
pects to amortize $1 1 million of these costs in 1982

. Bank Loans and Commercial Paper

Bank i0ans represent the Compe’ y's unsecured promis-
sory notes issued under informal credit arrangements
with various banks and have a term of eleven months or
less Such notes were 1ssued to a limited extent in 1981
and 1980

Commercial paper represents the Company s unsecured
bearer promissory notes sold to dealers at a discount with
a term of nine months or less. Certain information regaid-
ing short-term debt follows
1961 1980
{Thousands of Dollars)

Maximum amount outstanding at any

month end 8207 551 $180.865
Average daily outstanding (A) $101.226 $ 79516
Weighted average annual interest rate (B} 16.27% 13 90%
Weighted average interest rate for

commercial paper outstanding

at year and 12 72% 19.37%

{A} Computed by dividing the sum of the daily principal
amounts outstanding durnng the year by the total number of
days in the yeat

(M) Computed by dividing short-term interest expense by the
average daily short-term net proceeds
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7. Pension Plan

The Company has a non-contributory, trusteed plan
cavering all employees who compiete one year of service
As of December 31, 1981, the unfunded prior service cost
was approximately $299 029,000 Information on
accamulated plan benefits and net assets follows

1981 1980
Mhousands of Dollags)

December 31

Actuanal present value of
accumulated plan benefits
Vested $326.343 $335353
Nonvested 33616 32.528

$359,969  $367.881
$282991  $269.039

Market vaiue of Plan Net Assets

The assumed rate of return used in determining the
actuanal present value of accumulated plan benefits was
10 5% for 1981 and 9% for 1980 The market value of the
plans net assets increased during 1981 as a result of
contributions (net of pension payments) and net invest-
ment income

The Company's annual contnbution is actuarially deter-
mined to provide for tull funding by December 31, 2001
Pension costs for the past three years wete charged
as follows

19861 1980 1979

t Thousands of Dollars)
Operating Expenses $47 505 $38042 $34.452
Ultility Plant and Othet
Accounts 10,954 10.284 9.662

$68459 $48.326 $44.114

Total Pension Costs

The Company offered a special early retirement program
during the penod from June 1. 1980 to October 1, 1980 to
employees meeting certam age and service require-
ments Under the program, 1.367 employees retired
Employees who retited under the program are paid an
unreduced pension under the Company s Pension Plan
and a special supplement, imtially $500 per month and in-
creasing to $650 per month, payable out of the Company s
general funds The special supplement ceases at age 65,
upon death, or upon re-employment by the Company It is
estimated that the special supplement will cost the
Company $60 milhon over ten years beginning 1980 The
unreduced pension provision under the Pian requires
additional funding which 18 included in the unfunded
Prior service cost

Commitments and Contingent Liabilities

The Company has substantial commitments as part of its
construction program as well as commitments to obtain
suffictent sources of fuel for electric generation and ade-
quate gas supphes Construction expenditures of $3 9 bil-
lion, including $772 milhon of AFDC, are expected to be
mcurred dunng the years 1982 through 1986

In September 1980, a contract with Kerr-McGee Nuclear
Corporation to supply uranium concentrates was
amended to substantially curtail open pit mine operations
until November 1, 1982 As of December 31, 1981, the
Company and the co-owners of the Salem and Hope
Creek Generating Stations had advanced $40 4 milhion to
Kerr MoeCiwe against delivenes of uranium concentrates

Credits have been received amounting to $14 3 mulhion,
including interest of $4 7 milhon The recoupment of

$30 8 mullion, the balance of such advances, of which ap-
proximately 30% is the responsibility of the other co-
owners, 1s dependent upon the sale of uranium concen-
trates by Kerr-McGee to the Company or other buyers or
upon the sale by Kerr McGee of the project properties.
The Company cannot presently predict the extent to
which such advance payments will ultimately be recov-
ered For additional information see page 11

The Company s insurance coverages for its nuclear opera-
tions are as follows Maximum

Retrospective
Maximum Assessment for a

Coverage  single incident
(Millions of Dollarsi

Type and Source of Coverage

Public Liability
Private $160 None
Federal government (A) 400 § B5(B)

$560(C)
Property Damage
Nuclear Mutual Limited (D} $450 $267
Nuclear Electnic Insurance
Limited (D) $247 $70
Replacement Power
Nuclear Electric Insurance

Limited (D) $23(B) $139

(A) Combined retiospective premium program under the Price-
Anderson liability provisions of the Atomic Energy Act of 1954
and mdemnity agreements with the Nuclear Rejulatory
Commussion Subject to retiospective assessment with respect
to loss from incident at any licensed nuclear reactor in the
United States

(B} Maximum assessment would be $17 0 million in the event of
more than one incident in any year

(C) Lamat of habulity under the Atomic Energy Act of 1954 for
each nuclear incident

(D) Unlity-owned mutual insurance company of which the
Comparny 1s a member Subject to retrospective assessment with
respect to loss at any nuclear generating station covesed by such
insurance

(E) Maximum weekly indemnity for 52 weeks which
commences after the first 26 weeks of an outage Also provides
$1 15 milion weekly for an additional 52 weeks

Accountine for Leases

The Company has certain leases for property and equip-
ment which meet the critena for capitalization, but in ac-
cordance with rate-making treatment are accounted for
as operating leases The capitalization of such leases
would not have a significant effect on assets, liabilities

Or expenses

Supplementary Informatic .. Concerning the Effects
of Inflation (Unaudited)

The Company s finanmal statements are prepared in ac-
cordance with generally accepted accounting principles
and are stated on the basis of historical costs, namely, the
prices that were in effect when the undetlying transac-
tions occurred The ‘oliowing supplementary financial
information. prepared 1n accordance with Financial Ac-
counting Standards Board Statement No. 33 (FASBE No
33). 1s an estimate of the effects on the Company of
general inflation (Constant Dollar) and changes in specific
pnices (Current Cost)







Supplementary Five-Year Comparison of Selected Financial Data
Adjusted for Effects of Changing Prices
(Unaudited)
(000 crnitted where appiicable and all adjusted figures ate in average 1981 dolla:s)
For the Years Ended December 31 1981 1980 1979 1978 1977
Cperating Revenues
Histotical $3.471 682 $2.994 054 $2.416.707 $2.219.78% 7 032 796
Adyusted for General inflation 53471652 $3.304 620 $3028 108 £31.0594 521 $£3050 872
Income (Loss) From Conunuing Operations
{excluding Adiustment of Net Utility Plant 1o
Recovetable Cost’
Hastoricnl $ 264137 $ 27540 $ 233326
Adyusted for General Inflation § 44219 § 108882 § 97182
Adjusted for Curment Cost $ (12628} § 37228 § 1891
Invctne (Loss) From Continuing Operations pet
Average Common Share (excluding Adjusunent of
Net Utility Plant to Recoverabie Cost) ®
Higtorical $ 263 $313 $28%
Adiusted for General fnflation $ (05 £ 79 $§ 58
Adpusted for Current Cost $ (79 $ (19 $ (61
Excess of increase in general inflation over
ncrease i Current Cost of Net Utiiity Plant alter
adisstmant to Recoverable Cost $ (178791 § (374038 § (439982)
Purchasing Power Gain on Net
Manetary Liabilitive Owed Durning the Year § 221567 § 2022 $ 31415
Net Assiots ot Yoar End **
Histoncal $2 832 930 $2 646 928 $2.435 518
Adpusted tn General Inflation and
Curront Crst $2.741 3%0 $2 790337 £2885 752
Cash Dividends Declared per Cominon Shan
Historical $ 244 $22 $22 $ 208 $ 192
Adpusted for Genetal Inflation § 24 $ 253 $§27% $2% § 288
Market Price per Common Shawe at Year End
Historcal $1500 $1700 $1926 $20 25 §22 88
Adusted for Geperal Inflation **%* $1800 1652 $2357 $28 10 $3461
Consumer Price Index (1967 « 100)
Average 2724 246 8 217 4 1954 1815
Yoar End 281 6 258 4 2299 2029 186 1
®ANer deducting Curmulative Prefered Stock and $140 Dividend “reterenon Comimun Stock dyvidends on a lustoeioal Divsts in 1981 and 1 Average 1981 Dollars

£ g yoars
& Equals Commat Equity ang Predersed Stook without candatory redemption
*®® Your ond 1981 Dollars

Inflation has been increasing over the last five years The
average CPl-U Index increased from 181 51n 197710 272 4
in 1981, an everage annual increase of 10. 7% The increase
frrym 1980 to 1981 was 10 4%

Revenues for the five-year period increased from $2 033
billion in 1977 to $3 472 ballion 1 1481, an average annual
increase of 14 3% Restated in average 1981 dollars, reve
nues for the same period would have increased from
$3.051 bulon 10 $3 472 billion. an average annual increase
ofonly 3 3%

Cash Dividends Declated per Common Share went from
$192 m 1977 10 82 44 in 81 or an average annual in
crease of 6 2% However such dividends would have
decreased at an average annual rate of 4 1% or from $2 88
n 1977 10 $2 44 1n 1981 when restated 1n average 1981
dollars

Market Price per Common Share at Year End from 1977 to
1981 had an average annual decrease of 5 8% or from

$22 8810 $18 00 Restated in year-end 1981 dollars the
Market Price would have been $34 61 instead of $18 00 re-
flecting an average annual decrease ot 15 1% for the same
period

As shown 1n the tables above. the purchasing power gamn
on net monetary habilities was not enough to offset the
significant effect of inflation on capital costs (utility plant),
nuclear fuel costs and deg /eciation

Lack of adequate recognition of inflation in rate-making
in addition to delayed rate relief accelerates attrtion.
thereby contributing to poorer cash flow By the time
mcreased costs are included in rates, the related funds
have already been expended



11 Jointly-Own ed Facilities
The Compan y has an ownership interest and 18 responst: the Company's share of each jointly-owned project and

ble for providing its share of the necessary financing for the corresponding direct expenses are included in the
the following jointly-owned facilities. All amounts refiect Statements of Income as an operating expense
Amaunt of Utiliry Plant Accumulated Provision Amount of Plant
Plant Ownership interest In Service for Depreciation Undes Construction
(Thousands of Dollars)
Coal Genstating
Conemsugn 2250 % $ 65304 $ 16428
Keyntune 22684 % 53,6516 17,033
Nutiear Genetating
Pe_ch Bottom 4249 % 390,465 95 938
Salermn 4759 % 696 053 70 469
Hhope Crese 9500 % $1.349.598
Nuclear Traming Center vatioug 5,592
Putnped Srotage Gensrating
Yaris Crosk 5000 % 16293 317
Transmisair Facilities varous 65112 51692
Merrill Cre . Reservor 13 908% 2319
Lir den Syntheilc Natural Gas 2000 % 65538 29443

12 Financial Information by Business Segments

Electnc Gas Total
Fot the Yeors Ended
December 31 1981 1980 1979 1981 1980 1979 1981 1980 1979
(Thousands of Dollars)
Cipesrating
Revenues $2322042 S2083900 $)689857 51149610 $410.194 $726 650 $3471652 $2994054 $2.416707
Deopreciation and
Armortization 134 960 127, 655 122,953 44 45z 42,332 40 036 178,532 169,947 162 989
Dperating eoms
RBefore Income
' Taxes iR O82 407 662 369 409 94,937 101.147 78 468 473018 %18 BO9 447 .77
Citaisy Additions t
Utahty Plart 615 976 851,110 481 356 67.873 74 420 53,779 683,849 626,530 538,135

Decombaer 31

Net Utiliey Piant | S4813876 $4670355 $4.156122  $632218  S606894  $579.862 $5446000 $5.177.249  $4.735.984
ns Exploration
Subsiduary and

LN Project 261000 220,484 171.552 261,000 220.484 171 962
Othen Cotporate

Ansas 1,669 906 1,327,127 1,181,230
Total Assets $7277089 $6724860 86088 766

13 Selected Quarterly Data (Unaudited)

The informatios: shown below i the opinion of the the Atlantic Project and the sale of Transport of New
| Company includes all adjustments, consisting only Jersey) necessary to a faun presentation of such amounts
of normal recurning accruals, (except for the extraordinary Due to the seasonal nature of the business, quarterly
| ftems ncutted 1o 1980 resulting from the abandonment of amounts vary significantly dunng the vear
| Calnds: Quanter Ended March 31 June 30, Septembet 30 Decembet 31
1961 1980 19681 1980 1981 1980 1981 1980
| (Thousands where apphcable)
Operating Revehues 3082 438 §757.530 $733.286 $611.087 $809BOS  $776,190 $945 654 840 247
!_ Oparating Income 101,669 87.409 74183 90 838 94677 114 997 83,738 83 908
Income Betore Exttacidinary ltem 7404 549 465 62,941 68 181 71865 88,778 62127 58,977
: Extraomirary tem (13.219) 19.63%
) Net lncome 7T %04 H9. 465 52,941 54 962 71,685 88778 62.127 78512
: Earnings Avatlable for Common
Srock Before Exuaomtinaty tem 6% 865 47 H37 38339 H6 603 58 447 211 48 948 47 409
'. Earnings Availabls for Common
. Stock S BLBES S AR $ 39339 § 43384 $ 58447 § 77211 $§ 4B 048  § 66944
' Earnings per Average Shamw o
|: Common Stock Befom
Exttaoriinary Rem $ 856 $ 69 $ 5 $78 $69 $103 §67 §62
Effect of Exttaordinary tem { 18 7%
', Earnings per Average Share of
’ Common Stock ERS $ 60 $ 5 $ 60 s 68 §103 $57 $ 88
I Average Shares o! Common Stock
| Outsanding B GHO BE 948 77 536 72.180 84 252 5178 §5 261 75917
| oL .
f
]
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Operating Statistics

'\_A—m;nul hsczn;;_
1981 compared with
(000 umm«lr whem appn':abh: ot < 5 1981 ‘;’fﬂ) 1980 N 1971
Electric
Revenues from Sales of Electncity (a)
Residential $ 728642 $ 684342 6.47 12.74
Commercial 871,377 765,356 13.85 15.65
Industnal 684,976 598,716 14 41 1476
Public Street Lighting e o 33.249 32,693 1.70 8.32
Total Revenues from Sales to Customers 2,318,244 2,081.108 11.39 14.23
§r_xtf_rdew2§r:nt§l PR 112 1.720 (6.28) 10.30
Total Revenues from Sales of Electncity 2,319,856 2,082,828 11.36 14.23
Other Electnic Revenues 2,186 1.072 103.92 5.74
Total Operating Re zenues $2.322,042 $2,083,900 1143 1422
Sales of Electricity — kiowatthours (a)
Residental 7,795,988 8,129,198 (4.10) 82
Commercial 10,940 509 10,726.086 2.00 3.67
Industrial 10,923,042 11,049,642 (1.15) {.185)
Pubh«S‘uf«:t nghtmg - Sh - 275,489 265,126 391 133
Total Sales to Customers 29,935,128 30,170,052 (.78) 1.36
Interdepartmental - 25,567 27 684 (7.65) .03
Total Sales of Electricity 29,960,695 30,197,736 (.78) 1.36
Kuowatthours Produced, Purchased and Interchanged — net 32.204.191 32.703 504 (1.53) 1.39
Load Factor 52.3% 52 0%
Capacity Factor 332% 356%
Heat Rate — Btu of fuel per net kwh generated 10,725 10.713 A1 08
Net Installed Generating Capacity at December 31 — kilowatts 9,101 9242 (1.83) 1.98
Net Peak Load — kilowarts (60-minute integrated) 7,034 7.159 (1.75) 1.73
Cooling Degree Hours 8,615 9,869 (12.71) (.12)
Temperature Humidity Index Hours 15,494 16,526 (6.24) (.81)
Average Annual Use per Residential Customer — kwh 5,261 5443 (3.34) 16
Meters in Service at December 31 1,739 1,732 40 57
Gas
Revenues from Sales of Gas (a)
Residential $ 604,521 $ 515013 17.38 13.50
Commercial 302,281 228 577 32.24 16.95
Industnal 240,711 164 762 46.10 20.65
Steetlightng P 20 ] 2% ; {8_2 23! 15.06
Total Revenues from Sales to Customers 1,147,803 908 634 26.32 16.55
Interdepartmental . 1 = _1o7s 9% 1622 1243
Total Revenues from Sales of Gas 1,148.878 909 559 26 31 15.565
(Other Gas Revenues -1 732 z }\95 42.:!:03 2542
Total Operating Revenues $1,149610 $ 910154 26.31 1565
Sales of Gas —~ therms (a)
Reswdential 993,527 1.023.027 (2.88) (.21)
Commercial 555 806 506,550 972 204
Industrial 514,136 447 474 14.90 55
Street Lighting 334 3% (30 7_(2‘32
Total Sales to Customers 2.063.803 1,977 386 437 54
Interdepartmental 2.430 - 2 @?J 154! !.65 =3 (}09_)
Tutal Sales of Gas 2066233 1.979 708 437 53
Gas Produced and Purchased - therms 2.145. 326 2.077 653 326 68
Effective Daily Capacity at December 31 - therms 19.010 18 439 3.10 1.51
Maximum 24 hour Gas Sendout — therms 14.812 14 444 255 141
Heating Degree Days (a) 5.082 5.256 (3.31) 50
Average Annual Use per Residential Customer — therms 857 876 (2.06) (.58)
Meters in Service at December 31 1.378 1.370 58 36
) Starting in 1973 revenues and sales by customer classificat) reflect temperature effect on these recorded sales, heating degres
nclude accrued and unbailed dollar amount e also reported on a calendar yeat basis e with 197

from meter mading date to the end of the calendar year T better
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1979 i78 1977 1976 1971
$ 545049 $ 512.0M $ 492473 $ 443531 $ 219614
625 596 574 557 £31.118 474791 205,318
484 037 444 595 414 058 367 470 172,902
31.437 29,925 27622 25,863 14,947
1.686,119 1.561.148 1.465.271 1,311,655 612,781
1,569 1.670 1916 1,585 605
1 687 678 1,562,818 1.467 187 1.313.240 613.386
2179 2,016 2,931 2,837 1,261
$1,689 857 $1.564 834 $1470,118 $1.316.077 $ 614637
7.777.369 7 760,868 7.769 629 7.711,953 7.183,821
10,336 445 10,152,827 9747 908 9514574 7,633,053
1,185,952 1.134.634 10.627 734 10,472,054 11,091,985
260,915 260,922 259.277 269,151 241 449
29 560 681 29.309.251 28 404 548 27,957 732 26,150,308
26 629 32,638 38,331 34,996 25.500
29,587,310 29,341,889 28,442 879 27,992,728 26.175,808
32,021,737 311,628,876 30,771.719 30,376,187 28,055,190
54 3 546 50 9% 556.9% 54 0%
318 34 4 32 7% 32 0% 45 6%
10,566 10,599 10677 10,593 10,642
9023 9,061 9247 8741 7.483
6.736 6.615 6.895 6,190 5,925
7,201 7.188 8,269 6,512 8.717
14 545 13.899 14,883 12,701 16,814
5,233 378 5403 5.395 5184
1.724 1,713 1.704 1.697 1,643
$ 41515 $ 399134 $ 344444 $ 342524 $ 170.380
179,970 163.931 137,811 140 809 63,164
129 665 ¥ 240 78.474 68,341 36,831
274 248 178 1589 85
26 066 653 553 560,907 551,833 270.4
70 802 572 476 333
25 856 654,355 %1479 552,309 270,793
194 506 1.198 1.149 76
$ 726 8% $§ 654951 $ 562677 $ 553458 $ 270,869
970, 462 13.043 980 570 1.045.627 1.014.887
456 902 447 92 432 810 468,761 454 237
310 60f 306 6 329 211 307,949 486.685
I 3 376 =Y 444
838,319 68,008 1.742.967 1.822.726 1,956,253
2.328 490 064 1,764 2.999
1 B4 64 14 1.74¢ 31 1 824 480 1,959 252
131549 1,852 86! 811019 1 895,041 2,004,791
18,63 639 8.93 19,449 16.372
13,349 14 00¢ 12.803 12,872
167 .15 5349 4 833
- 13 BA. 124 A8
3 350 1,354 1,330
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Financial Statistics
000 ormitted whete applicabile
Condensed Statements of Income (4, Amount

perating Revenues
$2.322,042 67 $2 083.900
1,149610 33 §10.154

3,471,652 100 2 994054

Electri
1A

tal Operating Revenues

iperating Expenss
Fuel for Electne Generation and Interchanged Power 1,069,639 31 866 802
Cas Purchased and Materials for Gas Produced 692,319 20 513,988
ither 385,149 11 322,220
Maintenance 192,768 166813
178,532 ; 169 C87
Amaortization of Ploperty Losses 15,362 11.024
laxes Other than Federal Income T 474,979 431 890
118,737 131,178

3,117,385 2.616.902

| L . 1 Am L 4 1
veprecialion anda Amortization

Federal Income Taxes

perating Expense:

288,087 8 307,372
66,180 69 780
354,267 377,152
95,679 77 552
15,780 10,259
(201,589) ( 189 562)

264,137 275401

Net Income 264,137 7 281717 9
Preot i and Preferer - lend 51,538 1 46,341 1
rnings Avatabie ! K $ 212599 6 $ 235376 8

Shares of Common Stock Outstanding
dof Y 86,089 76 615

eat

Average for Year 80,962 73 069
Earnings per average share of Common Stock $2.63 $3 13 (b}
Dividends Paid per Share $2 44 $2 29
Payout Ratio 93% 73% (b)
Rate of Return on Average Common Equity 9.82% 11 9%
Ratio of Earnings to Fixed Charges Before Income Taxes (4 2.95 119
Book Value per Common Share $25.66 $26 38
Utility Plant $7,320,764 $6 881 209
Accumulated Depreciation and Amortization $1,874,668 $1.703.960
Total Assets $7.277.089 86 724 860

Capitalization
$2.140.835 40 $2 04155 41

Mortgage Bond 3
e Bond 269,268 5 276 580 5
terrn Debt 720 1,200
\ 11 Del 2410823 45 2319346 46
Preferred Stock with Mandatory Redemption 77,913 2 29,750 1
| Stock without Mandatory Redemptior 554994 10 H54 994 1
31 W e k K 1,423,739 27 1252103 25
| ipita } 587 [~
pita 26,143 26 093 |
N 827497 16 813 181 16
2,277,936 43 2001934 42
| $‘: 321,666 100 S; 96 024 100
A 2] 1
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Management's Discussion
and Analysis of

Financial Condition and
Results of Operations

By order effective February 14. 1982, the BPU has granted
the Company a 3389 9 milion mcrease i rates Of this
amount. $337 8 mullion was for electric service and $52 1
mullion for gas (see page 6) However, certain problems
discussed below will continue to impact PSE.C as well as
the utility industry as a whole Additional rate rehief will
be required from time to tine to finance construction
maintain mhiability of service, keep pace with inflation
and pay a fai rate of return to the shareholders

A muore detalled discussion of the Company s operat
ing resuits, iquidity and capital resoutces follows

Eawrnings and Dividends
Farnings per average share of Common Stock were $2 63
for 1981, a dechine of 50° or 16% from 1980 before giving ef
fect to the net extraordinary gain of 9¢ in 1980 After
extraorlinaty items, earnings wete lower by 5% per
share Revenues did not keep pace with operating costs
a6 a esult of contmuing inflation . mimimal sales growth
due 1o customer conservation and the sluggish economy,
and the lack of additional rate reliet

As a result of Salem 2 being placed in commetcial
operation on October 13, 1981, annual depreciation
charges will increase by approximately $10.9 mulion and
AFDC will decrease by approximately $20 3 million per
yoar

Earnings por share of 83 13 for 1980 before the 9¢ gain
from extraordmary items improved 28<¢ ot 9 8% over 1979
as rate Increases and moderate sales growth outpaced
ntlation, record-high money rates, and a sluggish eco
nomic chir ate The extraordinary gain in 1980 consisted
of the ai’wcts, after taxes, of the write-off of unmcoverable
costs due to the abandonment of the Atlantic nuciear
gensrating station project (see Note 6 of Notes to Finan
qal Statements)! which mduced earnings by 18¢ per
shate, and the gain on the sale of Transport of New Jetsey
{see Note 3 of Notes to Financial Statements) which
added 27< per share

Diwidends per shate paid to holders of Commaon Stock
have grown over the last three years nising from $2 20
pad in 1979, to $2 29 i1 1980 and then to the level of 32 44
for 1981 Such amounts. compared to earnings before ex
traordinary items, esulted m payout ratios of 7%, 73
and 93%, respectively Total dividend payments in 1981 in
eased 37% over 1979 due in large part to the 24
mcrease th conunon shares outstanding as well as the

highet dividend rates

Reovenues and Sales

Thtal wvenues increased in 1981 and 1980 due primarnly to
greater ecoveries of electric energy and gas fuel costs
and highet rates. There is no element of profit on recov
enes of eleotric energy and gas fuel costs, and hence they
do not affect earnings

Electnic revenues increased 11% in 1981 and 23% in
1980 The components of these changes are highhghted
in the table below

increase of (Decwmase)

1981 ve 1980 1980 vs 1979
A {Milhons of Dollars)
Changes in base rates $ 36 $102
Recovenes of higher energy
costs 218 254
Kilowatthour sales (16) 38
$238 $394

In 1981, total electnic sales decreased 1% Despite an
mcrease n customers, Residential sales decreased 4%
primarily due to the cooler and less humid weather during
the summer The 1% decline in Industnal sales was due to
a diop in production levels as a result of the sluggish
economy dunng the year. Commercial sales mcreased
2%, prnincipally due to a slight increase in customers. All
classes of saies continue to reflect the overail impact of
the economic slump throughout the Company's service
area durning the year and the effect of continued energy
conservation

In 1980 slectnc sales increased 2% led by Residential
and Commerrial sales which rose 5% and 4%, respoc-
tively Those gains were partially due to air cond.tioning
demands dunng the hotter and more humid weather in
the summer of 1980. Also, the heating needs of these cus-
tomers in the closing months of 1980 contnbuted to the
increases for the year

Gas revenues ose 26% in 1981 and 25% 1n 1980 The
principal factors ar= shown below

Increase of (Decrease)
1981 ve 1980 1980 wvs 1979

(Milions of Doilars)
Changes in base rates $ 24 $ 34
Recovenes of higher gas costs 196 108
Therm sales 19 41
$239 $183

In 1981, total gas sales increased 4% Commercial and
Industiial sales mcreased 10% and 15%. respectively
These gains came about as the price advantage and
availability of gas contmnued to spur conversions from oil
dunng the year Over 300 large Commercial and Industnial
customers were added in 1981 Despite an increase in
customers. Residential therm sales decreased 3% from
last year as winter temperatures wete less severe and
customers continued to conserve

It 1980. sales of gas increased 8% as customer usage,
especially in the fum classes of saies, increased due to
colder weather in the closing months of 1980 Also con-
tributing to the increase in sales was the large number of

-onversions from oil to gas heat, particularly in the Resi-
dential class In addition. over 250 large Commercial and
Industrial customars were added during 1980

Substantially all revenues are subject to New Jersey
Gross Receipts tax and as a result the amount of this tax
varies in direct proportion to revenues. The effective rate
is approximately 13%



Energy Costs

The costs of fuel for electric generation as well as pur
chased and interchanged power continued to nse in 1981
though somewhat less severely than in previous years

The Company exerted successful efforts to counter the in-

creasing pnoes of heavy oil by a 28% reduction in use,
thereby cutting expenditures for ou by $38 mullion in 1981
The curtailment n oil-fired generation was compensated
for by a 9% increase in lower-priced nuclear generation
and a higher level of purchases of largely coal-fired gener-
ation from other utilities The Company anticipates that
nuclear genetation from Salem 2, which was placed in
commercial operation late in 1981, will further moderate
energy costs

The Company 1s a member of the Pennsylvania-New
Jersey-Maryland Interconnection and 1s a party to several
agreements which provide for the putchase of available
powet from neighboring utilities. These arrangements
enable the Company to optimize its mix of internal and
external soutces using the lowest cost energy avallable at
any given tume. Energy costs are adjusted to match
amounts permitted to be recovered through revenues
and, to the extent so allowed, have no effect on earnings
Total energy costs increased 22% and 40% in 1981 and
1980, respectively, as described below

Inctease or [ Decrease)

1981 vs 1980 1980vs 1979

(Mithons of Dollags)

Higher prices paid for fuel sup

plies and powet purchases $110 $103
Kilowatthour output (13) 16
Adjustment of actual costs to

match recoveries through

revenues 93 127
Replacement energy costs for

which recovery was

disallowed by BPU 3

$193 3246

Gas costs are adjusted to match amounts recovered
through revenues and do not affect earnings Costs were
35% higher in 1981 and 34% higher in 1980 Contnibuting
factors are shown below

Increase ot (Decrease)

1981 vs 1980 198O vs 1979

(Millions of Dallars)
Higher prices paid for gas

supplies $141 $132
Refunds from pipeline supphers (17 (2)
Thernmn sendout 18 30

Adjustment of actual costs to
match recoveries through
reventes 36 {31)

$178 §$129

Cash Position

Heavy demands upon the Company s cash position have
been brought about by problems which confront the en
tie utility industry. ncluding the slowing of customet
payments as electric and gas rates have increased

Energy costs continue to rise, and the Company is still not
able to benefit fully from the forward-looking, fuel-recov-
ery mechanism built into its rate structure. As of Decem-
ber 31, 1981, underrecovered electric energy costs were
$99 million. shghtly more than half what they were a year
ago. The reduction is due largely to recovenes allowed by
the BPU of costs remaining froin prior periods

Dunng 1981, the BPU 1ssued an order effective August
1, 1981 designed to produce additional arinual revenues of
approximately $160 million through the levelized energy
adjustment clause All estimated underrecoveries at July
31, 1981 were included in the new levelized charge. The
gas raw matenals adjustment charge was also increased
in November 1981 to produce approximately $108 million
of additional revenues over the next 10¥z month period
The Company anticipates that in 1982, in addition to
recoveries of its project ad current penod expenditures, it
will recover $68 million of deferred energy costs plus $54
miullion of other deferred charges

The Company's average daily short-term debt dunng
1981 was $101 milhon - $21 milhion over last year's aver-
age At year end the Company had $208 milhon of short-
term debt outstanding

The Company also needs to finance larger customer
accounts receivable As of the end of 1981 accounts
receivable including unbilled revenues approached $555
million and were $40 million more than at the end of 1980
Customer payments have slowed as the amounts of bills
have increased Furthermore, net wnte-off of uncollectible
accounts this year was $9 5 million greater than the $17 5
million in 1980 The increases in accounts receivable and
uncollectible accounts also reflect a requirement of the
BPU prohibiting the termination of electric and gas set-
vice in Now Jersey durning the winter monthis with
respect to certain customers with financial need who are
unable to pay utility bills In an attempt to reverse these
trends, the Company has recently implemented a com-
prehensive program designed to reduce the backlog of
unpaid customer ac counts

In nrder to continue its essential construction pro-
gram, the Company will require significant amounts of
capital “ee Construction Activities

In addition to commitments for construction and fuel
supplies over the coming years, the Company will be re-
quired to pay an estimated $68 million of cancellation and
close-out costs related to the abandonment of Hope Creek
2, pnncipally dunng 1982 Funds must also be provided in
the future for bond matunties and sinking fund require-
ments. It is anticipated that low interest cost debt will
have to be replaced at much higher current interest rates
Certain mortgage bond sinking funds may be satisfied by
the retirement of bonds or the utilization of propetty addi-
tions and are expected to be satisfied by the latter The
annual sinking funds for debenture bonds are met by the
retirement of bonds

Construction Activities

Utidity plant. by far the largest item on the balance sheet
continues to increase as new construction, as well as
capnal improvements reflect the spiralling effects of infla-
tion See Note 10 of Notes to Financial Statemen's for the
effects of inflation
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