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About tt -»C«;m;mm

Public Service Electric and Gas
Company is the largest utility in New
Jersey and serves approximately 5.4
million people. nearly three-quarters of
the state’s population. The Company's
service area, coverings e 2,600
square miles, runs diagonally across
the state’s industrial and commercial
corridor from the New York state bor-
der on the north to south of Camden.
This highly diversified and heavily
populated area includes the six major
cities of New Jersey as well as nearly
300 suburban and rural cornmunities.

. .
About the Cove

Panoramic air view of PSE&G’s nuclear
complex on the lower Delaware River
in southern New Jersey encompasses
cover of this 1982 annual report. On
the front, Salem Generating Station
and its two containment structures are
predominant with power transmission
lines stretching out in the distance.

On the back, progress is shown on
construction of the Hope Creek Gen-
erating Station. During 1982. the
Company’s nuclear activities were con-
solidated at the site of these facilities.

Public Service Electric and Gas Company
80 Park Plaza, Newark, New Jersey 07101

(201) 430-7000

Stockholder Information — Toll Free

New Jersey residents (800) 242-0813
Outside New Jersey (800) 526-8050
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Financial Highlights
1982 1981
onStock $3.24 $2.63
" Averags " 89,233,000 80.96: :
Year-end 94,845,000 36.089,00C *
Stock $2.53 52.44 4
- n Stock 25.90 525 66
al Operating Revenue $3873976.000 $3.471,652.00C
tal Operating Expense $3,419517.000 $3.117.385,00C
t Available for
Co Stock $ 288962000 $ 212599.00C 3¢
Gross Additions to Utility Plant  § 813,375,000 § 683.849.00C 19
Total Utility Plant $8.100579.000 $7.320.764,000 1
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Robert I. Smith, Chairman, |
addresses shareholder ?
informational meeting in
West Palm Beach, Florida,
one of three held in that
state in November. More
than 22,000 shareholders,
about 9 per cent of the
Company'’s total, live in
Florida. These informa-
tional meetings are part of
PSE&G's extensive investor
relations program




JViessage to

Shareholders

Although it was a year

marked by economic reces-
sion, your Company made
significant progress during
1982 with improvements
realized in various phases of
operations and — more
importantly -— in financial
results.

A major event during the
year was the signing of an
agreement designed to promote
the timely completion of the
Hope Creek | generating unit.
Another important achievement
was the establishment of the
newly-formed Nuclear Depart-
ment at the site of our nuclear
generating stations.

Other noteworthy accom-
plishments were the completion
of a reorganization of customer
and marketing activities; the
development of an accelerated
conservation and load manage-
ment program; and an
upgrading of production and
distribution facilities. Overall,
1982 was a year of improved
efficiency and customer service.

A high degree of service
reliability was maintained
throughout the year despite a
41-day strike by two unions
representing approximately
4,600 employees. The strike
began when contracts expired at
midnight on April 30 and ended
in June when new two-year
agreements were reached.

arnings

Increase

Earnings per share of
Common Stock rose to $3.24
from $2.63 in 1981. Total reve-
nues increased to $3.87 billion
from $3.47 billion.

The gains in earnings and
revenues were mainly attribu-
table to an increase of $390
million in base rates on an
annual basis effective in Febru-
ary 1982 that was approved by
the New Jersey Board of Public
Utilities (BPU).

The quarterly dividend on
common stock was increased to
64 cents a share in the second
quarter of 1982 from 61 cents.
This was the seventh consecutive
year in which the dividend was
increased. It is management’s
objective to raise dividends on a
regular basis subject, of course,
to adequate levels of earnings to
support such divideiids.

ales
Decline

Reflecting the recessionary
economy, overall electric kilo-
watthour sales declined 2.7 per
cent for the year compared with
1981. Sales in the commercial
category were an exception, ris-
ing 1.6 per cent and providing
evidence of strong growth in
service and distribution busi-
nesses in our territory.

Total gas therm sales de-
creased by 1.0 per cent. A gain
of 4.7 per cent in sales to com-
mercial customers was not suffi-
cient to offset a decline of 9.4
per cent in the industrial classi-
fication that was mainly at-
tributable to the economic
recession. Sales to residential
customers were virtually the
same as in 1981, despite new
connections, as warmer weather
late in the year reduced demand
for heating.

uclear
Output Rises

During the year 34 per cent
of our electric output came from
nuclear generation, up from 25
per cent in 1981. The nuclear
production was bolstered by




Construction work on the Hope Creek | generating unit was intensified in
1982 after cancellation of the second unit at the station. Among high-
lights of the year were the lifting of a 409-ton crane into the reactor
building where it will be used for moving large pieces of equipment, and
placement of the unit’s 440-ton steel containment dome. At year end, the
plant was more than 60 per cent completed.

excellent performance of No. 2
unit at Salem Generating Station
in its first full year of commer-
cial operation. The unit was
available 97 per cent of the time
in 1982, a remarkable record
for a new unit.

Construction of the Hope
Creek | generating unit, being
built adjacent to Salem, was
more than 60 per cent com-
pleted at the end of the year. The
unit is scheduled to go on line in
late1986.

In August a cost-contain-
ment agreement for Hope Creek
was signed by the Company with
the New Jersey Department of
Energy and the state Public
Advocate. As part of the agree-
ment, the Public Advocate
agreed not to challenge the need
for the unit before any state or
federal agency. The agreement
requires the approval of the BPU
which has held hearings prepa-
ratory to making a decision.

The agreement provides a
targeted in-service date of
December 1986 and a targeted
cost at the time of commercial
operation of $3.795 billion.
There would be a penalty in the
form of reduced earnings to the
Company if costs exceed $3.795
billion, unless the overruns were
due to extraordinary events be-
yond our control. On the other
hand, there would be a benefit
to earnings if the unit should be
completed for less than $3.55
billion

Our present estimate is that
the unit will cost between $3.55
billion and $3.79 billion.

In June, the Company
began recovering the abandon-

ment costs of the second Hope
Creek unit, which was cancelled
in December 1981. The recovery

will be over a 15-year period and |

amounts to $172 million, after

tax considerations. This recovery |
IS On an accelerated basis, so that |

about half of the amount will be

| recouped in the first five years

and will provide additional cash
flow for the funding of Hope
Creek I.

uclear
Operations

Centralized

Nuclear operations were
strengthened during the year by
the centralization of activities of
the Nuclear Department in a
new headquarters at the site of
the Salem and Hope Creek sta

| ties
| expenditures — we deveioped a

| tions. Most persornel involved in
| nuclear power operztions were
| transferred from Newark to the

department headquarters.

We are determined to make
certain that we have the most
thoroughly trained and qualified
nuclear plarit operators and sup-
port personnel. As part of this

| effort, we completed construc-

| tion and opened a Nuclear

| Training Center for employees of
| the Nuclear Department.

onservation
| Program

In line with our efforts to
reduce the need for new facili-
- and consequently capital

broad plan to promote the con-
servation and efficierit use of

W
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Financial
Review

espite a lingering
and deepening economi.
recession in 1982, revenues
and earnings increased,
although electric sales

dropped 2.7 per cent and gas

sales fell 1.04 per cent,

compared with 1981. Declines
in the rate of inflation and in

interest rates were positive

factors in an otherwise bleak

economy that handicapped
performance.

and
Dividends per Share

350
100

2%

® Earmings

@ Omidendas

“
Earnings

The gain in overall revenues
to $3.87 billion from $3.47 billion
in 1981 was due largely to the ir
crease of $390 million ir
an annual basis that became effec
tive on February 14. A $739
mulion rise in the gas raw materials
‘ agjustment charge beginning ir ;
October also was a factor. These
revenue increases were offset par
tially by a lowering of the electric
energy adjustment charge which |
will reduce reenues by $250 mi
jon for the 13-month period that l
| began in June

Electric revenues accounted }
for 66 per cent of the total, rising |
to $2.54 billion, an increase of 9.5 |
| percent (as revenues composed i

1

rates or

T
1
|

| the other 34 per cent, increasing to

! $1.33 billion, or by 15.8 per cent

. The sources of the 1982 ,

| revenues by customer classification |

| were |
|
|

|

| Residential 31%  54% 39%
| Commercial 39 28 35 |
Industrial 28 18 25 |
| Street Lighting 2 g |
and other |

100% 100% 100%

! Capitalization i

Ratios (Year-End) ‘

i
: Total

| by $69.7 mi

| cent. Electric pirod

4
xpenses Continue
to Increase
Operating expenses rose to
$3.42 billion, up $302 million, or
$3.12 billion in

9.7 per cent fior
1981

Production

declined 4.9 per cent, mainly be
cause of gre ater use of lower-cost
nuclear and coal-fired generatior

Gas production costs, which inc

jas, rose 18.5

Jge
the cost of natural
per cent
Prices of purchased natura
ntinued t

]as C( jed to Iincrease mainiy

because of higher weilhead pric

under the Natural Gas
Policy Act of 1978. Costs of raw
materials to manufacture gas als

dos -
increased

permitted

Labor costs increased by
$40.8 million, or 15.9 per cent
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Yew tWO-year agreements reacned
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June, which ended a 41-day
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Strike f“, WO Unions represer tng

some 4,600 employees, provided
wage increases of 8.25 per cent 1
the first year and 8.0 per cent
1d. Ir provements ir

‘;’v'pr“ -'Vy ee benefits made total
increases of 10.81 per cent ir

the first year and 9.02 per cent

in the second. The total cost on a

|

the second
¥
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COMpany-wide Dasis IS

$38 million in the first year of the
contract and an additional $34

million

estiry ".4“
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In the second
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MAS d result eLompanys

higher revenues, New Jersey qQross

receipts taxes increased to $514
M o~ " C AR i AR -
million from $462 miilion, a rise (

11.3 per cent




Earnings Rise

The Company's earnings per

share of Common Stock in 1982 in

creased to $3.24 from $2.63, an
increase of 23.2 per cent. The im
provement reflected the $320
million rate increase effective in
February. The average number of
common shares outstanding rose
during the year to 89.2 millicn
from 81.0 million in 1981

Dividend Increased

The quarterly dividend on
Common Stock was increased in
the second quarter of 1982 to 64
cents a share from 61 cents paid in
the first guarter. The increase was
the seventh in as many years

Total dividends paid for the
year amounted to $2.53 per share
compared with $2.44 in 1981

Dividends paid in 1982 on all
classes of stock are fully taxable
Due to special circumstances in
some prior years, portions of divi
dends were determined to be a
return on capital and therefore
non-taxable as current income

—_—

Such circumstances included the
cancellation of nuclear plant
projects no longer needed and the
sale of the Company's transporta
tion subsidiary. Decisions on the
‘ taxability of dividends are governed
by Internal Revenue Service rules
and are based on calculations of the
| Company’s estimated tax liability

Bition Filed

for Increase of

$465 Million in Rates
On January 7, 1983, the

Company petitioned the New Jer
sey Board of Public Utilities (BPU)
for an annual increase of $464.5
million in base rates. The request
was necessary because the Compa
ny's cost of providing service con-
tinues to increase. Of the amount,
$397.4 million would be in electric
| revenues, a 15.6 per cent increase,
| and $67.1 million in gas revenues, a

4.5 per cent increase. The petition
\ asks for a return on rate base of
| 11.66 per cent and 17 per cent on
| common equity.
| On January 18, the Public
‘ Advocate of New Jersey moved to

dismiss the Company’s petition con-
tending that a previous BPU order
requires the Company to shcw
“emergent” circumstances to be al-
iowed to file for rate relief before
July 1, 1983, Thie Company has
opposed the motion, which is
currently being considered by the
BPU. If the case is allowed to pro
ceed, public hearings would be
required, and the statutory review
period would delay the effective
date of any new rates ur:il late
in 1983.

In its order in the Company’s
last rate case the BPU allowed a
10.67 per cent return on rate base
and 16 per cent on common equity
The Company’s actual return on
equity of 12.2 per cent during
1982 v ‘45 far short of the return
allowed in the rate decision.

E lectric Adjustment

Charge Lowered

In June, the Company
reduced its electric levelized energy
adjustment charge by $250 million
for the period through June 30,
1983. The reduction, which did not

The 1982 Income Dollar

Where It Came From
Electric Revenues $ 64
Gas Revenues 33

F ndlUs'otrdDu

Ul

Construction - .02
Other Sources 01

$1.00

Where It Went
Fuel, Purchased

Power & Gas $ 45
Salaries 8 Wages 07
Materials & Services 10
Taxes A3
Interest .05
Dividends 07
Reinvested in Business A3

Where It Came From

Where It Went
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affect earnings, lessened the impact
on customers of the $338 million
increase in electric base rates that
became effective in February.

The reduction was made
possible by additional nuclear gen-
eration from the second Salem unit,
a decline in oil prices, purchases of
power at lower cost, and comple-
tion of the recovery of riearly all
electric energy costs from previous
periods.

On January 13, 1983 the
Company requested permission
from the BPU to lower the energy
adjustment charge by an additional
$104 million for the 17-month
period beginning February 1, 1983
through June 30, 1984. The pro-
posed reduction was based on
projections of a greater percentage
of nuclear generation than previ-
ously estimated and lower oil and
coal prices. The BPU took the re-
quest under consideration.

G as Adjustment
Charge Increased

Effective September 30, the
BPU approved an increase in the
gas raw materials adjustment
charge to provide $73.9 million in
additional revenues. The increase is
designed to cover higher prices the
Company expects to pay for natural
gas through September 1983.
Changes in federal regulation are
permitting progressively higher
natural gas prices.

Cost Containment
Agreement on
Hope Creek Unit

A cost containment
agreement for the Hope Creek |
nuclear generating unit was signed
in August with the New Jersey
Department of Energy. the state

Public Advocate and At'antic City
Electric Company, which owns

S per cent of the unit. The agree-
ment is subject to approval by the
BPU which began hearings pre-
liminary to making a decision.

There is a provision in the
agreement that the Public Advocate
will not challenge the need for
Hope Creek before any state or
federal agency. Earlier, the Advo-
cate had questioned the need for
and the ultimate cost of the unit.

The agreement provides a
targeted in-cervice date of Decem-
ber 1986 anc a targeted cost at the
time of commercial operation of
$3.795 billion, including approxi-
mately $995 million of Allowance
for Funds Used During Construc-
tion (AFDC).

The Company had estimated
the cost of the unit between $3.55
billion and $3.795 billion, including
$950 million of AFDC. The differ-
ence between the estimate and the
targeted amount represents poten-
tial cost overruns that were
indicated in an independent study
the Company commissioned in
1981.

At the end of 1982, Hope
Creek was more than 60 per cent
completed and expenditures were
closely tracking construction cost
estimates. The Company’s estimate
of the cost of the unit is still be-
tween $3.55 billion and $3.795
billion, of which 5 per cent is the
share of Atlantic City Electric
Company.

The agreement provides that
the Company’s rate base revenue
requirements at the time of com-
mercial operation of the unit would
be adjusted to reflect only 80 per
cent of any reasonable cost over-
runs up to 10 per cent above the
targeted amount. Should the unit's
cost exceed the target figure by
more than 10 per cent, only 70 per
cent of the additional overruns

l

would be included in the revenue-
requirement calculation. Any such
adjustment would have the effect
of reducing earnings.

Under the agreement, adjust-
ments would not be made for over-
runs due to extraordinary events.

On the other hand, there
would be a benefit to the Company
if the unit should be completed for
less thar. $3.55 billion. Revenue
requirements for rate making
purposes would be calculated at
actual plant cost plus an additional
return on 20 per cent of the
amount under $3.55 billion. No ad-
justment to revenue requirements
would be made if the unit costs be-
tween $3.55 billion and $3.795
billion.

Construction

Expenditures Up

Expenditures for construc-
tion, including Allowance for Funds
Used During Construction (AFDC),
payments for nuclear fuel and ad-
vances to subsidiaries, increased to
$842 million in 1982 from $717
miilion in 1981. Construction
expenditures in 1983 are estimated
at $904 million, including $129
million of AFDC.

Expenditures for all projects,
including Hope Creek I, in the five
years through 1987, are estimated
at $3.8 billion, including $736
million of AFDC. Of the total,
expenditures for nuclear generating
facilities and fuel will be about
$2.35 billion or 62 per cent of the
overall figure. As indicated in the
accompanying table, annual expen-
ditures are projected to peak in
1984, and then decline to less than
one-half in 1987 after completion
of Hope Creek |.

Over the next five years, the
Company expects with adequate
rate relief to generate at least half




Activities of members of the Board of Directors are not limited to meet
ings and committee assignments but include inspection trips to various
Company locations. In November 1982 the directors, accompanied by
senior management, inspected the Company's nuclear facilities. The trip
included tours of the Salem and Hope Creek stations and of the new
Nucle:r Training Center

Estimated Construction to a group of underwriters at Reinvestment and Stock |
Expenditures (Including AFDC) >c2.53 a share. Proceeds to the Plan. and $16.4 million throu
: . : 4 A » [ Kt [ ; X
Totals $904 $971 $884 $659 $401 75 SUPETIaN, U LOmpaYy raduction Act Empiayee Stock
ecurities Sold

}e

Avenues Opened

for Financing Abroad

Divndend Reinvestment
Plan'Adds Par;icipants




Members of the Board of Directors and senior management were given
an update on plant operations at the Salem Generating Station and a
progress report on Hope Creek construction during their tour of the fa
cilities. Nuclear Department personnel conducted the tours. The
November meeting of the Board was held at the Nuclear Training Center

54



Nuclear
Operations Consolidated
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‘production

& Distribution

lectric output de-
clined by 2.0 per cent in 1982
as sales dropped because of
the continuing economic
recession, customer conser-
vation, and cooler summer
weather that reduced de-
mand for air conditioning.
Total megawatthours pro-
duced, purchased and
interchanged amounted to

51.6 million, compared with
32.2 million in 1981.
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Peak demand of 7,042 mega
watts occurred on July 19, an
increase of 0.1 per cent from the
peak c¢f 7,034 megawatts on July
9, 1981. The record high of 7,159
megawatts was reached on July 21,
1980.

The maximum day’s output of
134,654 megawatthours also
occurred on July 19. The figure was
1.1 per cent less than the 136,113
megawatthours output on July 9,
1981, and 4.2 per cent below th
all-time high of 140,591 mega
watthours on July 21, 1980.

At the time of the system
peak load, the Company had an
Installed generating capacity of
8.995 megawatts, or an instalied
capacity reserve of 28 per cent. At
the end of the year installed gener
ating capacity also was 8,995
megawatts

The accompanying table

| shows the planning peak electric

loads, installed operating capacities
and per cent reserves anticipated
for the next ten years.

T e ——"

Gas Peak Sendout and Daily
Capacity at Time of Peak

(Milions of Therms)
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Generating Capacity
Forecast

1983  7.025 8999 28
1984 7220 8999 25
1985  7.390 8999 22
1986 7555 9099 20
1987 7.740 10,013 29
1988 7915 10013 27
1989 8070 10013 24
1990 8200 10013 22
1991 8315 10013 20
1992 8395 10329 23

Less Oil Used

. for Generation

The Company continued to
cut back its use of oil for electric
generation in 1982. As a result,
only 10 per cent of the year's elec
tric output was fueled by oil, down
from 13 per cent in 1981.

The reduction was achieved
by increased nuclear and coal-fired
generation. Nuclear provided 34
per cent of the electric output, up
from 25 per cent in 1981. Coal ac-
counted for 30 per cent compared
with 27 per cent the previous year.

A total of 463 miliion therms
of natural gas, equivalent to 7.6
million barrels of oil, was used at a
cost savings of approximately $62
million, although gas use was lower
than in 1981. Additional savings of
$2.3 million were realized through
spot market purchases of coal
and oll.

During the year, 5.8 million
barrels of oil, down 23 per cent
from 1981, and 2.1 million tons of
coal, up 5 per cent, were purchased
for New Jersey electric production
facilities.
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PSEaU's capability to obtain greater amounts of low-cost, coal-generated
power from utilities in western Pennsylvania and the Midwest was
improved with the installation of 230,000 - volt capacitor banks at two
switching stations. Work was the first phase of a Pennsylvania- New

Jersey - Maryland Interconnection project to improve transmission capability.
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Critical maintenance has been expedited and costs reduced for work
previously contracted outside the comnany through the operation of the
Central Maintenance Shop. Work at the shop includes overhaul and
repair of steam and gas turbines.
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The amount of natural gas
purchased for distribution to cus-
tomers totaled 2.02 billion therms,
approximately the same as in 1981.

The average cost of natural
gas was $3.59 per million Btu in
1982 compared to $2.95 per mil-
lion Btu in 1981. This increase of
21.7 per cent was attributable to
the higher welihead prices allow-
able under the Natural Gas Policy
Act of 1978 and rate increases put
in effect by the Company’s pipeline
suppliers.

Supplemental Supplies

The Company supplements its
natural gas supplies with gas pur-
chased from Exxon’s Bayway
Refinery and, in the coldest periods
of the winter season, with gas
manufactured in Company-owned
facilities.

Refinery gas purchases in
1982 amounted to 93.8 million
therms, compared to 92.3 million
therms in 1981. The cost of this gas
averaged $4.76 per million Btu
compared to $6.04 per million Btu
in 1981. This reduction in cost was

principally the result of a renegotia-

tion of the pricing provisions in the
contract.

The total production of manu-

factured gases amounted to 30.2
million therms in 1982 compared
to 29.0 million therms in 1981.

A ﬁproval Sought
for LNG Facilities

The Company continued to
seek the required Federal Energy
Regulatory Commission (FERC) ap-
proval to place in service tw~ 'ique-
fied natural gas tanks and related

facilities on Staten Island, New
York, to store domestic natural gas
for use by the Company and others
during periods of peak demand.
Operation of the tanks,
owned by Energy Terminal Services
Corporation (ETSC), a Company
subsidiary, will require construction
of a liquefaction unit and other
facilities including a pipeline under
the Arthur Kill to New Jersey. The
Company’s investment in ETSC at
the end of 1982 was $76.3 million.

During early 1982 the pro-
cessing of the applications before
FERC proceeded with the submis-
sion of evidence and hearings on
economic, need, environmental and
safety issues. The FERC staff issued
a Final Supplement to its Environ-
mental Impact Statement which
concluded that the proposed facility
would be designed with sufficient
safeguards to either prevent acci-
dents or reduce the impact of
crediU'e accidents.

At year end, the FERC pro-
ceedings were still pending. ETSC
must also satisfy requirements of
the U.S. Department of Transporta-
tion relating to pipeline safety.

Record Earnings

by Exploration Unit

Energy Development Corpo-
ration, (EDC), the Company’s ex-
ploration subsidiary, achieved
record earnings for the fourth con-
secutive year despite reduced natu-
ral gas and oil production.

Revenues from the sale of
natural gas and oil totaled $73.2
million, a decrease of 2.7 per cent
from 1981. Net income increased
4.8 per cent to $12.0 million as a
result of reduced operating
expenses.

Deliveries of natural gas to
the Company totaled 159 million
therms in 1982. The subsidiary is
the third largest source of gas sup-
p'y to the Company.

EDC operations reflected the
industr y-wide slump in drilling
activity. During the year EDC drilled
atotal of 57 wells, a decline of 15
per cent from 1981. Of the total, 29
were onshore and 28 offshore.

Onshore operations were con-
centrated in the Gulf Coast region
of Texas and Louisians. The result
of onshore drilling was 14 success-
ful welis and 15 that were aban-
doned. At year end three onshore
wells wvere still being drilled.

Offshore activity included ex-
ploratory arilling on six untested
lease blecks and development drill-
ing to delineate prior discoveries.
During the year 24 wells were
classified as successful and four
were abandoned. There were two
off<hore wells still being drilled at
year end.

G as System Grows

More than 280 miles of main
and service lines were added to the
underground gas distribution sys-
tem during 1982. The total was
slightly less than in 1981 because of
a decline in the number of custom-
ers who converted to gas from oil
heat. The connection of nearly
150,000 customers since 1978,
primarily conversions, necessitated
numerous reinforcement projects
to insure adequate pressures and
supplies throughout the service
territory.
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customer
& Marketing Services

major reorganiza-
tion and relocation of
customer and marketing
operations, begun in 1980,
was virtually completed in
1982.

A computer-based system together with up-to-date facilities have pro
vided higher efficiency in operations and enhanced service to customers
Representatives are able to respond more expeditiously to customer in
quiries with pertinent data, including records of customer accounts

readily available on video display screens. Service also has been stream
lined at centers in downtown urban areas




L“

Gas Heating

The Company formed three consumer advisory panels with, representa
tives drawn from the northern, central and southern customer service

divisions. The panels represent various social, economic and civic inter
ests and will serve as new communication links with customers. First
meetings of the panels featured a slide presentation covering various
facets of the Company's operations

T

'AquaSol' Program the v. were fully operat o

Program Accelerated Gets Under Way luring the last haif of 198

198,

Efforts Expanded

to Prevent Energy Theft

BIH Collection

Improvement Program




Vol s An associate marketing engineer
C O r] 59 r V at l i checks a customer's boiler system to
determine the feasibility of conversion
& L Oa ('1 M d r] G {j t} ,"{ 1= 'l ! to gas. Marketing engineers act as liai
sons between the Company and indus
trial and commercial customers

2 n 1982, the Company
developed an accelerated
plan for conservation, cogen-
eration and load manage-
ment. The New Jersey Board
of Public Utilities (BPU) ap- : b gl syl K e A b
proved the plan in November | .. .~ ol Erass Bio ¢ Sty ot
and directed other utilities in _ MNErs W The pr ides add
the state to file similar AT _ oSSR B T T TR
programs. ‘ T ' 2. p

The plan resulted from a
BPU order in March providing
for recovery by the Company
of the abandcnment costs of
the No. 2 Hope Creek unit.
The Company work:ad with
the BPU to develop a plan
that would enhance cc nser-
vation and energy efficiency.

Three Energy Update Seminars were con
ducted for management personnel of large
industrial and commercial customers. These
sessions provided energy information to
assist customers in planning. budgeting and
operating their facilities
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As part of the Company's conservation and load management activities a
number of devices are being evaluated. In a coolness storage unit (left),
ice is made at night when demand for electricity is low, and then used for
cooling during daytime periods of peak electric demand. Another device,
a heat pump water heater, removes heat from air in home basements and
utilizes it in water heating systems




A promotional program was launched to attract high technology indus
Area tries to New Jersey. Television, radio and print media were utilized to fea

ture testimonials from leading business executives in the state. Shown

Development during taping of a commercial is Robert H. Franklin, PSE&G Vice

President - Public Relations, (left) and Josh Weston, President and
Chief Executive Officer of Automatic Data Processing Company

he trend in New - a——
Jersey, particularly in the S B

_ , -l g
Company's territory. toward

a service-oriented economy
from one with a heavy indus- "
trial base, continued during { ' -
the year. Despite a somewhat :
soft market, the location and , .
construction of new office ¢ % ¢
facilities stayed at a high

level, spurred by ever-increasing

cost of space in New York

City. Southern New Jersey LT ;
also continued to attract .. E ¥
firms seeking office space.

Aray

ngh Technology ector ind to accelera

Firms Sought
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Typical of commercial development in PSE&G's service area is this project
under construction in Teaneck. The complex, named Glenpointe, will in
clude a 14-story, 350 - room Loews hotel, two office buildings. 40 shops
and 300 town houses

Rapld Meadowlands gt sk dbri s A By L ey
Development Brciibn 2t e st o 7

f f 3 i [ n H g a1 > ) NETIT aANOT
) J i : id . : 5 i . ‘

NVEWAIK

More than eight million persons at
tended events during 1982 at the New
Jersey Sports and Exposition Authority's
complex in the Meacowlands. Profes
sional hockey was added to the attrac-
tions as the Meadowlands arena became
the home of the New Jersey Des Is of the
National Hockey League. The complex

¢ also includes Giants Stadium and the

L % Meadow!ands Racetrack
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Research

A significant step in PSE&G’s aquaculture program was achieved in
1982 when "Pocono Springs” rainbow trout were sold in supermar-
kets. Marketing followed about 10 ye.rs of research in aquaculture

& Development using the warm-water discharge from the Mercer Generating Sta-

otal research and devel-
opment expenditures in 1982
were $16.8 million. Partially
offsetting these costs was
$3.8 million obtained from
sales and reimbursements. Of
the balance, $4.7 million was
spent for internally-conducted
activities and $8.3 million
went to support research by
industry-sponsored
organizations.

tion. Limestone Springs hatchery operations in Richland, Pa., leased
in 1979, expanded production of trout to a million pounds per year.
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Computerized scanning electron microscope at PSEaG Research and Test
ing Laboratory is vital for testing metal samples in evaluation of piping
and other equipment utilized at Company facilities. Testing includes anal
ysis of failures. Metallurgical analysis is one of a number of services
marketed commercially by the Laboratory

E nergy Storage

olar Electric Study

aboratory Work
Expanded
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community

Two PSEAG financial specialists were among 900 men and women volun-
teers from across the nation who served during the 1982 summer on
President Reagan's Private Sector Survey on Cost Control in the federal

& E m p l Oyee R e l at i O n S government. The two PSEAG representatives were Eileen Moran. a senior

financial analyst, and Frank Cassidy. manager of engineering economics,
shown in Washington during a break from their survey work

he Company during

1982 continued to participate
in various community activi-
ties in its service territory.
Employees served in many
volunteer positions in numer-
ous civic, cultural and
educational organizations.

Particular emphasis was
placed on maintaining the
Company's long-standing
commitment to agencies and
groups that werk to improve
the quality of life of com-
munities, especially in urban
areas.

Employees

404



The management of PSE&G is responsible for the integrity and
objectivity of the financial statements of the Company. These
staternents are prepared by the Company in accordance with
generaily accepted accounting principles applied on a consistent
basis and include the use of informed estimates where appro-
priate. Management believes that they present fairly the
Company’s financial c<adition. Information in other parts of

this Annual Report is consistent with these financial statements.

The Company maintains an accounting system established with
sound accounting and business policies which are communi-
cated to the appropriate personnel. The system is designed to
provide reasonable assurance that transactions are executed in
accordance with management’s authorizations and that assets
are safeguarded. The concept of reasonable assurance recog-
nizes that the costs of internal controls should not exceed the
related benefits. The system, together with its related internal
controls, is continually reviewed by the Company's statf of
internal auditors.

Management believes the effectiveness of this system is
enhanced by a program of continuous and selective training of
employees. In addition. management has communicated to all
empioyees its Policies on Business Conduct, Company Assets
and Internai Control.

The firm of Deloitte Haskins & Sells, independent certified pub-
lic accountants, is engaged to examine the Company's financial
statements and issue an opinion thereon. Their examination is
conducted in accordance with generally accepted auditing stan-
dards and includes a review of internal controls and tests of
transactions.

The Board of Directors carries out its responsibility of finan-
cial disclosure through the Audit Committee currently consist-
ing of five directors who are not employees of the Company.
The Audit Committee meets periodically with management as
well as with representatives of the internal auditors and inde-
pendent certified public accountants and reviews the work of
each to ensure that their respective responsibilities are being
carried out. and to discuss related matters. Both groups have
full and free access to the Audit Committee.

Accounting Principles

Financial statements are presented in accordance with
generally accepted accounting principles (GAAP). As a resuit
of accounting requirements imposed under rate-making
decrsions by the Board of Public Utilities of the State of New
Jersey (BPU) and the Federal Energy Reguiatory Commis-
sion (FERC), the applications of GAAP by the Company differ
in certain respects from applications by non-regulated busi-
nesses. The Company is under the jurisdiction of the FERC
and the BPU and maintains its accounts in accordance with
their prescribed Uniform Systems of Accounts, which are the
same.

Investments in Subsidiaries

The Company's investments in its subsidiaries, which in the
aggregate are not significant as defined by the Securities and
Exchange Commission, are reported in the accompanying
financial statements on the equity method of accounting.
The carrying value of investm<nts in subsidiaries is reported
under Other Property and Investments in the Balance
Sheets, and under the equity method of accounting is ad-
justed for earnings or losses of such subsidiaries as reported
under Other Income in the Statements of Income.

Revenues

Revenues are recorded based on estimated service rendered.
but are biiled to customers through monthly cycle billings on
the basis of actual usage.

Amortization of Deferred Items

Deferred debits are amortized and recovered through rates
as prescribed by the BPU. Also see note 5 of Notes to Finan-
cial Statements for further information.

Fuel Costs

The Company projects the costs of fuel for e'ectric genera-
tion, purchased and interchanged power, gas purchased and
materials for gas produced for tweive-month periods,
Adjustment clauses in the Company’s rate structure allow
the recovery of the excess of such projected costs over
those included in the Company's base rates through levelized
monthiy charges over the pericd of projection. Any under or
overrecoveries are deferred and charged to operations in
the period in which they are reflected in rates.

Utility Plant and Related Depreciation and
Amortization

The cost of replacements of units of property is charged to
utility plant. The cost of maintenance, repairs and replace-
ments of minor items of property is charged to appropriate
expense accounts. At the time units of depreciable properties
are retired or otherwise disposed of, the original cost less
net salvage value is charged to the appropriate provision for
accumulated depreciation.

Depreciation and Amortization, for financial reporting pur-
poses, are computed under the straight-line method.
Depreciation is based on estimated average remaining lives
of the several classes of depreciable property. Amortization
of leasehold improvements ‘s based on the term of the
lease. Depreciation applicable to nuclear plant provides for
estimated costs of dismantling or decommissioning. These
estimates are reviewed continuously and necessary adjust-
ments are made as approved by the BPU. Depreciation
provisions stated in percentages of original cost of depreci-
able property are 3.52% for 1982, 3.49% for 1981 and
3.48% for 1980.



Amortization of Nuclear Fuel

Nuciear energy burnup costs are charged to fuel expense on
the basis of the number of units of thermal energy produced
as they relate to total thermal units expected to be produced
over the life of the fuel. The rate calculated for fuel used at
all of the Company’s nuciear units includes a provision for
estimated spent fuel disposal costs. By rate order effective
February 14, 1982 amounts previously not permitted to be
recovered were recorded and are being recovered through
the levelized energy adjustment clause.

Income Taxes

The Company and its subsidiaries file a consolidated Federal
income tax return and income taxes are allocated. for
reporting purposes, to the Company and its subsidiaries
based on taxable income or loss of each.

Deferred income taxes are provided for differences between
book and taxable incon*2 to the extent permitted for rate-

making purposes.

Investment tax credits are deferred and amortized over the
useful life of the related property including nuclear fuel.

The Company’s tax normalization practices are in compliance
with the requirements of the Economic Recovery Tax Act of
1981.

Allowance for Funds Used During Construction
Aliowance for funds used during construction (AFDC) is a
cost accounting procedure whereby the cost of financing
construction (interest and equity costs) is transferred from
the income statement to construction work in progress
(CWIP) in the balance sheet. This results in treating such cost
in the same manner as construction labor and material costs.
The rates used for calculating AFDC were 8'4% for 1982
and 8% for 1981 and 1980 which were within the limits set
by FERC.

As a result of BPU rate orders, the Company is allowk.u to
include a portion of CWIP in rate base on which a current
return is permitted to be recovered through operating reve-
nues. Starting in 1982, the BPU allowed the “ompany to
include in rate base an additional $125,000.000 of CWIP,
raising the total amount to $375,000.000. No AFDC is
accrued on this level of CWIP which is included in rate base.

Pension Plan

Pension costs are determined on the basis of an acceptable
actuarial method and are charged to operating expenses,
utility plant and other accounts. The Compariy’s policy is to
fund pension costs accrued. Prior service costs are being
funded over a period of 35 years which began January 1,
1967.




For the Years Ended December 31, 1982 1981 1980
Jperating Revenues (Thousands of Dollars)
Electric 543,191 $2.322.042 $2.083.900
- R it e g 30.785 1,149610 910,154
Total Operating evenues 3873976 3471652 2,994,054
Oi)eratlon' ik
Fuel for Electric Generation and Interchanged Power — net 959,382 1,059,539 866,802
Gas Purchased and Materials for Gas Produced 821.479 692319 513,988
Other 152.115 385,149 322,220
Maintenance 220,456 192,768 169813
Depreciation and Amortization 192 860 178,532 169,987
Amortization of Property Losses (note 5) 43,345 15362 11,024
Taxes Other than Federal Income Taxes 553.241 474979 431,890
Federal Income Taxes (note 1) 176.639 118,737 131,178
Total Operating Expenses 3419517 3,117,385 2,616,902
Yperating Incon 454,459 354,267 377.152
Allonance for Funds Used During Construction — Equity 58.367 51877 45,655
Earnings of Subsidiaries — net (note 2) 10.460 9,490 4831
Miscellaneous - - net 7.118 6.290 5.428
Total Other Income .945 67,657 55914
me petore interest Lharces 30 404 42‘.924 433.%
Long-Term Deb't‘ 198.413 184,133 173.199
Short-Term Debt 3.978 16,574 11,236
Other B.24€ 882 5.127
Aliowance for Funds Used During Construction Debt 13.06( (43,802) (31.897)
Net Interest Charges 87571 157,787 157,665
ncome Bofore Extraordinary [tems 342 Bz 264,137 275401
Extraordinary Items, net of income tax (notes 3 and 5) 6316
Net Incom 342 8¢ 264,137 281,717
Dividends on Cumulative Preferred Stock and
$1.40 Dividend Preference Common Stock I 53.86¢ 51,538 46,341
Earninas Available for Common Stock 288.96: $ 212599 $ 235376
End of Year 34,844,596 86,089,491 76,614,995
Average for Year 89,2 8 80.962.344 73,068,848
Earnings per average share of Common Stock
before Extraordinary Items 2 $ 263 $ 313
Extraordinary Items, net of income tax (notes 3 and 5) 09
Eary page ’ hare of Comn stock 4 S 263 S 322
1eNas paia per sha 5244 5229

See Summary of Significant Accounting Policies and Notes to Financial Statements



December 31, » " f AL ; 1982

Asset:
Utility Plant — Original cost {Thousands of Dollars)
Electric Plant $4.638.440 $4.459,245
Gas Plant 1.083.183 1,020,236
Common Plant 137.650 126.561
Nuclear Fuel ' 60.987 55.445
Utility Plant in Service 5.920.260 5661487
Less Accumulated Depreciation and Amortization ] 2,065,510 1,874,668
Net Utility Plant in Service 3.854,750 3786819
Construction Work in Progress 2.157.900 1.637.277
Plant Held for Future Use 22,416 21,997
Net Utility Plant €.035.066 5,446,093
Other Property and Investments
Nonutility Property, net of accumulated depreciation - 1982, 32.675; 1981, $204 11,702 8,408
Investrnents in and Advances to Subsidiaries (note 2) o 287.934 261,010
Total Other Property and Investments 299636 269418
Current Assets
Cash (note 4) 9.981 5595
Working Funds 24,308 10,665
Pollution Control Bonds Escrow Funds 4,108
Temporary Cash Investments 49,900
Accounts Receivable, net of allowance for doubtful accounts
1982, $13.291; 1981, $12,563 375.589 377924
Unbilled Revenues 182.287 176.948
Fuel, at average cost 261917 218223
Materials and Supplies. at average cost 44,659 40.071
Prepayments "y _ 8743 8,646
Total Current Assets 962,492 838,072
Deferred Debits (note 5)
Extraordinary Property Losses
Hope Creek Unit 2 290,750
Atlantic Project 275472
Other 3632
Gross Receipts Taxes 31,867
Unamortized Nuciear Fuel Disposal Costs
Unamortized Debt Expense U 23639
Tota! Deferred Debits 609.773 625,360
Total $7.906,967 $7.178.943

See Summary of Significant Accounting Policies and Notes to Financial Statements




1982

Lh].’}]‘lf‘r"-:
Capitatization (Thousands of Dollars)
Common Equity
Common Stock (see statements, page 32) 1.610879 51,423,739
Premium on Capital Stock 557 557
Paid-In Capital 26.185 26,143
Retained Earnings (see statements, page 31) B88 262 827.497
Total Common Equity 2.525 883 2277936
Preferred Stock without mandatory redemption (see statements, pige 32) 554,994 554,994
Preferred Stock with mandatory redemption (see statements, page 32) 111.25 77913
Long-Term Debt (see statements, page 33) 2.579.78: 2410823
Total Capitalization 5 909 5.321.666
Current Liabilities
Long Term Debt due within one year 48 24. 2230
Preferred Stock to be redeemed within one year 381
Commercial Paper (note 6) 207551
Accounts Payable 263.91 262,734
Taxes Accrued, including New Jersey Gross Receipts Taxes
1982, $514,378; 1981, $475.856 335,31 492010
Deferred Income Taxes, Unbilled Revenues (note 1) 83 852 81.296
Interest Accrued 57925 47,750
Gas Purchased 107,583 83,641
Other 19.92 45111
Total Current Liabilities 1.147.142 1,222,423
Deferred Credits
Accumulated Deferred Incorne Taxes (note 1)
Deferred Electric Energy and Gas Fuel Costs — net 32.59¢ 45619
Extraordinary Property Losses
Hope Creek Unit 2 08.22 126327
Atlantic Project 19.493 115,896
Depreciation and Amortization 8,545 312,595
Other (685! 11577
Accumulated Deferred Investment Tax Credits (note 1) 01.4¢ 113.890
Over (Under) recovered Electric Energy and Gas Fuel Costs - — net (note 5) 66.67: (98.146)
Nuclear Fuel Disposa! Costs (note 5)
Other 24.387 7.096
Total Deferred Credits 987.91¢ 634,854
Commitments and Contingent Liabilities (note 8)
Total 906.96 $7.178943




For the Years Ended December 31, 82 1981 1980

Funds Provided (Thousands of Dollars)
Income before Extraordinary Items $ 342827 $264,137 $275.401
Add (Deduct) Items not affecting Working Capital
Depreciation and Amortization 304319 231431 207,650
Recovery (Deferral) of Electric Energy and Gas Fuel Costs - net 164818 104,199 (28.068)

Provision for Deferred Income Taxes (note 1)

Depreciation and Amortization — net 37716 39.136
Extraordinary Pr Losses — net 119,991 (4.571)
Deferred Electric Energy and Gas Fuel Costs —net (48,188) 12.634
Other — net 18,428) (4.640) (3.262)
Investment Tax Credits — net 205,26 4,998 5.844
Allowanice for Funds Used During Construction (AFDC) {91.427 195,679) (77.552)
Equity in Net Earnings of Subsidiaries 10.46( (9.490) (8610)
Other 963 (1.419) 141
Total Funds from Operations 839,176 603,056 418,743
Income from Extraordinary Items — net (notes 3 and 5) 6316
Related Items not affecting Working Capital
Sale of Transport of New Jersey (note 3) 18,155
Unrecoverable Costs of Atlantic Project (note 5) B 13219
Total Funds from Extraordinary Items 37690
Total Funds from Internal Sources 839.176 603,056 456,433
Net proceeds from sales of
-Term Debt 221.022 99,320 99,042
rred Stock 34.646 49,456
Common Stock 186,883 171.420 144829
Total Security Sales 442,551 320.196 243881
Total Funds Provided $1.281,727 $923.252 $700.314
Funds Appled
Additions to Utility Plant, excluding AFDC $ 721948 $588,170 $5:7978
Cash Dividends 281.459 249,061 215,158
Advances to Subsidiaries 16,464 31,026 45,154
Reductions of Long-Term Debt 50.553 5572 34345
Creek Unit 2 Abandonment (note 5)
otal Construction Costs, including AFDC of $33.000 (223.000)
Recoverable Costs. including deferred cancellation costs 290.750
Miscellaneous 11,602 17.506 (6,011)
Total Funds Applied {.082.026 $59,085 836.624
Changes in Working Capital — Increase (Decrease)
Short-Term Debt 207 551 (26,686) (85,990)
Long-Term Debt due within one year (46.013 30,835 (8.866)
Cash 1,386 1.844 (1.654)
Working Funds 13,643 1,288 1,154
Pollution Control Bonds Escrow Funds 4108 (11.248)
Temporary Cash Investments 49,900
Accounts Receivable (1.335) 25,929 118811
Unbilled Revenues 5.339 13.602 49469
Fuel 43.694 35.164 7363
Accounts Payabie 1.179 (56.838) (84.580)
Taxes Accrued 43,308 (55,860) (73.500)
Deferred Income Taxes (note 1) 2.456) (6.257) (22,756)
Gas Purchased 23.942) (8.762) (25.934)
Other 10.667) 9,908 1.421
Net Increase (Decrease) in Working Capital 99.701 (35.833) (136.310)
Total Funds Applied and Changes in Working Capital 51,281.727 $923.252 $700314

See Summary of Significant Accounting Poiicies and Notes to Financial Statements.



1981 1980

For the Years Ended Decembc?B! !

(Thousaﬁds of Dollars)

Balance January 1 $ 827497 $ 813,181 $ 747076
Add Net Income e - 342827 264137 281717
Total 1.170.324 1.077.318 1,028,793
Deduct
Cash Dividends
Preferred Stock. at required rates 51.964 49,657 44414
$1.40 Dividend Preference Common Stock 1.881 1.881 1.881
Common Stock* ' 227594 197523 168863
Total Cash Dividends 281.459 249,061 215,158
Capitz! Stock Expenses 603 0 454
Total Deductions 282.062 249821 215612
Baiance December 31 888.262 S 827497 $ 813,181

*Restrictions on the payment of dividends are contained in the Charter, certain of the indentures suppiemental to the Company's Mortgage, and certain detenture
bond indentures. However, none of these restrictior= presently limits the payment of dividends out of current earnings. The amount of retained earrungs free of these
restrictions at December 31. 1982 was $878.262.000

See Summary of Significant Accounting Policies and Notes to Financial Statements

Independent Accountants’ Opinion

Haskins - Selis
Certified Public Accountants

550 Broad Street
Newark, New Jersey 07102

To the Stockholders and Board of Directors of
Public Service Electric and Cas Company

We have examined the balance sheets and statements of
capital stock and long-term debt of Public Service Electric
and Gas Company as of December 31, 1982 and 1981 and
the related statements of income, retained earnings, and
changes in financial position for each of the three years in
the period ended December 31, 1982. Our examinations
were made in accordance with generally accepted audit-
ing standards and., accordingly, included such tests of the
accounting records and such other auditing procedures as
we considered necessary in the circumstances.

In our opinion, such financial statements, appearing on
pages 25 to 39, inclusive, present fairly the financial
position of Public Service Electric and Gas Company as of
December 31, 1982 and 1981 and the resuits of its
operations and the changes in its financial position for
each of the three years in the period ended December 31,
1982, in conformity with generally accepted accounting
principles applied on a consistent basis.

bt pok i

February 14, 1983
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Out.stgr':.dmg Redemm?n R;::;xdmg‘;
December 31, { ﬁmer:s) Per Smf: Prr!‘cgrt to {982 1981
Nonparticipating Cumulative Preferred Stock (note B) (PR S
With Mandatory Redemption (note C)
$100 par value - Series
12.25% 266.306 $1:12.00 21/85 § 26631 $ 27913
13.44% (500,000 shares issued in 1981) 500,000 11344 4/1/86 50.000 50,000
12.80% (350.000 shares issued in 1982) 350.000 112.80 10/1/87 35,000
Less amount to be redeemed within one year 381
w Mandatory Redemption $111250 § 77913
Without Mandatory Redemption (note D)
$25 par value-Series
9.75% 1,600,000 $ 2650 $ 40000  $ 40,000
8.70% 2.000.000 26.50 50.000 50.000
$100 par value-Series
4.08% 250,000 103.00 25,000 25.000
4.18% 249942 103.00 24,994 24994
4.30% 250.000 102.75 25.000 25,000
5.05% 250,000 103.00 25,000 25,000
5.28% 250,000 103.00 25,000 25,000
6.80% 250,000 102.00 25.000 25,000
9.62% 350.000 107.00 35.000 35.000
7.40% 500,000 103.00 50.000 50.000
7.52% 500,000 103.00 50,000 50.000
8.08% 150,000 103.00 15,000 15,000
7.80% 750.000 103.00 75,000 75,000
7.70% 600,000 106.56 60.000 60,000
8.16% 300.000 106.86 30.000 30.000

Preferred Stock without Mandatory Redemption
(no changes in 1981 and 1980

$554,994 $554,994

Dividend Preference Comrnon Stock and Common Stock

$1.40 Dividend Preference Common Stock (no pa.) — 1,343,999 shares authorized,
issued and outstanding: current redemption price $35.00 per share (note E)

Common Stock (no par) — authorized 150,00G 000 shares (note F); issued and outstanding as

» 31.610879 $1.423.739

of December 31, 1982, 94,844 596 shares and as of Deczmber 31, 1981, 86,069.491 shares
(8,755,105 shares issued for $187,140,000 .1 1982; 9.474,496 shares issued for
$171.636.000 in 1981; and 7,700,646 shares issued for $145.279.000 in 1980)

Notes

A In addition, there are 1,733.752 shares of $100 par value and
6,400,000 shares of 525 par value Cumulative Preferred Stock
which are authorized and unissued. and which upon issuance may
or may not provide for mandatory sinking func redemnption.

£ As of December 31, 1982 the annual dividend requirement and
embedded dividend costs were $14,46.,000 and 13.18%, respec-
tively, for Preferred Stock with mandatory redemption anc
$40.629,000 and 7.38%, respectively, for Preferred Stock with-
out mandatory redemption.

If dividends upon any shares of such stock are in arrears to an
amount equal to the annual dividend thereon, voting rignts for the
election of a majority of the Board of Directors become operative
and continue until all acccumulated and unpaid dividends thereon
have been paid, whereupon all such voting rights cease. subject to
being again revived from time to time.

C The 12.25% series is subject to a mandatory annual sinking fund
redemption of 17.500 shares which is cumulative, plus redemption
of up to an additional 17,500 shares at the option of the Company.
all at a redemption price of £ 100 per share. An aggregate of
12.822 shares, 27,672 shares and 43,200 shares of the 12.25%
series were purchased and redeemed in 1982, 1981 and 1980. re-
spectively. On March 31, 1987, the 13.44% series will become sub-
Ject to a mandatory annual sinking fund redemption of 25,000
shares which is cumulative, plus redemption of up to an additional

25,000 shares annually at the option of the Company. all at a re-
demption price of $100 per share. On September 30, 1988, the
12.80% series will become subject to a mandatory annual sinking
fund redemption of 17,500 shares which is cumulative, pius re-
demption of up to an additional 17.500 shares annually at the
option of the Company, all at a redemption price of $100 per share.
These series are suuject to optional redemption upon payment of
the applicable optional redemption price. A redemption of shares of
any series also requires payment of all accumulated and unpaid divi-
dends to the gate fixed for redemption.

0 Preferred Stock without mandatory redemption is subject to re-
demption solely at the option of the Company upon payment of the
applicable redemption price plus accumulated and unpaid dividends
to the date fixed for redemption.

£. Each share of $1.40 Dividend Preference Common Stock is enti
tled to cumulative dividends, to two votes, and. on liquidation or
dissolution to twice as much as each share of Common Stock. There
were no changes in outstanding shares in 1982, 1981, or 1980.

F Includes 18,273,462 shares of Common Stock reserved for
possible issuance under the Company's Dividend Reinvestment and
Stock Purchase Plan, Tax Reduction Act Employee Stock Ownership
Plan, Emplcyee Stock Purchase Plan and Thrift Plan.
See Summary of Sigmificant Accounting Policies and Notes to Financial
Statements




December 31 1981 38 1981
(Thousands of Doilars) {Thousands of Dollars)
First and Refunding wvehenture Bonds unsecured
Mortgage Bonds (1 4%% Oct ber 1, 1983 S 24800 5 24832
Series 5%% June 1, 1991 35,597 40,557
1 ) &
3% Octover 1,1983 5 21294 § 21304 /72% December1.1983 A - SN
3% May 1, 1984 50.000 30,000 S 9% November 1, 1995 54,694 56,145
4%% November 1, 1986 SO0, =, SA000" L - S SN, O RIN0 - e
4 pods g~ o1 4% November 1, 1996 42010 43,059
4 /b% &memmr 1. 1%7 CJ.UL‘)U &).(m 5 % JU' ] Im ]’i “ ;_’r_ ]8 195
4%% August 1, 1988 60000 60,000 e it '
54% June 1, 1989 50.000 50.000 Total Debenture Bonds 265.021 271,157
4%% September 1, 1990 50.000 50.000 Other Long-Term Debt
4%% August 1, 1992 40,000 40,000 6'/2% Note due serially to
4%9% June 1.1993 40.000 40,000 Novemnber 15, 1983 1.200
4%% September 1, 1994 60.000 60,000 Totat L~ny Term Dabt
4%:% September 1, 1995 60,004 60,000 PrirZipal amount out-
6'4% June1.1997 75.00 75.000 standing (notes B and C) 2633376 2416502
7 % June1,1998 15000 75.000 Less amount due within
7% April 1, 1999 5,000 75.000 one year (note D) 48,243 2230
Q4% March 1.2000 98,0l 98,000 Long-Term Debt excluding
8%% A May 15, 2001 68.2(% 69,300 amount due within one
7%4% B November 15, 2001 80.000 80.000 year (note.n)) . 2585133 2414272
7'%4% C April 1, 2002 125000 125000 Net Unamortized Discount (5351) _ (3449)
8'4% D March 1, 2004 )0.07X! 90.000 Long-Term Debt less
12 % E October 1,2004 3774 10,730 Net Unamortized 't 2L
8%9% F April 1, 2006 60.00 L 60.000 Discount 52.579.782 $2,410823
8.45% G September 1, 2006 ga.L a0 60.000
8149% H June 1,2007 125.000 125.000
8'4% | September 1,2007 59,900 59.900 Com
g o pany may terminate the commitments, in whole or in part,
9%% J November 1, 2008 100/ 10K 100.000 without penalty or premium. Under the agreement. any borrow-
9%% KJuly 1,2009 100.000 100,000 ings outstanding at April 1, 1984 are convertible. at the Company’s
s b i option, ato three year term loans. The Company Is required
12! % L November 1.2009 s ( : 125.000 to pay commitment fees of % of 1% per annum on the first
I 27"5% M June 1,2010 iodgicp: 100.000 $125,000,000 and 4 of 1% per annum on the next $75.000.000
1574% N August 1, 1991 JUUEA 100.000 of any unused portion. The Company has the right, with the con-
143% O September 1,2012 100.00% - sent of the banks, to extend the agreement on a year to year basis.
1214% P December 1.2012 0 D. The aggregate principal amounts of requirements for sinking
8 % June1,2037 7 463 463 funds and maturities for each of the five years following December
5 % July1,2037 : 53 7538 31,1982 is as follo;vs;
inkirg
Pollution Con' rol Series Year Funds Maturities Total
. A 3 (Thousands of Dollars)
S.50% 4 October 1, 7706 jopes 4o | 1900 $1.429 5 46814 $ 48243
6.90% B September 1. 2009 12,62 42620 1984 6.197 50,000 56,197
6.90% C Septemoer 1 2009 2.99( 2.990 1985 6.200 6.200
12'4% D Aprii 1,2012 23.500 1986 6.200 50.000 56.200
Tota! First and Refunding o e e e ,
Mortgage Bonds 52.367.635 $2.144,145 $726.226 $206.814 $233.040 -
Notes For sinkir~+ind purposes, certain First and Refunning Mortgane

A The Company’s Mortgage. securing the First and Refunding
Mortgage Bonds, constitutes a direct firs. mmortgage lien on sub-
stantially all property and ‘ranctiises f

£ As of Decernber 31, 132 the annual interest requirement on
Long-Term Debt was $2.0.828.000 of which $201.166.000 was
the requirement for First and Refunding Mortgage Bonds. The
embedded interest cost on Long-Term Debt was 8.60%.

C Asof December 31, 1982, the Company had unexercised com-
mitments under a Credit Agreement with 12 domestic banks for
issuance of revolvirg icans up L& an aggregate amount of
$200.000.000 to he outstanding at any time to April 1, 1984. The

Bond issués require annually the retiremeit. of $.2,00 000 princi-
pal amount of bonds or the utilization of bondabie property addi-
tions at 609% of cost. The portion expected to be met by pruperty
addi.ions has been excluded from the table above. Also. the
Company may. at its option, retire additional 2mounts up tc
$6.200.000 annually throuyh sinking fur's of rertain debenture
bonds. The election of any Such option is icluded in long-term debt
due withiri one year.

See Summary of Significant Accounting Policies and Notes to Financial
Statements.
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Federal income Taxes
A reconciliation of reported Net Income with pre-tax income
and of Federal income tax expense with the amount computed
by multiplying pre-tax income by the statutory Federal income
tax rate of 46% is as follows:
1982 1981
(Thousands of Dollars)

1980

Net Income $342.827 $264,137 $281.717
Federal income taxes

included in:
Opergting income

Current provision 34,762 2603 58641

Provisiun for deferred income

taxes — net* (72,743) 111,136 66693

investment tax credits — net 214,620 4998 5,844
Totai included in operating

ncome 176,639 118,737 131,178
Miscelianeous other

income — net 3.265 3586 1.703
Extraordinary items (54,885)
Total Fedgeral income tax

provisions 179904 122323 7799
Subtotal 522,731 386.460 359713
Earnings of subsidiaries —

net (10.460) (9.490) (4.831)
Pre-tax income $§512.271 $376.970 $354.882
Tax expense at the

statutory rate $235.645 $173.406 $163.246

Adjustments to pre-tax income, computed at statutory rate,
for which deferred taxes are not provided under current
rate-making policies:

Tax depreciation under book

depreciation 21837 18608 16.161
Allowance for funds used

during construction (42.056) (44.012) (35674)
Overhead costs capitalized (11,500) (8858) (7.262)
Extraorginary items (32.543)
Other (277) 445  (2.890)
Subtotal (31,996) (33817) (62.208)
Amortization of deferred tax

items (23.745) (17.266) (23.042)
Subtotal (55.741) (51.083) (85.250)
Total Federal incuine tax

provisions $179904 $122323 $ 77.996

*The provision for deferred income taxes represents the tax
effects of the following items:

Current Liabilities
Unbilled revenues $ 2456 $ 6257 $ 22756
Deferred Credits
Hope Creek Abandonment (18.104) 126,327
Atlantic Abandonment (6403) (6336) (4.587)
Adcitional tax depreciation 48791 41479 31799
Repair allowance property (4524) (5236) 6362
Gross receipts taxes (2912) (2.033) (985)
Deferred fuel costs — net (78214) 48.188) 12634
Nuclear Plant Decommissioning
Costs (4651)
Nuclear Fuel Disposal Costs (10.150) (1.775) (1.492)
Loss on reacquired debt (415) (571) (570)
Other 1.383 1212 776
Subtotal (75.199) 104879 43937
Total $(72,743)$111.136 $66.693

34

As a result of an Internal Revenue Service (IRS) audit for tax-
able years 1976 through 1978, the IRS has proposed an in-
crease in taxable income which would increase tax liability by
approximatery 58 million, after using available investment
credits of $44 million. This is primarily the result of including
unbilled revenues as taxabie income in the year estimated
services were provided. The Company has not agreed to the
results of this audit and is presently appealing the IRS
assessment.

Investment tax credits — net for 1982 includes credits carried
forward from 1978 through 1981. The balance of investment
tax credits not utilized as of December 31, 1982, in the amount
of $44 miliion, is available as a carryover to future years and
will expire in 1997. Should the IRS prevalil in its assessment,
this investment credit carryover would be eliminated. Invest-
ment tax credits can be utilized to offset 90% of 1982 tax
liability before investment credit, 80% of 1981 tax liability and
70% of 1980 tax liability.

The Company has a Tax Reduction Act Employee Stock Owner-
ship Plan (TRASOP) under provisions of the Internal Revenue
Code of 1954, as amended (the Code). Such provisions permit
the Company to elect an additional 1% investment tax credit

if the Company transfers to the TRASOP an equivalent amount
of cash for the purchase of shares of Common Stock. The
Company may also claim an additional '4% investment tax
credit if it contributes an equivalent amount of cash to the
TRASOP. but only to the extent that such amount is matched by
“ontributions by participants.The Company presently estimates
that all TRASOP credits claimed will be utilized no later than in
its 1983 tax return.

investments in and Advances to Subsidiaries

Investments in and advances to subsidiaries (including the

Company’s equity in undistributed earnings or losses) are sum-
marized as follows:

December 31, 1982 1981 1980
(Thousands of Dollars)
Energy Development
Corporation
Investment $ 37628 5 25663 S 14.245
Advances 172,368 151,168 123.034
209996 176831 137279
Other Subsidiaries, primarily
LNG Project Advances 77938 84.179 83215
Total $287.934 $261.010 $220,494

The major subsidiary included in “Other Subsidiaries” above is
Energy Terminal Services Corporation (ETSC). Its principal
asset, which has not been placed in operation, is a Liquefied
Natural Gas (LNG) terminal on Staten Island in the New York
City harbor area. Annual expenditures for protection and main-
tenance of the terminal, including local real estate taxes, are
approximately $4.0 million.

The Company had originally intended to utilize the terminal for
the importation of LNG. However, due to uncertainties and
delays relating to the importation project. including lack of
regulatory approvals which resulted in a loss of a supply of
LNG, the terminal has not been placed in operation. ETSC is
now pursuing the utilization of the two storage tanks at the
terminal to provide an LNG peaking service for the Company
and others. This will necessitate the construction of a liquefac-
tion facility at the site. The additional construction will not pro-
ceed until the necessary permits are obtained from the
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appropriate federal, state and local regulatory agencies. The
proposed service will increase the Company’s capability to store
supplies of domestic natural gas in order to meet the demands
of its customers for gas on the coldest winter days.

If necessary permits are not received ana the facilities are not
placed in service, the Company would anticipate seeking favora-
ble rate treatment from the BPU for any loss which may occur.
Any loss not provided for, in the opinion of management, would
not have a material effect on the financial position or results of
operations of the Company.

Sale of Transport of New Jersey

On October 14, 1980, the Company sold all of the outstanding
capital stock of Transport of New Jersey (TNJ) to New Jersey
Transit Corporation (NJTC). an agency of the State of New Jer-
sey. for $32.1 million. This resulted in a pre-tax loss of $30.0
million which was more than offset by income tax benefits to
the Company of $49.5 million. Such tax benefits resulted in a
non-recurring credit to earnings for 1980 of $19.5 million or
27¢ per average share of Common Stock.

Compensating Balances

Cash at December 31, 1982 and December 31, 1981 consisted
primarily of compensating balances under informal arrange-
ments with various banks to compensate them for services

and to support lines of credit of $180.9 million and $178.2 mil-
lion, respectively. There are no legal restrictions placed on the
withdrawal or other use of these bank balances. In addition, at
December 31, 1982 and December 31, 1981, the Company had
$35.0 million and $30.0 million, respectively. of lines of credit
which were compensated for by fees.

Deferred Items

Abandenment of Hope Creek Unit No. 2

On December 23, 1981, the Company abandoned the construc-
tion of Hope Creek Generating Station Unit No. 2 in Lower
Alloways Creek Township, New Jersey. Tota! unrecovered costs
of $290.8 million, including an estimated $67.8 million of can-
cellation and close-out costs, were charged to Extraordinary
Property Losses and the associated tax reduction of $126.3
inillion was included in Accumulated Deferred Income Taxes.

On March 4, 1982, the BPU authorized the transfer of $112
million of Hope Creek 2 costs to Hope Creek 1 and recovery of

all after-tax abandonment costs for Hope Creek 2 from custom-

ers through the levelized electric energy adjustment clause. The
recovery i1s over 15 years on an accelerated method which com-
menced June 1982. During 1983, the amount of amortization
will be $33.2 million, less related taxes of $13.5 million.

Abandonment of Atlantic Project

In December 1978, the Company cancelled its floating nuclear
plant project which was to have consisted of four generating
units. The BPU is allowing the Company to recover the costs
relating to the project over a period of 20 years commencing
on April 17, 1980 exclusive of $18.6 million which, after a re-
lated tax reduction of $5.4 million, resulted in a et extiaordi-
nary charge to income in 1980 of $13.2 million or 18¢ per
average share of Common Stock.

Costs are being amortized in the amount of $15.1 million annu-
ally. less related taxes of $6.3 million.

Gross Receipts Taxes
Effective January 1. 1973. the Company began accruing New

5. Bank Leans and Commercia

Jersey gross receipts taxes on current revenues rather than on
the previous basis of taxes paid. The gross receipts taxes on
1972 revenues were deferred and are being charged to opera-
tions by an arnount equivalent to 4% of revenues subject to
the gross receipts tax. During 1983 the Company expects to
amortize the remaining $12.9 million, less related taxes of $5.9
rmillion.

Unamortized Debt Expense

These costs, associated with the issuance or reacquisition 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 Company’s tender offer for its 12%
Series E Mortgage Bonds which will mature in October 2004.
The Company expects to amortize $1.1 million of these costs in
1983.

Over (Under) recovered Electric Energy and

Gas Fuel Costs — net

The net overrecovered costs as of December 31, 1982 consist
primarily of overrecovered electric costs of $45.2 million and
overrecovered gas costs of $34.0 million, which will be re-
funded to customers through reduced bills during the remain-
ders of the respective current levelized pericds. The offsetting
balance of $12.5 million represents underrecovered electric
costs from prior periods which are expected to be recouped by
the end of February 1984.

Nuclear Fuel Disposal Costs

In February 1982 previously unallowed nuclear fuel disposal
costs were recorded and amortization of such costs com-
menced. Salem 2 costs are being amortized over two years and
Peach Bottom 2 and 3 costs are being amortized over seven
years. The unamortized balance consists of $1.6 million applica-
ble to Salem 2 and $45.6 millior: applicable to Peach Bottom.
During 1983 the Company expects to amortize $8.9 million of
such costs less related taxes of $4.1 miilion. In 1982 the
Company recorded $58.6 million of estimated nuclear fuel
disposal costs applicable to Peach Bottom 2 and 3 together
with a deferred liability pending the establishment of a payment
schedule by the Department of Energy (D.O.E.). Until regula-
tions are issued by the D.O.E.. the Company is presently unable
to determine when payments of the deferred liability will com-
mence or the amounts of such payments.

P aper

Bank loans represent the Company's unsecured promissory
notes issued under credit arrangements with various banks and
have a term of eleven months or less. Such notes were issued to
a limited extent in 1981.

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 regarding short-term
debt follows:

1982 1981

(Thousands of Doliars)

Maximum amount outstanding at any
month end
Average daily outstanding (A)

$216,015 $207.551
$107.950 $101.226

Weighted average annual interest rate (B) 1295% 1627%
Weighted average interest rate for

commercial paper outstanding

at year end None 12.72%

(A) Computed by dividing the sum of the daily principal amounts out-
standing during the year by the total number of days in the year
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(B) Computed by dividing short-term interest expense by the average
daily short-term net proceeds.

/. Pension Plan

The Company has a non-contributory, trusteed plan covering all
employees who complete one year of service. As of December
31, 1982, the unfunded prior service costs were approximately
$323.370.000. Information on accumulated plan benefits and
net assets follows:

December 31, 1982 1981

(Thousands of Dollars)

Actuarial present value of

accumulated plan benefits
Vested $357.290 $326.343
Nonvested 45782 33616
$403.072 5359.959
Assumed rate of return 10.0% 10.5%
Market value of Plan Net Assets $367.702 $283.021

The Company's annual contribution is actuarially determined to
provide for fuil funding by December 31, 2001. Pension costs
for the past three years were charged as follows:

1982 1981 1980
{Thousands of Dollars)
Operating Expenses $50.286 547505 $38.042
Utility Plant and Other
Accounts 10344 10954 10284
Total Pension Costs $60.630 558459 548326

The Company offered a special early retirement program dur-
ing the period from June 1, 1980 to October 1, 1980 to em-
ployees meeting certain age and service requirements. Under
the program, 1,367 employees retired. Employees who retired
under the program are paid an unreduced pension under the
Company’s Pension Plan and a special supplement, initially
$500 per month and increasing to $650 per month, payabie
out of the Company’s general funds. The special suppiement
ceases at age 65, upon death, or upon re-employment by the
Company. It is estimated that the special supplement will cost
the Company $50 million over ten years beginning 1980. As al-
lowed by the BPU, these costs are being recovered as incurred.
The unreduced pension provision under the Plan requires addi-
tional funding which is included in the unfunded prior service
cost.
% Contingent Liabilities

The Company has substantial commitments as part of its con-
struction program as well as commitments to obtain sufficient
sources of fuel for electric generation and adequate gas sup-
plies. Construction expenditures of $3.8 billion, including $736
million of AFDC, are expected to be incurred during the years
1983 through 1987.

A contract with Kerr-McCee Nuclear Corporation to supply
uranium concentrates was amended in 1980 to substantiaily
curtail open pit mine operations. In November 1982 an agree-
ment was reached with Kerr-McGee which calls for an extension
of the curtailed operations until January 1, 1986. As of Decem-
ber 31, 1982, the Company and the co-owners of the Salem and
Hope Creek Generating Stations had advanced $40.5 million to
Kerr-McGee against deliveries of uranium concentrates.

Credits have been received amounting to $14.5 million, includ-
ing interest of $4.7 million. The recoupment of $30.7 million,

the balance of such advances, of which approximately 309 is
the responsibility of the other co-owners, is dependent upon
the sale of uranium concentrates by Kerr-McGee to the
Company or other buyers or upon the sale by Kerr-McGee ¢!
the project properties. The Company cannot presently predict
the extent to which such advance payments will ultimately be
recovered. For additional informatior: see page 13.

The Company’s insurance coverages for its nuclear operations
are as follows:

Maximum
Retrospective
Maximum  Assessment for a
Type and Source of Coverage Coverage single incigent
(Millions of Dollars)
Public Liability
American Nuclear Insurers 5160 SNone
Federal Government (A) 400 _85(B)
$560 (C) $ 85
Property Damage
Nuclear Mutual Limited (D) $500 $304
Nuclear Electric Insurance
Limited (D) 415 7.7
American Nuclear Insurers _67 None
5982 $38.1
Replacement Power
Nuclear Electric insurance
Limited (D) S 25(E) $135

(A) Combined retrospective premium program under the Price-
Anderson liability provisions of the Atomic Energy Act of 1954, as
amended. Subject to retrospective 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) Limit of liability under the Atomic Energy Act of 1954, as
amended. for e2ch r.uclear incident.

(D) Utitity-owned mutual insurance company of which the Company is
a member. Subject to retrospective assessment with respect to loss at
any nuclear generating station covered by such insurance.

(E) Maximum weekly indemnity for 52 weeks which commences after
the first 26 weeks of an outage. Also provides $1.25 million weekly for
an additional 52 weeks.

Accounting for Leases

The Company has certain leases for property and equipment
that meet the criteria for capitalization, but in accordance with
rate-making treatment are accounted for as operating leases.
The capitalization of sucr: leases would not have a significant ef-
fect on assets, liabilities or expenses.

Supplementary infor
Inflation (Unauditec)
The Company’s financial statements are prepared in accordance
with generally accepted accounting principles and are stated on
the basis of historical costs, namely, the prices that were in ef-
fect when the underlying transactions occurred. The following
supplementary financial information, prepared in accordance
with Financial Accounting Standards Board Statement No. 33
(FAS 33), is an estimate of the effects on the Company of
general inflation (Constant Dollar) and changes in specific prices
(Current Cost).

The Company advises readers of the imprecise nature of this
t5 and of the many subjective juagments required in the
restatement of selected historical costs to Constant Dollar and
Current Cost. This data shot "1 not be used to make adjust-
ments to the Companys primary financial statements and the
related earnings per average share of Common Stock other

mation Concerning the Effects of



than those adjustments <iown in the following supplementary
financial Gata.

Constant Dollar costs were determined by adjusting historical
costs of Utility Plant and certain other items into dollars of the
same general purchasing power by using the Consumer Price
Index for All Urban Consumers (CPI-U).

Current Cost data purports to show the estimated cost of cur-
rently replacing existing Utility Plant and was measured by
applying primarily the Handy-Whitman Index of Public Utility
Construction Costs to the historical costs of Utility Plant.

Depreciation and Amortization expense, and Amortization of
Nuclear Fuel (included in Electric Fuel, Interchanged Power and
Gas) were adjusted for Constant Dollar and Current Cost using
the rates and methods for computing book depreciation anc
amortization applied to the appropriate inflation adjusted
Utility Plant balances. In accordance with FAS 33, income tax
expense was not adjusted.

FAS 33 requires the disclosure of the amount required to re-
flect Net Utility Plant at its Recoverable Cost if that cost is

+ ¥ (

Supplementary Financial Data Adjusted for the Effects of Ct

the Year Ended December 31, 1982

lower than the inflation adjusted amounts. Also required under
Current Cost is the disclosure of the increase in Current Cost of
Net Utility Plant held during the year and the related effect of
general inflation. The amounts shown in the following table
illustrate that auring 1982 the increase in general inflation was
less than the increase in the Currenrt Cost of Net Utility Plant. In
addition, the amounts shown as Adjustments of Net Utility
Plant to Recoverable Cost (both Constant Dollar and Current
Cost) are adjustments to Historica! Cost in average 1982 dol-
lars. Historical Cost is the amount permitted to be recovered
under the rate regulatory process for utilities in New Jersey.

During inflationary periods, holders of monetary assets, such as
cash and receivables, suffer losses of general purchasing power
while holders of monetary liabilities experience gains. In 1982
the Company’s monetary liabilities, primarily long-term debt.
exceeded its monetary assets resulting in a gain. Since this gain
Is primarily attributable to long-term debt which has been used
to finance Utility Plant. it is netted against the amount by which
the increase in general inflation is (higher) lower than the in-
crease in Current Cost of Net Utility Plant after adjustment to
recoverable cost in the following table.

anging Prices for

(Unaudited)
Historical Cost Constant Dollar Current Cost
(Condensed from the (Average (Average
Financial Statements) 1982 Dollars) 1982 Dollars)
(Thousands of Dollars)
Operating Revenues $3.873.976 $3.873976 $3.873.976
Operating Expenses
Electric Fuel, Interchanged Power and Gas 1.780.861 1,784,238 1.797,299
Other Operation and Maintenance 715916 715916 715916
Depreciation, and Amortization 192.860 43997 489,097
Taxes 5T 729.880 729.880 725.880
Total Operating Expenses 3419517 3.670.005 3.732.192
Operating Income 454 459 203,971 141,784
Other (including Interest Expenses) (111,632) (111.632) (111.632)
Income from Continuing Operations (excluding Adjustment
of Net Utility Plant to Recoverable Cost) S 342827 S 92339 $ 30.152
Increase in Current Cost of Net Utility Plant held during the
year** $ 612070
Adjustment of Net Utility Plant to Recoverable Cost $ 35342 (150.475)
Effect of the increase in General Inflation - (364.066)
Amount by which increase in general inflation 1s lower than
increase in Current Cost of Net Utility Plant after
adjustment to Recoverable Cost 97.529
Gain from decline in purchasing power of Net Monetary Liabilities 103.892 103.892
Net $ 139234 $ 201421
*Inciuding Adjustment of Net Utility Plant to Recoverable Cost, Income from Continuing Operations adjusted for Constant Doliar would have been

$127.681.000

**At December 31, 1982 the Current Cost of Net Utility Plant was $10,136,132.000, while historical (net recoverable) cost was $6.035,066.000.



Adjusted for Effects of Changing Prices
(Unaudited)

Supplementary Five-Year Comparison of Selected Financial Data

(090 omitted where applicable and all adjusted figures are in average 1982 dollars)

For the Years Ended December 31. 1982 1981 1980 1979 1978
Operating Revenues
Historical $3873976 $3471652 $2994054 $2416,707 $2219.785
Adjusted for General Inflation $3873976 53684488 $3507.216 53213753 $3.284.237
Income (Loss) from Continuing Operations
(excluding Adjustment of Net Utility Plant to
Recoverable Cost)
Historical $ 342827 S 264,137 $ 275401 $ 233329
Adjusted for General Inflation S 92339 S 46930 S5 115557 S 103.108
Adjusted for Current Cost S 30152 s (13402) s 39510 $§ 20155
Income (Loss) from Continuing Operations per
Average Common Share (excluding Agjustment of
Net Utility P1ant to Recoverabie Cost)*
Historical $ 324 $ 263 * 313 $ 285
Adjusted for General Inflation s§ 43 S (10 s 84 s 62
Adjusted for Current Cost S (27) S (84) S (20) S (.65)
Amount by which increase in general inflation Is
(higher) lower than increase in Current Cost
of Net Utility Plant after adjustment to
Recoverabie Cost ) $ 97529 5 (190813) $ (396.969) $ (466.956)
Gain from decline in purchasing power of Net
Monetary Liabilities $ 103892 5 235.151 § 331,151 $§ 362346
Net Assets at Year End**
Historical $3.080877 52832930 $2646928 $2435516
Agjusted for General Inflation and
Current Cost $3.046.107 52909414 52961404 53.062.669
Cash Dividends Declared per Commen Share
Historical s 253 $ 244 $229 $ 220 $ 208
Adjusted for General Inflation $ 253 $ 259 $ 268 $ 293 $ 308
Market Price per Common Share at Year End
Historical $23.25 $18.00 $17.00 $19.25 $20.25
Adjusted for General Inflation*** $2325 $18.70 $19.24 $24.48 529.18
Consumer Price Index (1967 = 100)
Average 289.1 2724 2468 2174 1954
Year End 2924 2815 2584 2299 202.9

*After deducting Cumulative Preferred Stock and $1.40 Dividend Preference Common Stock dividends on a historical basis in 1982 and in Average

1982 Dollars for prior years.
**Equals Cornmon Equity and Preferred Stock without mandatory redemption.
***Year-end 1982 Dollars

Prices have been increasing over the last five years. The average
CPI-U increased from 195.4 in 1978 to 289.1 in 1982, an aver-
age annual increase of 10.3%. The increase from 1981 to 1982
was 6.1%, an indication that the rate of inflation in 1982 has
slowed.

Revenues for the five-year period increased from $2.220 bil-
lion in 1978 to $3.874 billion in 1982, an average annual
increase of 14.9%. Restated in average 1982 dollars, revenues
tor the same period would have increased from $3.284 billion
to $3.874 billion, an average annual increase of only 4.2%.

Cash dividends declared per common share went from $2.08 in
1978 to $2.53 in 1982 or an average annual increase of 5.0%.
However, such dividends would have decreased at an average
annual rate of 4.8% or from $3.08 in 1978 to $2.53 in 1982
when restated in average 1982 dollars.

Market price per common share at year end from 1978 to
1982 had an average annual increase of 3.5% or from $20.25
to $23.25. Restated in year-end 1982 dollars the 1978 market
price would have been $29.18 instead of $20.25 resulting in an
average annual decrease of 5.5% from 1978 to 1982.

As shown in the tables above, the gain from decline in purchas-
ing power of net monetary liabilities was not enough to offset
the significant effect of inflation on capital costs (utility plant),
nuclear fuel costs and depreciation.

Lack of adequate recognition of inflation in rate-making in addi-
tion to delayed rate relief accelerates attrition, thereby
contributing to poorer cash flow. By the time increased costs
are included in rates, the related funds have already been
expended.
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Jointly-Owned Facilities

The Company has an ownership interest and is responsible for of each jointly-owned project and the corresponding direct ex-
providing its share of the necessary financing for the following penses are included in the Statements of Income as an operat-
Jointly-owned facilities. All amour*s reflect the Company’s share ing expense.
Amount of Utility Plant Accumulated Provision Amount of Flant
Plant Ownership Interest In Service for Depreciation Under Construction
(Thousands of Dollars)
Coal Generating
Conemaugh 22.50% $ 67629 S 17642
Keystone 22.84% 55,308 17.835
Nuclear Generating
Peach Bottom 42 49% 408.087 111.441
Salem 42.59% 712,198 97571
Hope Creek 95.00% $1.825.704
Nuclear Training Center Various 6.747 132 8.130
Pumped Storage Generating
Yards Creek 50.00% 16.884 3.567
Transmission Facilities Various 74.485 7.347 27.476
Merriil Creek Reservoir 13.906% 3445
Linden Synthetic Natural Gas 90.00% 65.988 34329
Financial Information by Business Segments
Electric Gas Total
For the Years Ended
December 31, 1982 1981 1980 1982 1981 1980 1982 1981 1980
‘Thousands of Dollars)
Operating
Revenues $2.543.191 $2322.042 $2.083900 $1.330.785 $1,149610 $910.154 $3873976 $3471652 $2.994.054
Depreciation and
Amortization 146,643 134,050 127,655 46.217 44.482 42332 192,860 178532 169,987
Operating Income
Before Income
Taxes 533.855 378.082 407.662 99,108 94937 101,147 632,963 473019 508.809
Gross Additions to
Utility Plant 735,997 615976 551,110 77378 67873 74,420 813375 683,849 625.530
December 31,

Net Utility Plant $5369.929 $4813875 $4570355 $ 665137 $ 632218 5606894 $6,035066 $5446,093 $5.177.249
Gas Exploration

Subsidiary and

LNG Project 287911 261,000 220.484 287911 261,000 220484
Other Corporate

Assets 1.148364 1.168539 944,195 435,626 401,457 382932 1583990 1569996 1.327.127
Total Assets $6.518.293 $5982.414 55514550 $1.388674 $1.294675 $1.210310 $7.906967 $7.277.089 $6.724.860

Selected Quarterly Data (Unaudited)

The information shown below in the opinion of the Company Due to the seasonal nature of the business, quarterly amounts
includes all adjustments, consisting only of normal recurring vary significantly during the year.
accruals, necessary to a fair presentation of such amounts.
Calendar Quarter Ended March 31, June 30, September 30, December 31,
1982 1981 1982 1981 1982 1981 1982 1981
(Thousands where applicable)

Operating Revenues $1.144277 $982938 $872657 $733255 $872292 S809.805 $984.750 $945.654
Operating Income 111,347 101669 100839 74,183 126,805 94677 115468 83,738
Net Income 83.389 77.404 71.530 52.941 98,289 71.665 89619 62.127
Earnings Available for Common

Stock $ 70226 S 65865 $ 58386 S 39339 S 84975 S 58447 $ 75375 $ 48948
Earnings per Average Share of

Common Stock $.81 $.86 $67 $.51 $.95 $69 $.80 $57
Average Shares of Cornmon Stock

Outstanding 86,181 76.680 87.176 77526 89.626 84,252 93861 85.261




® Annual increase
1982 compared with

(000 omutted where applicable) 1982 1981 1681 1972
Electric

Revenues from Sales of Electricity (a)

Residential S 791.279 $ 728642 860 1276
Commercial 981.795 871377 1267 1561
Industrial 716.662 684,976 463 1428
Pubiic Street Lighting 37809 33.249 13.71 9.14
Total Revenues from Sales to Customers 2527545 2.318.244 903 14.15
Interdepartmental 1.709 1612 6.02 1022
Total Revenues from Sales of Electricity 2,529,254 2.319.856 903 14.15
Other Electric Revenues 13.937 2186 53756 2459
Total Operating Revenues $2.543.191 $2.322.042 952 1419
Sales of Electricity — kilowatthours (a)

Residential 7,686,548 7,795,988 (1.40 38
Commercial 11,114,655 10.940.609 1.59 2.98
Industrial 10017613 10.923.042 (8.29) (1.26)
Public Street Lighting 301.603 275.489 9.48 2.04
Total Sales to Customers 29.120.419 29.935,128 (2.72) 64
Interdepartmental 25.154 25,567 (1.62) (.26)
Total Sales of Electricity 29.145573 29.960.695 {(2.72) 34
Kilowatthours Produced, Purchased and Interchanged — net 31.563.231 32,204,191 {1.99) 68
Load Factor 51.2% 52.3%

Capacity Factor 34.7% 33.2%

Heat Rate -— Btu of fuel per net kwh ge: 2rated 10677 10,725 (45} (.01)
Net installed Generating Capacity at December 31 — kilowatts 8.995 9.101 (1.16) 1.39
Net Peak Load —— kilowatts (60-minute integrated) 7.042 7,034 i1 1.28
Cocling Degree Hours 6.329 8615 (26.54) (1.40)
Temperature Humidity Index Hours 12,155 15,494 (2155) (1.71)
Average Annual Use per Residential Customer — kwh 5.156 5.261 (2.00) (.29
Meters in Service at December 31 1,746 1.739 40 53
Gas

Revenues from Sales of Gas (a)

Residential S 716308 $ 604521 1849 1456
Commercial 371.027 302.281 2274 1799
Industrial 241,437 240,711 30 1958
Street Lighting 350 290 2069 1480
Total Revenues from Sales to Customers 1.329.122 1,147,803 1580 1623
Interdepartmental 1.068 1,075 (65) 682
Total Revenues from Sales of Gas 1,330,190 1.148.878 1578 16.22
Other Gas Revenues 595 732 (18.72) 1532
Total Operating Revenues $1,330.785 $1.149610 1576 16.22
Sales of Gas — therms (a)

Residential 994647 993,527 i1 (.47)
Commercial 581.739 555.806 467 183
Industrial 465835 514,136 (9.39) (.59)
Street Lighting 331 334 (90) (3.00)
Total Sales to Customers 2.042 552 2.063.803 (1.03) 10
Interdepartmental 2,090 2.430 (1399) (7.31
Total Sales of Gas 2.044 642 2,066,233 (1.04) 08
Gas Produced and Purchased — therms 2.148.875 2.145.325 17 17
Effective Daily Capacity at December 31 - therms 19.139 19.010 68 1.19
Maximum z4-hour Gas Sendout - therms 16.201 14812 9.38 2.94
Heating Degree Days (a) 4820 5.082 (5.16) (12)
Average Annual Use per Residential Customer — therms 853 857 (.47) (.88)
Meters in Service at December 31 1,384 1.378 44 34

(@) Starting in 1973, revenues and sales by customer classification
include accrued and unbilled dollar amounts and sales volumes
from meter reading date to the end of the calendar year. To better

reflect temperature effect on these recorded sales, nesting degree
days are also reported on a calendar-year basis effecuve with 1973.
For 1972. heating degree days remain on a sales-year basis.



1980 1979 1978 1977 1972
$ 684343 $ 545049 $ 512071 $ 492473 $238,025
765356 625596 574557 531,118 230,176
598,716 484,037 444,595 414,058 188,667
32,693 31,437 29.925 27622 15.773
2.081.108 1686.119 1.561,148 1465271 672641
1.720 1559 1670 1916 646
2,082,828 1687.678 1562.818 1.467.187 673287
1072 2179 2,016 2,931 1.546
$2.083.900 $1.689.857 $1.564.834 $1.470.118 $674.833
8.129.198 7.777.369 7.760.868 7.769.629 7.399.963
10,726,086 10.336.445 10.152.827 9.747.908 8.289,066
11,049,642 11,185952 11,134,634 10.627.734 11375579
265.126 260915 260922 259.277 246.496
30,170,052 29.560.681 29.309.251 28,404,548 27.311,104
27,684 26.629 32,638 38331 25.807
30.197.736 29587310 29.341.889 28.442.879 27336911
32,703504 32,021,737 31628876 30,771,719 29,509,136
52.0% 54.3% 54.6% 50.9% 54.2%
35.6% 31.8% 34.4% 32.7% 38.6%
10,713 10,566 10,599 10677 10,685
9.242 9,023 9.061 9.247 7,836
7.159 6.736 6615 6.895 6.201
9.869 7.201 7.188 8.269 7.287
16.526 14,545 13899 14,883 14,450
5443 5233 5.378 5.403 5.307
1732 1.724 1713 1,704 1656
$ 515013 $ 415,157 $ 399,134 $ 344444 $183.953
228577 179970 163.931 137811 70953
164.762 129,665 90.240 78474 40.381
282 274 248 178 88
908,634 725,066 653553 560,907 295375
e 925 790 802 572 552
909,559 725856 654,355 561.479 295927
595 994 596 1198 143
$ 910,154 $ 726850 $ 654.951 S 562677 $296.070
1,023,027 970.462 1.013,043 980,570 1042793
506,550 456.902 447923 432810 485,358
447474 410605 306.672 329211 494,454
335 350 367 376 449
1.977.386 1838319 1,768,005 1.742.967 2023054
2.322 2.328 2.490 2,064 4,463
1.979.708 1,840,647 1,770,495 1,745,031 2027517
2077653 1931549 1852.869 1811019 2,112,844
18.439 18,639 18,639 18933 16.999
14,444 13349 12.235 14,006 12,125
5.256 4677 5317 5.155 4879
875 833 893 862 932
1.370 1.357 1.350 1.350 1338

4



(000 omitted where applicable) 1982 1981
Condensed Statements of income (a) Amount % Amount %
Operating Revenues

Electric $2.543,191 66 $2322.042 67

Gas 1,330,785 34 1.149610 33
Total Operating Revenues 3.873976 100 3471652 100
Operating Expenses

Fuel for Electric Generation and Interchanged Power — net 959382 25 1059539 31

Gas Purchased and Materials for Gas Produced 821479 21 692319 20

Other Operation Expenses 452115 12 385,149 11

Maintenance 220456 6 192,768 6

Depreciation and Amortization 192860 5 178832 S

Amortization of Property Losses 43345 15.362

Taxes Other than Federal Income Taxes 553241 14 474979 14

Federal Income Taxes 176639 4 118737 3
Total Operating Expenses 3419517 88 3117385 90
Operating Income

Electric 383213 10 288,087 8

Gas 71246 2 66.180 2
Total Operatin% Income 454459 12 354267 10
Allowance for Funds Used During Construction (Dcbt and Equity) 91,427 2 95679 3
Other Income — net 17578 1 15,780
Interest Charges (220,637) (6) (201,589) (6)
1icome before Extraordinary Items 342827 9 264,137 7
Extraordinary Items, net of income tax:

Unrecoverable costs of Atlantic Project

Gain on sale of Transport of New Jersey
Net Extraordinary Items =
Net Income 342827 9 264,137 7
Preferred and P, eference Stock Dividends 53865 2 S18W 1
Earnings Available for Common Stock S 288962 7 $ 212599 6
Shares of Common Stock Outstanding
End of Year 94,8435 86.089
Average for Year 89.233 80.962
Earnings per average share of Common Stock $3.24 $2.63
Dividends Paid per Share $2.53 $2.44
Payout Ratio 78% 93%
Rate of Return on Average Common Equity (c) 12.22% 9.79%
Ratio of Earnings to Fixed Charges Before Income Taxes (d) 3.32 287
Book Value per Common Share (e) $25.90 $25.66
Utility Plant $8.100,579 $7.320,764
Accumulated Depreciation and Amortization $2,065513 $1.874.671
Total Assets $7.906.967 $7.277.089
Capitalization
Mortgage Bonds $2.341.142 41 $2.140835 40
Debenture Bonds 238640 4 269268 5
Other Long-Term Debt 720
Total Long-Term Debt 2579782 45 2410823 45
Preferred Stock with Mandatory Redemption 111250 2 77913 2
Preferred Stock without Mandatory Redemption 554994 9 554.994 10
$1.40 Dividend Preference Common Stock and Common S'ock 1610879 28 1423739 27
Premium on Capital Stock 557 557
Paid-In Capital 26.185 1 26,143
Retained Earnings 888262 15 827497 16
Total Common Equity 2525883 44 2277936 43
Total Capitalization $5,771.909 100 $5.321.666 100

(a) See Summary of Significant Accounting Policies, page 25. Notes to

ysis of Financial Condition and Resuits of Operations, page 44

(b) Excludes the net extraordinary gain of $6.316,000 or $.09 per
Financial Statements. page 34. and Management's Discussion and Anai- share
(c) Balance available for $1.40 Dividend Preference Common Stock and

Common Stock divided by the thirteen-month average of Common

42 Equity.



1980 1979 1978 1977 1972
Amount % Amount % Amcount % Amount % Amount 9%
$2,083900 70 $1689857 70 $1564834 70 $1470118 72 $ 674833 70
910,154 30 726,850 30 654951 30 562677 28 296,070 30
2994054 100 2.416,707 100 2.219,785 100 2,032,795 100 970,903 100
866,802 29 620546 26 541802 24 538916 27 203381 22
513988 17 384,759 16 327990 15 257897 13 117910 12
322220 11 287086 12 267,731 12 250531 12 168,132 17
169813 6 149,027 6 127423 6 124876 6 80,215 8
169,987 6 162.989 T 158,248 F 147652 7 91,037 9
11,024 303 1,038 1,185
431890 14 364411 15 328216 15 293,796 14 132827 14
131,178 4 123,965 S 146,937 7 120,969 € (991)
2616902 87 2,093,086 87 1899385 86 1,735822 85 792511 82
307372 10 269443 11 266513 12 250385 13 141,181 14
69,780 3 54178 2 53,887 2 46,588 2 37.211 4
377152 13 323621 13 320400 14 296973 15 178392 18
77552 2 56.593 3 41,305 2 49540 2 45,011 5
10,259 6,263 4515 1,447 (5.,166) (1)
(189,562) (6) (153,148) (6) (137.434) (6) (133,718) (7) (102,034) (10)
275,401 9 233329 10 228,786 10 214242 10 116203 12
(13,219)
19,535
6316
281,717 9 233329 10 228786 10 214242 10 116203 12
46,341 1 46,799 2 46,799 2 45,065 2 21,117 2
$ 235376 8 $ 186,530 8 $ 181987 8 $ 169,177 8 $ 95086 10
76,615 68914 64,120 59,806 43861
73,069 65.409 61,783 59,243 41,541
$3.13(b) $2.85 $2.95 $2.86 $2.29
$2.29 $2.20 $2.08 $1.92 $1.70
73% (b) T7% 71% 67% 74%
11.63% 10.46% 11.01% 10.95% 9.36%
3.14 336 3.77 3.52 2.08
$26.38 $26.26 $26.13 $25.57 $23.48
$6.881,209 $6,325,033 $5.810.329 $5.654,097 $3,999.474
$1,703.960 $1,589,049 $1.447,039 $1.314916 $ 831673
$6,724.860 $6,088.766 $5,508,164 $5,125,497 $3.402.305
$2,041556 41 $1.940513 41 $1692642 39 $1647445 40 $1239602 39
276,590 5 314,726 7 322,682 7 330812 8 430857 14
1,200 1,680 2,160 2.640
2319346 46 2256919 48 2017484 46 1,980,897 48 1670459 53
29,750 1 31,500 35,000 1 35,000 1
554994 11 554984 12 554994 13 554994 13 374994 12
1252103 25 1,106824 23 1014184 23 919,752 22 622878 20
557 557 557 557 539
26,093 1 26,065 1 26,065 1 26,065 26,065 1
813,181 16 747076 16 704909 16 651885 16 443443 14
2091934 42 1880522 40 1,745,715 40 1598259 38 1092925 35
$4,.996,024 100 $4,723935 100 $4,353,193 100 $4.169,150 100 $3,138,378 100

pense and, starting in 1980. an interest factor in rentals.
(e) Totas Common Equity divided by year-end Common Stock shares
pius double the $1.40 Dividend Preference Common Stock shares.

(d) Net Income plus Income Taxes, Deferred Income Taxes, Investment
Tax Credits and Fixed Charges divided by Fixed Charges. Fixed Charges
include Interest on Long-Term and Short-Term Debt. Other Interest Ex-



On January 7. 1983, the Company file:. a petition with the
Board of Public Utilities of the State ot ilew Jersey (BPU)
designed to increase base rates by $464.5 million on an
annual basis. The total is comprised of $397.4 million for
electric service and $67.1 miilion for gas. The request was
necessary due to inadequate financial relief in recent rate
cases, the need for improved cash flow to complete the con-
struction program, and the decline in electric and gas sales
due to the slow economic recovery. As more fully discussed
on page 6, the Public Advocate of New Jersey has moved to
dismiss the Company’s petition. The motion is currently
being considered by the BPU.

A more detailed discussion of the Company's operating
results, liquidity and capital resources follows.

Earnings and Dividends

Earnings per average share of Common Stock were $3.24
for 1982, an increase of 61¢ or 23% from 1981. Increased
revenues, reflecting the February 1982 rate inicrease, out-
paced the rise in operating costs.

Earnings per share were $2.63 for 1981, a decline of 50¢
or 16% from 1980 b=fore giving effect to the net extraordi-
nary gain of 9C in 1980. Including the 1980 extraordinary
items, earnings were lower by 59¢C per share. Revenues in
1981 did not keep pace with operating costs as a result of
continuing inflation, minimal sales growth, and lack of addi-
tional rate relief.

Dividends paid to holders of Common Stock have grown
over the last three years rising to $2.53 per share in 1982
from $2.44 per share paid in 1981, and $2.29 per share in
1980. Such amounts, compared to earnings before extraor-
dinary items, resulted in payout ratios of 78%. 93%. and
73%, respectively. Total Common Stock dividend payments
in 1982 increased 15% over 1981 and 35% over 1980 due
to the increase in shares of Common Stock outstanding as
well as the higher dividend rate.

Revenues and Sales
Total revenues increased in 1982 due primarily to higher
rates and in 1981 to greater recoveries of electric energy
and gas fuel costs. Electric energy and gas fuel costs follow
amounts recovered through revenues, as permitted by
energy cost rate orders, and therefore have no effect on
earnings.

Electric revenues increased 9.5% in 1982 and 11.4% in
1981. The components of these changes are highlighted in

the table below:

Increase or (Decrease)

1982 vs. 1981 1981 vs. 1980
(Millions of Dollars)

Changes in base rates $291 $ 36
Recoveries of energy costs (49) 216
Kilowatthour sales (33) (15)
Other operating revenues 12 1

$221 $238

1982 — Electric kilowatthour sales decreased 2.7%. The
cooler and less humid weather in 1982 and continued cus-
tomer conservation were the main reasons for the 1.4%
drop in Kesidential sales. Also, Industrial sales declined 8.3%
as a result of the economic recession. These decreases were
slightly offset by the 1.6% increase in Commercial sales.

1981 — Electric kilowatthour sales decreased .8% from
1980. Despite an increase in customers, Residential sales de-
creased 4.1% primarily due to customer conservaticn and
the cooler and less huriiid weather during the summer. The
1.1% decline in Industrial sales was due to a drop in produc-
tion levels as a result of the sluggish economy during the
year. Commercial sales increased 2.0%, principally due to a
slight increase in customers. All classes of sales continued to
reflect the overall impact of the economic slump and the
effect of continued energy conservation throughout the
Company’s service area.

Gas revenues rose 15.8% in 1982 and 26.3% in 1981.
The principal factors are shown below:

Increase or (Decrease)
1982 vs. 1981 1981 vs. 1980
(Millions of Doilars)

Changes in base rates $ 39 $ 24
Recoveries of gas costs 136 204
Therm sales 6 1

$181 $239

1982 — Gas therm sales decreased 1.0%. Inustrial sales
fell 9.4% from 1981 primarily as a result of the continuing
economic recession. Commercial sales were up 4.7%, the re-
sult of greater customer usage and an increase in customers.
Residential sales were held to an increase of .1% principally
due to moderate weather conditions experienced late in the
year and continued conservation.

1981 — Gas therm sales increased 4.4%. Commercial
and Industrial sales increased 9.7% and 14.9%, respectively.
These gains came about as the price advantage and availabil-
ity of gas continued to spur conversions from oil during the
year. Over 300 large Commercial and Industrial customers
were added. Despite an increase in customers, Residental
therm sales decreased 2.9% from 1980 as winter tempera-
tures were less severe and customers continued to conserve.

Substantially all revenues are subject to New Jersey gross
receipts taxes and as a result the amount of these taxes
varies in direct proportion to revenues. The effective rate is
approximately 13%.

Energy Costs
The year 1982 marked the first time in over a decade that
the cost of fuel for electric generation decreased. As a result
of a full year's generation from Salem 2 and outstanding
performances by the two Peach Bottom units, nuclear gen-
eration increased by more than a third over the previous
year and provided 34% of the Company’s total energy re-
quirements compared to 25% in 1981. These factors made
it possible to reduce higher priced steam generation from oil |
and natural gas an average of 22%. Demands for other gen- |
eration and Pennsylvania-New Jersey-Maryland (PJM) inter- |
changed power pcol energy, two of the higher priced
sources when compared to nuclear power, were down 55%
and 399, respectively.
|
|



Effective June 1982 the electric Levelized Energy Adjust-
ment Clause (LEAC), with the approval of the BPU, was re-
duced $250 million over the ensuing 13 months. The
reduction was made possible by an increase in nuclear
generation, a decline in oil prices, purchases of power at
lower cost, and completion of the recovery of nearly all elec-
tric costs of previous periods. On January 13, 1983, the
Company filed a petition with the BPU to lower the LEAC for
a second time, by $104 million, for the 17-r:onth period
through June 1984, again reflecting projected greater
nuclear production and lower fuel costs. The BPU took the
request under consideration.

As a member of the PJM and as a party to several agree-
ments which provide for the purchase of available power
from neighboring utilities, the Company is abie to optimize
its mix of internal and external sources using the lowest cost
energy available at any given time. Energy costs are adjusted
to match amounts permitted to be recovered through
revenues and have no effect on earnings.

Total energy costs decreased 9% in 1982, as compared to
an increase of 22% in 1981 over 1980, as described below:

Increase or (Necrease)

1982 vs. 1981 1981 vs. 1980

(Millions of Dollars)

Change in prices paid for fuel

supplies and power purchases  $(122) $110
Kilowatthour output (19) (13)
Adjustment of actual costs to

match recoveries through

revenues 44 33
Replacemerit energy costs in

1981 for which recovery was

disallowed by BPU (3) 3

$(100) $193

(Gas costs are adjusted to match amounts recovered through
revenues and do not arfect earnings. Costs were 19% higher
in 1982 and 35% higher in 1981. Contributing factors are
shown below:
Increase or (Decrease)
1982 vs. 1981 1981 vs. 1980

(Mitlions of Dollars)

Higher prices paid for gas

supplies $104 $141
Refunds from pipeline suppliers 4 (17)
Therm sendout 1 18
Adjustment of actual costs to

match recoveries through

revenues 20 36

$129 $178

Liquidity and Capital Resources

The Company's liquidity is affected principally by the con-
struction program and. to a lesser degree, by other capital
requirements such as maturing debt and sinking fund re-
quirements. The capital resources available to meet these re-
quirements are funds from internal generation and external
financing. Internally generated funds depend upon economic
conditions and adequate and timely rate relief, while access
to the long-term and short-term capital and credit markets
is necessary for obtaining funds externally.

Construction Program

The Company maintains a continuous construction program.
which includes payments for nuclear fuel and investments in
and advances to energy resource subsidiaries. This program
is periodically revised as a result of changes in economic
conditions, and depends on the ability of the Company to fi-
nance construction costs and to obtain timely rate relief.
Changes in the Company’s plans and forecasts, price
changes, cost escalation under construction contracts, and
requirements of regulatory authorities may also resuit in
revisions of the construction program.

Construction expenditures of $842 million in 1982 and
$717 million in 1981 inciuded aliowance for funds used dur-
ing construction (AFDC) of $91 million and $96 million,
respectively. Construction expenditures are estima‘ed at
$3.8 billion for the five years ending in 1987 and include
AFDC of $736 million.

These estimates are based on certain expected comple-
tion dates and anticipated escalation due to inflation of an-
proximately 8.5%. Therefore, construction delays or
inordinate inflation levels could cause significant increases in
these amounts. The Company expects that with adequate
rate relief it will generate internally approximately 50% of
its construction expenditure requirements, excluding AFDC.
No assurance can be given as to future rate increases. The
balance will be provided by permanent financing through the
sale of securities and may include term bank loans.

.on,a-Term Financing
During 1982 the Company raised more than $443 million
through the sale of $223.5 million of Mortgage Bonds.
$187.1 million of Common Stock and $35.0 million of Pre-
ferred Stock. As a result, the Company’s interest and divi-
dend requirements have continued to increase.

At December 31, 1982 book value per common share
amounted to $25.90 compared to $25.66 at December 3°,
1981. The market value of common shares expressed as 4
percentage of book value was 83.8% and 70.1% at year-end
1982 and 1981, respectively.

in =ddition to periodic sinking fund redemption require-
ments, five bond issues aggregating $206 million will ma-
ture and will require refinancing by 1987.

Under the terms of the Company’s Mortgage and
Restated Cer ificate of Incorporation, at December 31, 1982
the Company could issue an additional $1.1 billion principal
amount of Mortgage Bonds at a rate of 12.25% or $800
million of Preferred Stock at a rate of 12.0%. Present plans
for 1983 call for the issuance of Mortgage Bonds, Common
Stock and Preferred Stock.

In April 1982 the Company renewed a then existing $125
million domestic revolving credit agreement and increased
the line of credit to $200 million. The present revolving
agreement expires in April 1984, but permits the Company
to convert the balance outstanding at the end of the period
to term loans due in April 1987. The Company also has the
option to extend the agreement on a year to year basis. The
Company has not made any borrowings under this
agreement.

In 1982, PSEsG Overseas Finance N.V., a wholly-owned
Netherlands Antilles subsidiary, was formed. The financial
subsidiary will be able to provide the Company with access
to long-term capital markets abroad.



Short-Term Financing

For interim financing. the Company is authorized to have a
total of $300 million of short-term obligations outstanding
at any given time. The availability of short-term financing
provides the Company greater flexibility in the issuance of
long-term securities. The Company's average daily short-
term debt during 1982 was $108 million — $7 million over
last year's average. However, at year end the Company had
no short-term debt outstanding.

In January 1982, the Company entered into a Letter
Agreement establishing a $75 million Two-Year Revolving
Credit Facility with a group of international banks, under
which the Banks have agreed to make revolving loans for
one month, three months or six months at a rate based upon
the London Interbank Offered Rate for deposits in United
States Dollars. No borrowings have been made under this
arrangement.

The Company continues to have to finance larger cus-
tomer accounts receivable. As of the end of 1982 receivables
from customers approximated $361 million (excluding un-
billed revenues of $182 million) and were $22 million higher
than at the end of 1981. Reflecting the slowdown in the
economy, customer payments have slowed as the amounts
of bills have increased. Furthermore, net write-off of uncol-
lectible accounts this year was $5.4 million greater than the
$27.0 million in 1981. The increases in accounts receivable
and uncollectible accounts also reflect a requirement of the
BPU prohibiting the termin-tion of electric and gas service in
New Jersey during the winter rrionths with respect to cer-
tain customers with financial need who are unable to pay
utility bills.

Cash Position

The Company’s cash position improved greatly during 1982
as a result of the collection of energy costs deferred from
prior years. the overrecoveries of 1982 energy costs, rate
relief granted in February 1982, and equity and iong-term
debt financing.

Any improvement resulting from overrecoveries is only
temporary because ary overrecovery remaining at the end
of one levelized period is retsrned to customers with inter-
est in the subsequent period.

Effects of Inflation
Inflation conitinues to affect the national economy and the
Company but not as severely as in the past few years. The
Average Consumer Price Index was 289.1 an increase of 6%
over 1981 compared to increases of over 10% for the
preceding three years. The Company has experienced record
interest charges in recent years and increased dividend re-
quirements at a time when substantial amounts must be
raised in the capital markets to finance needed construction.
Rising prices also have impacted construction. fuel and labor
costs.

For additional information on the effects of changing
prices, see Note 10 of Notes to Financial Statements.



Stock Symbol PEG

The Company’s Common Stock and $1.40
Dividend Preference Common Stock are
traded on the New York Stock Exchange and
the Philadelphia Stock Exchange.

The following table shows the quarterly
dividends paid for the periods indicated and
the high and low NYSE Composite prices of
such stocks:

Common Stock

1982 1981
Dividend 64c¢* 61¢
Price
First Quarter 20%a—17% 19%-17
Second Quarter 2176-19'% 199417
Third Quarter 234-19'% 19'4-16'%

Fourth Quarter 23%-20%  20'6-16'%

*61¢ First Quarter only.

$1.40 Dividend
Preference Common Stock

1982 1981
Dividend 35¢ 35¢
Price
First Quarter 11 - 9% 107-10'48
Second Quarter 11 - 9% 10%-10
Third Quarter 1134 9% 1036~ 9%
Fourth Quarter 12%-1074 11 - 9%

Transfer Agents All Stocks

Morgan Guaranty Trust Company of New York,
30 West Broadway. New York, NY. 10015

Stockholder Services,

Public Service Electric and Gas Company
80 Park Plaza, PO. Box 570,

Newark, N.J. 07101

Reaistrars All Stocks
Fideiity Union Bank,
765 Broad Street, Newark, N.J. 07101

Morgan Guaranty Trust Company of New York,
30 West Broadway, New York, NY. 10015

Additional Reports Available

Form 10-K

Stockholders or other interested persons
wishing to obtain a copy of the Company’s
1982 Annual Report to the Securities and
Exchange Commission, filed on Form 10-K,
may obtain one without charge by writing to
the Vice President and Treaurer, Public
Service Electric and Gas Co: pany, PO. Box
570, Newark, New Jersey 07101. The copy so
provided will be without exhibits. Exhibits
may be purchased for a specified fee.
Financial and Statistical Review

A comprehensive statistical supplement to this
report, containing financial and operating data
for the years 1972-1982 will be available this
Spring. if you wish to receive a copy, please
write to the Vice President and Treasurer,
Public Service Electric and Gas Company,

P.O. Box 570, Newark, N.J. 07101.
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Ofﬁcers

Robert [. Smith
Chairman of the Board and
Chief Executive Officer

Harold W. Sonn
President and Chief
Operating Officer

William E. Scott
Executive Vice President —
Finance

Stephen A. Mallard

Senior Vice President — Planning
and Research and President of
PSE&G Research Corporation

James B. Randel, Jr.

Senior Vice President of the
Company and President of
Energy Development Corporation

Richard M. Eckert
Senior Vice President — Energy
Supply and Engineering

Robert W. Lockwood
Senior Vice President — Administration

John F. McDonald
Senior Vice President -
Governmental Affairs

Everett L. Morris
Senior Vice President —
Customer Operations

Frederick W. Schneider
Senior Vice President —

Corporate Planning

Donald A. Anderson
Vice President —
Coinputer Systems and Services

Frederick M. Broadfoot
Vice President - Law

Robert M. Crockett

Vice President — Fuel Supply and
President of Energy Pipeline
Corporation and Energy Terminal
Services Corporation

Fredrick R. DeSanti
Vice President —
Rates and Load Management

Robert H. Franklin
Yice President — Public Relations

Carroll D. James
Vice President -
Administrative Planning

Frank P. Librizzi
Vice President — Production

Charles E. Maginn, Jr.

Vice President — Human Resources

Wallace A. Maginn

Vice President and Treasurer

Winthrop E. Mange, Jr.
Vice President -
Corporate Services

Thomas J. Martin
Vice President -
Engineering and Construction

Parker C. Peterman
Vice President and Comptrolier

Louis L. Rizzi
Vice President - Customer and
Marketing Services

Robert J. Selbach

Vice President — Transmission
and Distribution

Rudolph D. Stys
Vice President — System Planning

Richard A. Uderitz

Vice President — Nuclear

Robert S. Smith
Secretary

Changes in Organization

Edward J. Lenihan, Vice President —

Public Relations, retired on February 28,

1982, after more than 43 years of ser-
vice. Robert H. Franklin was elected
Vice President — Public Relations by the
Board of Directors, effective March 1,
1982.

Edward G. Outlaw, Executive Vice
President — Corporate Planning,
retired effective August 31, 1982, after
more than 43 years of service. The

Board of Directors elected Frederick W.
Schneider as Senior Vice President -
Corporate Planning, and Frank P
Librizzi to succeed Mr. Schneider as
Vice President — Production, both
effective September 1, 1982.

Frederick M. Broadfoot retired as Vice
President — Law on December 31, 1982
after 34 years of service. Effective Jan-
uary 1, 1983, R. Edwin Selover was
elected Vice President and General
Counsel.

Lawrence R. Codey was elected Vice
President and Corporate Rate Counsel,
also effective January 1, 1983. ]

John F. McDonald, Senior Vice Presi- {
dent — Governmental Affairs, retired

effective December 31, 1982, after

more than 34 years of service. William

Saller was elected Vice President -

Governmental Affairs, effective

January 1, 1983.




Directors

James R. Cowan, M.D.

President and Chief Executive Officer, United
Hospitais Medical Center, Newark. New Jersey.
Member of Audit Committee.

W. Robert Davis

Former Chairman of the Board and Chief Executive
Officer, Bancshares of New Jersey, Moorestown
New Jersey.

Chairman of Audit Committee and Member of
Nominating Committee.

TJ. Dermot Dunphy

President. Chief Executive Officer and director,
Sealed Air Corporation (manufactures protective
packaging systems), Saddle Brook, New Jersey.
Member of Nominating Committee and
Organization and Compensation Committee.

Robert R. Ferguson, Jr.
President, Chief Executive Officer and director, First
National State Bancorporation, Newark, New Jersey.

Member of Finance Committee.
Margery Somers Foster

Professor of Economics Emeritus, and former Dean
of Douglass College. Rutgers. The State University of
New Jersey, New Brunswick, New Jersey.

Member of Audit Committee and Nominating
Committee.

D. Wayne Hallstein

Director and former President, Ingersoli-Rand
Company (diversified manufacturer of machinery,
equipment and tools). Woodcliff Lake, New Jersey.
Member of Finance Committee and Organization and
Compensation Committee.

Irwin Lerner

President, Chief Executive Officer and director.
Hoffmann-La Roche Inc. (manufactures
pharmaceuticals and fine chemicals and provides
health testing services), Nutley. New Jersey.
Member of Organization and Compensation
Committee.

William E. Marfuggi

Chairman of the Board and director. Victory Optical
Manufacturing Company {manufactures ophthaimic
frames) and Chairman of the Board and director,
Plaza Sunglasses, Inc. (manufactures sunglasses).
both of Newark, New Jersey.

Member of Finance Committee.

Marilyn M. Pfaltz
Partner of P and R Associates (public relations and
publicity specialists). Summit, New Jersey.
Member of Audit Committee.

James C. Pitney

Partner in the law firm of Pitney, Hardin, Kipp &
Szuch, Newark and Morristown, New Jersey.
Member of Audit Committee and Executive
Committee.

Kenneth C. Rogers

President, Stevens Institute of Technology.

Hoboken, New Jersey.

Chairman of Nominating Committee and Member of
Organization and Compensation Committee.

William E. Scott
Executive Vice President — Finance of the Company.

Member of Executive Committee and Chairman of
Finance Committee.

Robert I. Smith

Chairman of the Board and Chief Executive Officer of
the Company.

Chairman of Executive Committee and Member of
Finance Committee.

Harold W. Sonn

President and Chief Operating Officer of the
Company.

Member of Executive Committee and Finance
Committee.

Robert V. Van Fossan

Chairman of the Board. Chief Executive Officer and
director. The Mutual Benefit Life Insurance Company,
Newark. New Jersey.

Member of Executive Committee and Finance
Commuittee and Chairman of Organization and
Compensation Committee.
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