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Financial Highlights Contents

r i PSE AC Profileg

a Message to $hareholders(Thousands of Dollars where apphcable) 1985 1984 r I

Electnc Sales - Megawatthours 32,320,508 31,597,401 2
7 A Company m Transition

Gas Sales - Kilott.erms 2,125,674 2,147,315 (Il e The hnancul Picture

Total Operating Revenues $ 4,409,054 $ 4,196,124 5 if Review of Operations
Total Operating Expenses $ 3,781,268 $ 3,597,986 5 se Fmancul Statement

ResponsibilityEarnings Available for Common Stock $ 484,550 $ 429.808 13

27 Financial statements
Shares of Common Stock (Thousands!

Average 122,344 108,913 12 3f Independent Accoununts'

Year-end 131,699 112.563 17 Orimon
"* ' "

Earninxs per Average Share of Common Stock $1.96 $3.95 c oun n P cs
Dividends Paid per Share of Common stock $2.81 $2.70 4 as Notes to -mancial

5''' '"C ""Common Stockholders - Year-end 231,732 234,156 (II
43 Managemert's Discussion

Coverage Ratios
and Analvs iof

Fixed Charges 3.76 3 61 ,

[ffniFixed Charges and Preferred Dividends 2.91 2.76 Rcsul (f
Return on Average Common Equity 14.03 % 14.43 % 48 Operatmg Statt ascs

_

ikx>k Value $28.04 $27.17 3 de Financul 5taustics
Year <nd Market Pnce lite 26 % IN sf Directors
Cross Additions to Utihty Plant $ 1,220,089 $ 967,365 26 se Otficers
Total Utihty Plant at Original Cost $10,977,321 $ 9,870,429 1I sa Corporatc Information

Atee#f the Coverr
Pubhc Servne Electnc and Gas
Company ioms in celebrating
the Centennial of the Statue of
Liberty in 1986.

The Company is proud to
provide the electrioty to hght ;

'

the torch that has been a beacon
of hope and a sign of welcome
for milhons of Amencans. And
it is proud to have pnxluced a
27-minute fdm hononng the |
many immigrants who pmed ,

through Elbs bland. |
Ilarold W. Samn, bl &G's

chairman of the board, serves
anhairman of the New lency

,
' 5 tate Campaign for the Liberty

Centennul, to raise funds for
the restoration of the Statue of

| 1 bcrty and Lihs bland
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##Today, the financial conununity tends TM ",, ,,cp ,

to perceive the utility business as an in- ce" r,en '

creasingly uncertain investment. However, wpre ,,4sn
f, ,

conditions of the rest of the 1980s and, / # . |
for that matter, of the 1990s and beyond / . /

must not be viewed with trepidation-if a / 'h eM .,

company is active, flexible and adaptive. / pe .' y
.

"' "During the 1980s, pSE&G has con- j
I centrated on completing the Hope Creek '

~-.
Generating Station, its last major con- fr','$s 5" '

-.-
3' 'struction project in this century. We will

c,o
r .. s -

continue focusing on Hope Creek until it is ,,,,,,,a p-'

| placed in service, which is expected to be $ $ "s"" # "
later this year. p4

' g
j f [, c'

Once this maior milestone is reached, ,

f
8g1'pSE&G will be ready for the future, and the ,,n t

| holding company will fit this need. WM'*
I #f ,

Our service area is relatively mature, ' '

'
.

with only modest growth projected. pSE&G, f' g gGY|
like the utility industry,is confronted with

'

m
| , ,a;

dformidable, unregulated competition. For gi'Y;
'

j
| | j,$ @i example, changes in federal regulation en- ;

able natural gas consumers, especially large j | !
' * " ' ' , ,

-

m.
,

users, to buy the fuel privately and make deed
| ! -

'

their own arrangements for pipeline de- [' d 53 " | | w "% oi

""
; llivery.The business of a gas distribution m

,

utility, such as pSE&G, is changing.
'

Diversification would provide the 3Cs%g
"~

'

Company with the opportunity for growth
in earnings without increased rates for
electric and gas customers. We feel that the
holding company structure offers the best
way for diversification and provides a basis
for insulating customers from results of s '"

gIunregulated businesses. It allows also for '"
,,

'greater freedom for innovation and initiative.
Common stockholders would par- '

,

| ticipate in the benefits and the risks of the |
Company's investment in non-regulated j , ,, |

' 'businesses.The formation of the holding p ia.nda
i company is described in much greater depth ,,,nine *"# .-

in the Company's proxy statement, and you ,-G
| are encouraged to read it carefully. ' "M

.4

. - - _ _
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Assuming we garner all the necessary mercial operation sometime in the second
approvals, including the endorsement of half of the year.
our holders of Common Stock and $1.40 Hope Creek's cost has been increasing,
Dividend preference Common Stock when partly because of scheduling adjustments
we meet in April, the Company would and partly because of higher labor and other
undergo restructuring in May. construction charges. We are concentrating

While 1985 was a year m which we on placing the plant in service as quickly as
sharpened our focus on the future, it was possible, without sacrificing quality, for the
also a year in which we paid careful atten- benefit of our customers and . stockholders.
tion to the present. The cost of the plant is now expected to be

Eamings per share of Common Stock between $4.15 and $43 billion, which is
were $3.96, compared with S3.95 in 1984 about $400 million in excess of the cost cap

wlren1here were 13.4 million fewer shares. contained in the 1982 cost containment
,

In May, we raised the quarterly divi- agreement for the plant. The final figure i

dend by three cents to 71 cents a share. will not be known until Hope Creek begins
it marked the tenth consecutive year we operation, because of numerous clean up
increased the dividend in line with our items and testing which must be completed.
pol (cy to raise it on a regular basis. The in- llased qn our present estimate, the cost
dicated annual rate is now S2.84 per share. overruns will result in a reduction in earn.

New Jersey continued to hold world- ings pu slure of between 5 cents and |
wide appeal as a place to do business. Many 8 cems in 1987 under the camings penalty
foreign firms have found the state to be in the cost containment agreement. The

an ideal home, and thpy now account for a reduction would be less in subsequent years.

sizable portion of its workforce. Developers in December, we petitioned the New
have excitedly pursued plans along the Jersey lloard of Public Utilities (llpU) for
Hudson River waterfr6nt-New Jersey's a $6M6 million, or 14/2% increase in
Gold Coe,st-and in other key regions from annual revenues. Nearly 90% of the total is

the Mea @ wlands to Iturlington County. in elceiric revenuer,, mostly attributable to
Milestones marked the year at both the completion of Hope Creek.

our Salem and Hope Creek Cencrating The rate increase request also reflects
Stations. hi December, Salem I broke the anticipated savings in the cost of fuel,
national record for annual electnc genera- stemming from Ilope Creek's operation. Ily

tion by any type of unit-nuclear, coal, oil the time we receive a ruling on our appli-

or gas. Its 277 consecutive days of service cation, our existing base rates will have

was a Company record!$alem 2 returned been in effect for over two and a half years.

to operation in May after a long outage We helieve, therefore, that the amount of

because of a problem with its generator, and increau in our petition is reasonable. We

it performed well for the,halance of 1985. anticipate a decision in September when

Ily the end of the year, Hope Creck's we expect Hope Creek in service.
'

construction was virtually completed. The With the completion of Ilope Creek,

plant began undergoing a series of tests the Company will end a period of heavy

in anticipation of fuelloading in 1986. construction expenditures. We do not plan

plans call for the unit to be placed in com- any new large genciating units for at least

4
'

<.
_ _ _ _ . _ . _ . _ - . _ _ _ _ . _ _ _ _ _ _ . . _ . . _ . - . _ _ _ . _ _ _ _ _ . _ . _ _ __
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A Company In Transition
|

In 1985, PSE&G took several steps to meet the subsidiary. The corporation will serve as a vehicle
challenges anticipated in the near future. The action for investing available funds so that they cam a
reflected the Company's concern for its financial reasonable return that will enhance the overall
strength and its high-quality service to customers. fmancial strength of the Company.

PSRC, along with a consortium of other util-
Holding company proposed

ities, invested in a communications satelhte
On July 16, the Company's Board of Directors

launched by NASA from the space shuttle Atlantis
authonzed the formation of a holding company

n November 27. PSRC mvested 512.9 milhon forwhich would own all voting stock of PSE&G, subject
its share in the satclhte, and it will receive rental

to the approval of the New Jersey Board of Public
payments and tax benefits.

Utilities (BPU) and the Company's stockholders.
Under the proposal, which was endorsed by the Atanagement assessments inunched

BPU in early 1986, a company, to be named Public During the year, there were actinties on several
Service Enterpnse Group Incorporated, would be fronts that will figure in any restructunng the
established. The present company, PSE&G, would Company may underga
become a subsidiary of the new holding company A strategic management group was formed to
and would continue as a regulated electne and gas develop a process which will provide semor man. ige-
utshty under the laws of the state.Two present ment with early identification and effective analysis
subsidiaries of PSE&G-Community Energy Alter- of strategic options available to the Company. The
natives Incorporated, and Public Service Resources strategic process wil! enable PSE&G to seize thase
Corporation-also would become subsidiaries of the opportumties which will improve its core business
holding company. and defme its role as a highly visible Part c: pant in

Details about the restructunng appear in the directing the future management and use (,f energy
Company's proxy statement. All stockholders are m New Jersey.
encauraged to read the statement. Holders of Com- A separate program was launched to create a

mon Stock and $1.40 Dividend Preference Common leaner, more efficient organization by reducmg levels
Stock will be asked to vote on the proposal at the of management and broadening the span of control.
Annual Meeting on Apnl 15,1986. Nearly 200 management positions will be ehminated

'"' E' ~" " ' " ' " " 'Cogeneration subsidiary begins activities
in addition, a management audit of all Com-

Community Energy Alternatives incorporated (CEA),
pany operan ns was conducW dunng tk year by

formed as a subsidiary of the Company in 1984,
#* #' '' '"''I"''""' ' '""" * 'Nbegan formal operations in 1985. It will participate

top m nagement c nsultmg firms. The audit was
in the development of cogeneration and small power

done in line with a 1982 law which requires the BPU
production projects on an unregulated basis.

to u onze auhs of au pnntely owned ekctnc
CEA's headquarters is in Ridgewood, in Bergen

and gas utihties in the state.
County, and Arthur S. Nislick took office as its first
president and chief executive officer on October 1.

Since its formation, CEA has been exploring g,sicx isy:
opportunities to participate in economically sound, t of U
technically efficient projects designed to help supply ,, first P' y

unitythe energy needs of industries, commercial establish- ,,m g '

ments and large residential complexes. CEA intends A,,,,netivd' # ,,
to consider proposals to join with developers and fi- t***" ,,,r e t ica'dia'nancial institutions in launching qualifying projects.

1985*s ,,,pi
''' # c ,m p* *investment subsidiary formed

In 1985, the Company formed Public Service
Resources Corporation (PSRC) as an investment

7



The Financial Picture

i bespite adverse pressures from various fronts Forthe 1985-87 period, clectric sales were
during the year, the financial tesults in 1985 placed forecast to increasc. nn an average basis,13% w hile

- the Company on firm ground. Throughout the gas sales were anticipa:ed to grow, on average,2.1%
-year, the Company sought to provide a solid capital Thereafter,through the nrst decade of the 21st
structure and strong credit rating, century, growth is expected to remain modest-

_

generally in the 1%to 2% range-for both electric
#" '# #5'Eamings available for Common Stock rose to S484.6

^ * * ' ' * " * * ""#""#5 * I985'
.

milhon in 1985, up from $429.8 million in 1984.
Eamings per share of Common Stock were S3.96 in New Jersey gross receipts and franchise taxes rose to

1985, compared with S3.95 in 1984, when there were 5557 million from 5530 million, an mcrease of 5.2%.

13.4 million fewer average shares outstanding. olvidendincreased
. The increase of 0.3% in eamings per share, or The Board of Directors in May increased the quar-

12.7% in overall camings, was attnbutable to the terly dividend on Common Stock to 71 cents per
base rate increase, effective March 23,1984. higher share, up from 68 cents. It marked the 10th consec.
electric sales, and greater Allowance for Funds Used utive year the dividend has been raised. The annual
During Construction (AFDCl. Operating expenses rate is now $2.84 per share, up from S2.72.
rose at about the same rate as the previous year, The increase in the dividend, effective with i

to $3.8 billion from S3.6 billion, or 5.1% payments in June,1985, was in ime with the Com- .

. Reported eamings for the year were reduced by pany's policy of raising dividends on a regular basis
a wnte-eff, after taxes, equal to 10 cents a share, of a and paying a dividend that is sustainable.

. portion of replacement energy costs which stemmed
e,,,,,,,,,,,,,,,,,,,,

from outages at the Peach Bottom and Salem gen-
Construction expenditures, including AFDC, pay- 4

- erating stations and for which recovery was disal'
ments for nuclear fuel and advances to subsidianeslowed by the New Jersey Board of public Utilities
increased to $1.22 billion in 1985 from $964 million !- (BPU). The results also include a write-off, equal t
n 1984.

about 3 cents a share, from losses associated with

the abandonment of three uranium supply agree- Expenditures in 1986 are expected to drop to
'

5739 million, as the Company bnngs to an end a
ments, which were no longer economical.

period of heavy construction spending. !Total revenues increased 5.1%, to S4.4 billion
In the five years through 1990, total construc- '

from S4.2 billion. Electric revenues accounted for
tion costs are estimated at $3.0 billion, including68% of the total, rising to S3.0 billion from $2.8
approximately 5240 million of AFDC.Much of the '

billion, or 6.5% Cas revenues made up the other
amount will be used to upgrade existing facilities. I; 32% of the total, rising to St.41 billion from $1.38

Hope Creek has had a targeted cost of $3.795
billion, or 2.1%.

billion stemming from a cost containment incen-
The higher revenues were buoyed in large

tive agreement approved in 1983 by the BPU. The
measure by an upswing in electric sales to the ex-

agreement had been reached in 1982 with the New
_ panding commercial sector and to servicemriented

Jersey Departments of Energy and the public Ad- i
and high-technology facilities. Overall electric sales

vocate and also designated December,1986 as the '

rose 2.3% in 1985 over sales recorded a year earlier.
target date for Hope Creck's operation.

Total gas sales, however, declined 1%, an outcome
There will be an camings penalty if Hope

of the switching from gas to oil by some customers
Creek is completed in excess of the cost cap. Under '

with dual-fuel capability and a slowdown in manu-
the agreement, the Company's revenue requirement- facturing activities.
related to rate base, as determined by the BPU,

According to the Company's latest financial fore-
would be based on the exclusion from rate base ofcast, electric and gas sales will show modest gains
20% of costs incurred in excess of the cost cap. If the

through 1987. The brightest spot will remain the1

overrun exceeds 10% of the cost cap, the approved
ccmmercial sector, as development unfolds in cer-

rate base would be based on the exclusion of 30%tain regions of the state, such as the Hudson River
of those expenditures in excess of the 10% overrun.waterfront and the Route I corridor in princeton. 1

8
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The agreement also provides for the exclusion of market and cancelled a total of more than S70
cocts relating to certain extraordinary costs from million of high coupon debt to help reduce interest
the penalty provision. costs. Additional retirements of high cost debt and

The Company's current estimate of the cost of preferred stock are anticipated m 1986 through
the plant is between S4.15 and S43 billion. Based on open-market purchases and early redemptmns.
that estimate, the cost in excess of the cap could During the year, PSERG ventured for the first
result in a reduction of camings in 1987 of between time into the European debt market to take advan-
5 cents and 8 cents per share of Common Stock tage of lower interest rates. On December 10, the
under a formula in the agreement.The reduction Company negotiated the sale of 575 million of 9%%,
would decline in subsequent years over the depreci- 10-year First and Refunding Mortgage Ikmds, w hich
able life of the plant. were sold in Europe. Entry into the Eurob(md market

It is difficult to predict the final cost of the will save the Company an estimated $1.5 milhon
'

project as it nears completion because of numerous in interest costs over the hfe of the bonds, when
pre-operational items and imprecision in the timmg compared with the domestic market.
of tests and power ascension programs which must In July, the Company issued $125 mdlion
be adjusted to meet proolems as they arise. principal amouut of 30-year First and Refunding

Costs at the completion of the project, after Mongage Bonds. Interest will be 9h% in each of the
fuel is loaded, wil! include the accrual of AFDC at first three years, and then the rate will be reset or
about $18 million per month and direct costs of the bonds will be redeemed at par.
about $5 million per month, untd the plant is de- The Company raised S177.8 million thmugh
clared in commercial operation. the public offenng of 7 million shares of Common

The Company's first priority is to get the plant Stock in January. Dunng the year,it raised $1653
completed and operating as quickly as possible million from the sale of 5.9 million shares of Com-
without sacrificing quality. Delays would further mon Stock through its Dividend Reinvestment and
increase costs. Stock Purchase plan and employee benehts plans.

A goal of the Company has been to raise in. The Company also generated $159.9 milhon
temally at least half of its total capital requirements. by selling 6.2 million shares of Common stock in a
That aim has been met generally in the 1980s. rights offering. More than 88% of the shares were

Now that Hope Creek will be coming on line purchased through subscription. Holders of Com-
and construction costs will drop signifi nntly for mon Stock were issued rights to subscnbe to one new
the remainder of the decade, the Como.ny's goal is share for every 20 shares they owned as of October
to generate all funds intemally. This will reduce 16. The subscription pnce was $25.75, and the offer
pressure on the ratio of earnings to fixed charges ended on November 6.
asscciated with debt and preferred stock financings, proceeds from the sale of the stock and bonds

and willlimit the need to issue additional shares of were used pnncipally to pay short-term debt incurred
Common Stock. as a result of the Company's construction program.

Capitalstructure shows balance Changes allect reinvested dividends

The principal financial objective of the Company Major modifications of the Dividend Reinvestment
continues to be a conservative capital structure that and Stock Purchase plan became effective with the

reflects the increased risk in the utility business. start of 1986. About 92,000 or one-third of the Com-

Maintaining this posture will enable the Company pany's stockholders participated in the plan in 1985.
to pmtect its high credit rating and take advantage First, taxes on dividends reinvested in quahfied
of financial flexibility. utility reinvestment plans can no longer be deferred.

The Company hopes to achieve interest cov- Congress did not extend the deferment granted
. erages, before taxes, of at least 4 times. Another through 1983 by the Economic Recovery Tax Act.
objective is to continue reducing its long-term debt The change should be considered in tax planning for
ratio, which dropped from 45.8% at the end of the year. The Company urges each participant to
1984 to 42.4% in 1985. consult the intemal Revenue Service or a pnvate

111985, the Company purchased on the open advisor to detennine individual tax consequences.

9
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Second, the Company has eliminated the 5% The reduction is based on estimated decreases
discount on shares purchased with reinvested divi- in the projected cost of gas, increased purchases of
dends. The change, made only after considerable lower-priced gas on the spot market, anticipated
deliberation because of the discount's popularity,is refunds from pipeline suppliers, and general changes
in line with steps taken by other utilities. Since the in a business that is becoming increasingly deregu-
Company's construction program is winding down, lated. These conditions have meant good news for
the need for new equity capital has diminished. customers, esp-cially homeowners, whose bills are

The Company is contimiing the plan, however, now about 4% less :han they were in late 1982.
so that stockhelders can conveniently purchase . Electric custemers'bilit rose 5137.4 million on
shares without paving brokerage commissions. The an annual basis, commencing in July, under a
Company is atssa now accepting Common Stock revision of the levelized energy adjustment clause
certificates, held by stockholders, for deposit and approved by the BPU. It was the first increase in
safekeeping in their reinvestment accounts; future more than three years. As af the end of 1985, the
dividends on those shares will be reinvested under underrecovered electnc energy costs under the
the plan. clause were 5283 million.

when it app oved the 1985 change in the, , , ,, ,,
energy adjustment clause, the BPU deferred-until

The Company filed a petition in December with the
the Company's next application for a revision-

. Board of Public Utilities (BPU) for an increase of c nsiderati: n of $70 million of replacement energy' 5633.6 nillion, or 14.2%, in annual revenues. The
c sts ass c ated with certain outages at the Salem

request includes an increase of 5569.2 million, or
Generating Station. The outages involve failures of

18.8%, in electric rates, and S64.4 million, or 4.5%,
the electric generators at Salem I and 2.One of the

. in gas rates.
utages is n w the basis of pending lawsuits against

The filing is sizable because it asks that 100%
Westingkuse Electnc Corporation, the supplier of

of allowable costs usociated with the construction
the station s turbine-generators.

of the Hope Creek Generating Station be included
In addition, tne BPU disallowed $19.6 million ;

in the rate base.
m replacement c sts relatcd to certain outages at
.

The Company believes that the amount of the
Peach Bottom and $2.9 million at Salem. These dis- .

filing attributable to Hope Creek will not be un-
all wances reduced net income, after taxes, by $12.2 t

reasonably burdensome on customers because im-
milli n; the subsequent effect on camings of the -

mediate benefits are derived from the savings in the
wnte-off was 10 cents per share of Common Stock.

cost of fuel once the unit begins operation. Nuclear
fuel is less expensive than fossil fuels, such as oil,
and the petition reflects those savings.

The filing was timed so that a decision by the '

BPU would coincide with the start of Hope Creek's
commercial operation. Generally, the BPU takes
about nine months to decide a rate case.

About $81 million of the requested amount
would be used to pay additional New Jersey gross
receipts and franchise taxes.

Adjustneont cieueen are revloed
Gas customers' bills were reduced, starting in

-. October, after the BPU approved a $35 million
,

decrease under the raw materials adjustment clause.t

The Company had originally sought a S16 million
reduction, but entered into an agreement with the
BPU staff and the New Jersey Public Advocate for a
larger decrease as the cost of natural gas continued
to decline.

r

10t

_ _ _ _ _ _ _ _ _ _ _ _ ___________ _ __ _ _ _ _._ _ _ _--



_. .__ _ __ ._ _

Review of Operations

ciectric operations Dunng 1985,2.3 million tons of coal, and 3.4
million barrels of ml were purchased and 394 milhon

A 2% increase in electric output was recordea in therms of naturai gas ,ere usca ror pStaG s new
1985,largely as the result of a growing demand Jersey electnc production facilities. The natural gas
in the commercial sector. Total megawatthours pro- displaced the equivalent of 65 mdhon turrels of oil,
duced, purchased and interchanged amounted to representing a $19.9 milhc,n savings. Additional
34.9 million, up from 34.2 million a year earlier. savings of about S3.4 milhon were realized through

spot market purchases of coal and oil.Records sie eer
Steamy weather in mid-August resulted in shattered The average delivered cost of coal purchased

peak load records An all-time, one-hour peak of in 1985 to generate electncity was $53.05 per ton,

7,721 megawatts occurred on August 15. Only the 4% lower than in 1984, due to more favorable

day before, Auzust 14, the peak load had reached a market conditions and lower contract prices. The

new high of 7,549 megawatts, breaking the previous average cost of low-sulphur heavy oil to pnxtuce

mark of 7,422 megawatts on June 11,1984. Also electncity was 52850 per barrel 8% lower than in

; on August 15, the maximum day's output reached 1984, because of soft market conditiocs which

la9.457 megawatthours, up more than 4% from the rcsulted m lower contract and spct prices.'

previous record of 143,558 megawatthours on June The diversity of the Company's energy output

11,1984. by fuel sources in 1985 is illustrated as follows:'

When the new peak kiad record was estab. nuclear-24%, coal-32%, natt.ral gas-9%, ml-5%,

lished, the Corrpany had an installed generating and purchased and interchanged-30h

capacity of 8,999 megawatts, providmg a reserve uranium suppfles are adequate

margm of 16.6% The Company has sufficient uranium supplies
The table below shows the Company's forecast under contract with pnxlucers in the Umted Statesi

for generating capacity, in megawatts, over the next and Canada to meet the fuel needs of both the Salem
decade, based, in part, on normal weather conditions- and Hope Creek Generating Stations through 20W.
The installed capacity, in megawatts, reflects the Dunng 1985, uranium prices stab:lized at
Hope Creek Generating Station starting in 1987 around $16 a pound, after declining from a high of

524 a pound in mid 1983. Uranium pnxluction m~ . , , - - - - - ,w -

$ the U.S. dropped off as the availabihty of lower <ost,I

g higher-grade Canadian supplies increased.
in September, the Company terminated a con-

.. ,
- tract with Sequoyah fuels Corporation, a subsidiaryg

of Kerr-McGee Corporation. The project had been- -~ -

j
j m a standby status since 1980 because open-market

-. a prices of uranium had been substantially lower than
_

the contract price. Sequoyah was to have dehvered.E
2 four milhon pounds of uranium.,.

. .
.E in December, the Company terminated its m--

- G terest in two other uranium ventures, one of which
! .

' ' - was a pmject of philadelphia Electric Company for
-

!
'

Eccnomical fuelmix is sought the peach Bottom umts.

The Company continued to reduce its dependence As a result of these three abandonments and

on high-cost oil to produce electricity, reaching in pr or to regulatory approval, the Company's aggre-

1985 the lowest amount used since 1948. It rehed gate net losses of S21.7 million after related tax

instead on more economical fuels-nuclear, coal and savings were deferred and are being amortized over

natural gas. a seven-year penod commencing in 1985.This

Comparative fuel costs in 1985 per million Bnt. amortization reduced net income by approximately

l ish thermal units were: nuclear-50.82, coal-S t.99, $3.1 million in 1985.The reduction in camings

| natural gas-54.05, and oil-$4.73. per share of Common Stock for 1985 amounted to

1
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3 cents after taxes. The Company is seeking regula- sesan f highlightsnacieergeneration

tory approval to recover these losses in its current With Salem Generating Station's Unit I leading the

base rate case. nation in electric generation, the Company's nuclear

Future regulatory action may require a change performance showed significant improvement in
in the level of annual amortization, or could require 1985. The results manifested the Company's basic

the immediate writeeff of any remaining unamor- goals of maintaining safety, demonstrating reliability

ti:ed balance existing at that time. Any amount not and upgrading the economic competitiveness of

recovered, in the opinion of management, would not nuclear energy.

have a material effect on the Company's position or Nuclear generation came from four eperating

results of operations. units, the ownership of which the Company shares.

At year's end, there were reports that the Two units are at the Salem station, which the

United States may consider imposing in port quotas Company operates, and two are at the Peach Ibtrom -

on uraniu'm, which could lead to higher prices in station in Pennsylvania. which Philadelphia Electnc

the futurec Company operates. PSE&C has a 42.%% interest in

The Company continued, however, to focus on Salem, and a 42.49% interest in Peach IWttom. Its

cost-saving' measures. An incentive price provision share of tota! output was 8,352,592 megawatthours.

. in a new t;ranium enrichment service contract will II cil had been used to generate this electricity, there

lower enrichment costs by an estimated $50 million weald have 1 cen an additional cost to customers of

through 1990.The amount is on top of an estimated about S3o0 milhon.
: S65 million savings stemming from con:olidation of Dunng one period of the year, Salem I was on

a number of previous agreements under the contract, line for 277 consecutive days, breaking its previously

which the Company signed last year with the U.S. longest run of 88 days and establishing a new mark

Depr.rtment of Energy. In September, a federal judge for all PSE&G generating units, regardless of fuel.

in a case to which the Company was not a party On December 16, Salem I became the record

ruled that these new contract forms of DOE for the holder for a year's gross electric power produced in -

enrichment of uranium are null and void.The par- the United States when it reached 8,969,747 mega-

- ties involved in those proceedings have appealed, watthours.The 1079 megawatt unit won the distine-

and the Company has joined a group of other utili- tion by surpassing a record held by a 1300-megawatt,

ties in seeking to have the decision overtumed. coal-fired plant, Mountaineer Unit 1 in West

By the end of 1985, the Company had paid the Virginia. By year's end, salem I had prtxluced

Federal govemment $79.7 million in fees to fund the 9,379,960 megawatthours.

eventual transportation and permanent disposal of The new record for power pnx!uced by any type

, spent nuclear fuel. The fees were paid in accordance of generating station-nuclear, coal, oil or natural

with the Nuclear Waste Policy Act of PS2, which gas-came three days after Salem I had established

. requires utilities to fund the program at a rate of a new record for generation by a nuclear unit. In

one mill per kilowatthour of nuclear energy pro- reaching 8,892,300 megawatthours, it bested a record

' duced.The cost to the Company is for its share of set by Peach Ibttom 2 in 1979.

energy produced by the Salem and Peach Bottom Salem 2 was returned to service in April after

generating stations. its failed generator was replaced with one that had
been purchased for Hope Creek Generating Station's
Unit 2, the construction of which had been can-

During 1985,30% of the Company,s energy output celled in 1981.
came from the purchase of relatively low-cost power Peach Bottom 2 was returned to service in July

.

from neighboring electric utilities, mostly through * " ' ' " " " * " " ' " ' ' ' ' " " E'"# "E I
the Pennsylvania-New Jersey-Maryland (PJM} Inter-

'

lems Peach Ibtrom 3, the other unit at the station,
- connection and the Allegheny Power System. The operated well before it was removed from service in
purchased energy was generated primarily by coal bde ing work. It was scheduled
and thus replaced more costly od, - and gas-fueled to retum in the first quarter of 1986.
generation.

t-
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The results of :he audits were favorable and, d*#',''vdi' peak may be helpful in the Cor,ipany's effons to obtain*
'

ned./ an operating license for Hope Creek.

p;- ~ - In the Sargent & Lundy audit, Hope Creek'sp-
design was considered techmcally adequate and m;

p 39 hne with licensmg requirements and standards
; In the Rirry report, the proicct was descnbed
j as well-managed, companng very favorably with
;

'

.I
-

other projects m the nuclear mdustry.

Nuclear operation s are improved
Hope Creek approaches completion Dunng the year, the Company's Nuclear Depan-

! By year's end, constmction work on the Hope ment, which oversees t'ie Salem and Hope Creek
I Creek Gencrating Station was essentially completed. Generatmg Stations, inst tuted a series of measures

~

! while startup, testing and tumever of the pl mt to improve controls and reJuce costs.
| systems were about 93% completed. The loading The steps included a reAgnment of the organ-
| of fuel was planned fe- A first quarter of 1986 iration for increased accountability, a reduction m

and the commercial or aion scheduled for the budgets and projected staffmg levels, a decrease m
second half of the year. the use of outside services. and the implementation

The present schedule for commercial operation of a fixed-bid approach to betterment projects to
in the second half of 1986 should precede the tar- diminish cost increases associated with plant mod-
geted operation date of December,1986 which was tfication activities.

~

established in the cost containment agreement. The Department also mitiated measures to
Achievement of the current schedule will enhance long-temi planning The measures are aimed

require a continuing dedication to quality and cost at improving performance of the Company's nuclear
control, as well as aggressive licensing, constmction units through the reduced length of outages and
and testing schedules. The Company recognizes that the elimination of delays in the return to service.
there are uncertainties, such as completion costs,

Nuclear training accreditedwith any large construction project, particularly in
the nucIcar field. The license for a nuclear plant is Major traming programs for the Salem Generatmg

Station received accreditation from the Institute ofsolely within the discretion of the Nuclear Reg-
ulatory Commission (NRC), and hinges on scisfying Nuclear power Operatmns in 1985. Salem is only

the second nuclear statmn m the natmn to wm fullNRC requirements.
accreditation.

In February 1985, the Company reached accord
with the New Jersey Public Advocate to withdraw INpO's accreditation is based on ngorous

intervention in proceedings before the NRC,s scrutiny of a nuclear plant's traming program. All 55

Atomic Safety Licensing Board for the issuance of nuclear utihties in the nation are committed to gam-

an operating license for Hope Creek. ing full accreditation for training operations, wluch

In 1985, the first group of Hope Creek's nuclear is in line with INpO's mandate to develop and mon-

operators underwent training and received operator tor high-level standards to make sure the industry

licenses from the NRC. A total of 14 reactor operator operates its plants safely.

and 21 senior reactor operator licenses was issued. .The Company.s trammg of nuclear personnel
s based at the Nuclear Training Center in the

The Company agreed to two maior mdepen-
dent audits of the Hope Creek prucct. One was an do of sak h @ & b & h ad
independent design venfication program conducted Hope Creek stations. Operators are trained on full-.

by Sargent & Lundy, and the other covered gen- scope simulators that duphcate the control noms at

eral management practices and was performed by
Salem and Hope Creek.
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interstate pipeline transportaton. As a' result, there sewer construction project in Camden.The Company
may eventually be substantial changes in the negotiated an agreement with the Camden County
way natural gas is marketed, which would lead to Municipal Utilities Authority to be reimbursed a
incres. sed competition. - total of $1,12 million, essemially the overall cost of

The Company introduced,in August, a new the Company's work.
rate that it will charge for the transportation of gas

~

3 ,,,,,
which large volume customers purchase directli

The Company announced that all employees in-
from third parties. A number of customers have

volved in gas appliance servi <.e will under7,o specially
made such purchases, arranged for interstate pipe' dMMbhwemmhblires to transport the gas to pSE&C, and used the

work on advanced gas-fired cquipment that is now
Company's transportation sewice to deliver the gas

on the market. The program was launched after a -
to tneir facilities.These airect purchases may result

pilot study completed in May showed a considerable
m substantial savings to the customers, largely

improvement in service capability among employees.
through the partial avoidance of gross receipts and
franchise taxes which represent nearly 14% of the
cost of regular gas service.

Coc's sevels remain high n 1985, the Company demonstrated repeatedly its

Energy Development Corporation (EDC), the deep concern for the New Jerseyans it serves, as

Company's exploration and production subsidiary, the number of customers reached 2 million for the
,

supplied 8% of the total gas purchased by the first time.

Company in 1985. During the previous year, EDC Employees meet the test
accounted for 6% of the Company's supplies. Electric service to more than 239,000 PSE&G cus.

Revenues from the sale of natural gas and oil tomers was interrupted by Hurricane Gloria dunng
were S94.3 million, up 19.6% from the 1984 figure. its rampage through the state on September 27.
Net income fell 8.1% to 59.5 million, due to in- Crews worked around the ck)ck and restored all
creased amortization charges. power within 48 hours.

In 1985, EDC drilled 45 wells,13% less than The Company then responded to appeals for
last year. Twenty-eight were onshore and 17 were assistance by dispatching 68 crews to areas of 12mg
offshore. At year's end,13 were still being drilled. Island, Connecticut and Massachusetts to help

! Onshore operations took place in the Gulf utilities there restore service to their customers.
Coast regions of Texas, louisiana, Mississippi, On Labor Day, electnc and gas crews cooperat-;

| Alabama and Florida. Fourteen wells were success- ed with firefighters battling a bla:e that destroyed
| ful, and 14 were abandoned Offshore activities in- 40 acres in the heart of Passaic's industrial section.
| cluded exploratory drilling on 14 lease blocks and One volunteer, William Koenemund, who worked in
! development drilling to delineate pnor discoveries. the Company's electric transmission and distribu-
| Six wells were successful, and 11 were not. tion headquarters in Secaucus, died of a heart attack
i About 48% of EDC's 1985 gas sales was dehv- while fighting the fire as a member of the Secaucus

cred through Casdel Pipeline System Incorporated, Fire Department. Later, the Company offered bill-
an EDC subsidiary. paying assistance to customers who were left home-

CI:tribution expends less and jobless by the blaze.

The Company continued in 1985 to install new gas In midOctober, eight gas distribution crews

mains and services at record levels. Nearly 300 miles and 20 service personnel answered an appeal from

. of mains and nearly 275 miles of services were the Bmoklyn Union Cas Company. Water from a

placed throughout the Company's service territory. broken main had entered the gas distribution system,

In addition, some 30,000 new gas meters were in. causing widespread outages over a 100-block area'

stalled, the most since the 1950s. and forcing Brooklyn Union to seek restoration

A maior project involved the relocation of assistance fmm other utilities.

18,000 feet of mains and 500 services as part of a ouefity and efficiency emphasind

The Company maintained its aggressive approach

1

<
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in instituting programs and projects to improve the ation for its oil-to-gas conversion campaign. The
quality and efficiency of service to all customers. Company was honored for its direct selling, adver-
The hallmark of the effort remaine( its " Challenge of tisirm, and personnel training actisities and for its
Caring" program that was begun in 1983 to emphasize cooperation with plumbing and heating contractors.
to employees the importance of good customer re- Electric heating was promoted, in large measure,
lations. And pSE&G continued to stay tuned to the for new construction. Heac pumps were installed
thoughts and ideas of customers by supy>rting, for a in 2,884 new dwellings. Electric heating installed in
thini year, three consumer advisory panels. industrial and commercial buildmgs resulted in

In 1985, the Company started sending bills in additional h> ads of 70,236 kilowatts, compared wnh
Braille to blind customers. It made arrangements 52.427 kilowatts in 1984.
with a number of additional financial institetions to Sales of efficient high-pressure sodium and

accept bill payments from customers. And it ex- other vapc,r lights set a new all-time reconi, as a

pedited receipt of payments through the mail by result of the Company's dusk-to-dawn lighting pnv
adding bar-coding to reply envelopes. motional activities.There were 10,937 units rcrorted

The Company's ongoing effort to assist low- sold, compared with 7,373 m 1934.

income customers took a creative turn when the _ , _
Company purchased discounted natural gas from New Jersey's residents continued to exhibit their
Citizens Energy Corporation (CEC), a Boston-based enthusiasm for conservation as a means of saving
energy cooperative headed by Joseph P. Kennedy II. energy and money.
CEC's profits were then donated to the Salvation . Seal-Up and Save" served again as the central
Army, which administers Project Volunteer For thema as the Company carned its message to cus-
Energy, the Company's matching fund program t tomers in a variety of ways. For example, some 10,000
help qualified needy families pay their utility bills. Iow- neome electric and gas customers attended

Intense collection activities during the year
special workshops at 80 h> cations.The workshops

resulted in a sharp reduction in late and unpaid were held in cooperation with h> cal community
bills. The net write-off of uncollectible accounts in

.

acion agencies to outline the benefits of conserva-
1985 was $27.6 million, down 31% from the 1984 tion and demonstrate energy-saving measures such
amount of $40.2 million. as home weathenzation.

The Company expanded its efforts to prevent Under the low-income pmgram,9,500 weather-
energy theft by increasing its investigative staff ization kits were distnbuted, while the homes of
throughout its service territory. in 1985,4,20* cases 17'000 customers were weathen:ed free. In addition,
were completed, producing billings of $2.1 million, $250000 was given-for the third consecutive year-
compared with 3,793 cases completed in 1984, to community action agencies for low-income con-
yielding billings of $1.5 million. servation efforts.

During 1985, marketing activities concentrated Home energy audits increased to 39,850 in 1985
on sales mvolving minimal capital investment by from 27,250 in 1984, while commercial energy audits
the Company and emphasized the benefits of electric totaled 1,300, compared with 100 a year earlier.
and gas to meet energy needs. Overall, the efforts The Company's energy conservation center in
will mean $42 million in additional revenues annu- Newark handled more than 180,000 telephone
ally for the Company. inquiries and 380,000 letters as interest in the sub-

An aggressive advertising campaign encouraged ject boomed. Dunng a stretch in August, the center
homeowners to switch from oil to natural gas for received about 1,100 customer calls daily conceming
heating purposes. There were 12,306 residential the Company's offer of free home energy surveys.
conversions reported during the year, compared with . Conservation on Wheels," the Company's
11,160 in 1984. Residential gas heating installations mobile energy van, visited vanous locations during
in new homes totaled 17,238, compared with 12,190 the year, rangmg from shopping centers to large
in the previous year. in addition,2,154 industrial and companies that gave their employees the time to
commercial customers changed to gas' tour the vehicle. The van attracted 62,000 visitors

in April, the Company received a marketing in 1985, traveling some 6,000 miles.
achievement award from the American Gas Associ-
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- New activities in 1985 enabled customers + The Great Falls hydroelectnc project, on the
having difficulty paying their bills ar.d customers passaic River in paterson It will produce 11 megawatts
eligible for lifehne credits to take advantage of con- and has a startup schedule planned for late 1986.
servation installations, valued at up to $200, in their A turbo-expander power generating system,
homes. About 4,500 have participated. located at a gas metering and regulating station in

The Company also effered for the first time,in Hamilton Township. The installation, set for op-
.1985, S15 Jiscounts on clockthennostats, and, by eration in 1986, will produce 2.9 megawatts by har.
year's end 78/X10 citstomers had requested coupons. nessing the energy that results from a process to
The discount program complemented the Company's reduce the pressere of pipeline natural gas to the
continuirg offer of rebates on the purchase of high desired pressure of the gas for utihty distnbution.
efficiency heat pumps and air conditioners. More On June 18, the Company began receiving
than 26,000 rebates totaling $2.9 milhon were made power generated by a 2.6-megawatt methane gas

to customers in 1985. recovery project at Kinsley's Landfdl in Deptford.
In addition to its own conservation programs, The landfdl gas, composed pnmarily of methane and

the Company budgeted $140,000 to help underwrite carbon dioxide,is produced by the decomposition of
a state-sponsored, cost-benefit study of conservation solid waste. The recovered gas fuels four diesel

efforts, and supported, through a S360,000 grant, engines from which the electricity is obtained.
the newly established New Jersey Energy Conserva- By the year 2000, the Company anticipates that |

'

-. tion Laboratory at Pnnceton University. about 500 megawatts of non-utility generation will
~ The quality of the Company's conservation be mstalled throughout its service terntory. This

activities and efforts was widely recognized in 1985. will help offset the need to build a new generating
Both the United States and New Jersey Departments unit by then.
of Energy honored pSE&G with awards for energy

i be n d m e h is s w :
conservation innovation. On the local level, the

The Company continued its investigation of new and
Union County Urban Ixague cited the Company for

developing coal-based generation technologies for
its low-mcome conservation programs. poss ble use in its electric power system beyond the

year 2000. Studies indicate that coal gasification and :

" '"* C'N N fluidized-bed combustion technologies, currently

In 1985, pSE&C engaged in a number of activities being developed for large scale electric power produc-
tion, can offer pSE&G future energy alternatives.

to keep pace with rapidly developing and chang.
ing technologies that will very likely figure in the Fossit units to be upgraded
Company's future responsibilities as one of the Extending the life of fossil-fired generating units is '

nation's largest electric and gas utilities. the subject of an ongoing study that was given in-
creased attention by the Company in 1985. plans are

Non utility generation planned
in the making to maintain the reliabihty of the fossil

During the year, the Company signed four agree-
steam umts m the Company's system and to extendments to purchase electricity from non-utility

generation developers. The contracts will bring to their operating life.
The hfe extension program is essential since109.6 megawatts the Company's total supply of non.

no new generating capacity is planned for theutility generation.The new projects are:
.The Essex County resource recovery facility, balance of the century. The program will involve the i

development of turbine / generator ultrasonic mspec.located adjacent to the Essex Generating Station in
'tion nd analysis techniques to help determineNewark. It will have a maximum pnxiuction capacity

of 79 megawatts and be fueled by municipal solid the remaining operating life expectations of costly

. waste.The Company expects to begin receiving cmnponenn m a generaung una

electricity in 1988. Work begins at MerrIII creek
The Dundee Dam hydroelectric project, on the Construction of the Merrill Creek Reservoir was

passaic River in Clifton. It will produce 2.1 mega- started in September after the acquisition of a
watts, with the first delivery of energy to the Com- number of permits. When completed, the reservoir
pany set for 198i
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reliable communicatmns service between the fumace until needed during the day by the home-
Company's headquarters in Newark and the Salem owner. Widespread use of the process could help
and Hope Creek Generating Stations. It is also plan. utihties reduce the need for daytime generatmg
ning to integrate communications systems into a capacity. Two 15E&G employees volunteered their
single digital network incorporating voice, data, homes for the test, which covers the 198486
image, text, and graphic services. The eventual use heatmg season. &

of pnvate facihties will enable the Company m In resmnse to several transformcr fadures m
reduce overall communications costs. the mdustry, a two-year research effort was imt ated

at Rensselaer rol'ytechmc Institute to study the
.aere-~ Metes to fues ceits

dielectric behavior of circulatmg transionuer od.
Through its subsidiarv, the pSE&G Research Cor-

The tcsearch is being underwntten by p5E AG and
poration, the Company examined the prospects of a

EPRI and will focus on the build up of harmful
variets or technologies that may help enhance its

,

electnc charge potential in msulatmg matenal in
operations in years to come.

. the transformers.
Total research and development costs for 1983

The Company began testmg two 40 kdowatt
were S18.9 million, which were parually offset by -

fuel cell pcwer plants in 1985. One unit was in-
$2.8 million in sales and reimbursements. Of the

. stalled at Alcan lludding Pnxlucts in Woodhndge
balance, $3.2 mdlion were spent for internal studies

and began operatmg m lanuarv. Prehminary results
and S119 milh.on tor research by utdity-sponsored

,
'

. . showed that it has operated well, with 75% avad-
Organizations.

. abihty and a conibmed thennal and electncal
Commercially avadable robotic devices were

efficiency of 76%, about twice the rate of the best
tested at the Salem and Hope Creek Generatmg

fossil fueled generatmg stanon. It pnkluced anStations to gauge their usefulness in carrying out
average electncal output of 37 kilowatts.

routme inspection, surveillance and maintenance
The other unit was installed at Pnnecten

tasks. The aim of the research is to have robots do
Univtruty and placed m service m Octoicr. Ik>th

work in controlled radiation areas of the nuclear
. . wdl be tested for MXX) operatmg hours. '1 he foci

plants to minimize personnel radiation exposure. -

cells use natural gas as a fuel and tnrough m etee-
,

To expand its knowledge, the Company has iomed
tmchemical process, produce elettncity and thermalwith other organizations to form a national utihtv
ene rgy in the form of hot water. Ihe study is part

.

robotics users group that wdl mvestigate more
. of a nationwide program spor sored by the L.as Re-

extensively the applications of the devices.
search Institute and the U.S. Department of Energv.

The Company also loined other utihnes and
the Electnc Power Research Institute (EPRI) to study

in the Public Eye
the benefits of heating homes by using thennat
storage equipment. Under the program, less costly New iersey remainca a simng economic magnet
off-peak electricity is used to pnxiuce heat at night. for business in 1985, and PSE&G contmued to
The heat is then stored in a specially designed play a key role m attractmg new companies to the

state and encouragmg existing ones to expand.

Development is widespread

The Company worked closely with a number of
acncies on all levels of gowrument, r aiticulady the
New lersey Department of Comm crce and t conomic

'

Developmtut, and the resnits were agam outstandmg.'

ie tested Numerous foreign bosmesses estabbshed op-
ld.m' ' i state's employable repelation. The state mamtamed

.
erations m New Jersey to a level where they now

-,n empi ,me,c,han iao.,xx>pe,,en,.e,4s ef,he
, in

q*ge sal *'" * - its arreal to high technology firms and now ranks-gsp thira in tne nation m the number of paients issaca
,/' Many promment compames announced m 1985

22
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corporate or administrative office expansions in 'In the educational arena, alxyt 140,000 teach-
- excess of 100,000 square feet. During the year, the ers and students attended workshops and programs

state experienced an overall job gain of 4%, placing and received various energy reference matenals.
~

. Various Company programs, including those. it above the~nationalaverage.
.

conducted by Community Affairs and Speakers'
,

The development boom continued in certain
highly attractive areas, such as the Hudson River Bureau representatives, reachcd nearly 322,000 per

waterfront, the Meadowlands, the Princeton-Route I sons. The Second Sun, the energy information center

corridor and the Burlington County region. at the Salem and Hope Creek Generating Stations,

A clear illustration of the intense development underwent renovation and attracted 18,400 visitors.

under way in the state is in builder projections for About 2,300 persons toured the Company's other
an 18-mile stretch along the Hudson: 24 million generating stations.

square feet of office space,28,000 residential units, j

.1.5 million square feet of retail space,2,500 hotel More than 13,000 persons worked for the Company
rooms and 10 marinas-all resulting in as many as in 1985, and their dedication remained the backbone

~ 80, mew As. of dependable and reliable service to customers.
The trend to rejuvenate the state's inner cities In 1985, a two-day orientation pmgram for new

' cas unabated in 198a as a number of companies employees was introduced to help set a positive,
teak advantage of PSE&G s innovative area devel- motivating tone as they begin their careers. The

J

opment electric rate. Companies which move program focused on performance expectations, sob
into or expand in 10 communities are eligible for a standards, safety considerations, and relationships
discounted rate. The communities are: Newark' with supervisors and colleagues.
Jersey City, Paterson, Elizabeth, Camden, Trenton,
East Orange, Hoboken, Union City, and Plainfield. Cheapes in orpenfestion

L The area development rate augments the Frank P. bbrizzi ruired as Wce President-

state's enterprise :one program, which permits Production on March 2,1985 after more than 38

municipalities to offer tax incentives, grants and years of semce.

Iow-income business loans to retain or attract com. The Board of Directors elected Corbin A.

panies. In 1985, the progran 's first full year, five- McNeill, Jr. as %ce President-Nuclear and redesig-

:ones-Newark, Camden, Trenton, Plainfield and nated Richard A. Uderit:, formerly Vice President -

Bridgeton-attracted S125 million in private invest. Nuclear, as Vice-President-Productwn, twth

ments and the creation of 8,300 permanent jobs. By effective March 18,1985.

year's end, five more had been designated: Jersey William L Scott, Senior Executive Vice Presi-

City, Kearny, Elizabeth, Orange and a joirit zone of dent, retired on May 1,1985, af ter 13 years of service.

Vineland and Millville. Upon the retirement of Robert 1.Selbach as

To assist developers in finding business Vice President-Transmission and Distnbution,

locations, the Company and the state produced a after more than 38 years of service, the Board of

' New Jersey Map.* The map delineates economic Directors redesignated Rudolph D. Stys as Wee'

development factors such as major railway lines, Piesident-Transmission and Distnbution, efice-,

highways and exchanges, and other important site tive June 1,1981

location features. On June 29.1985, Rolxrt M.Crockett retired
as Vice preudent-fuel Supply after more than

cenenwnw sonice conunues 37 years of service.The lloard of Dire tors c!ccted
A proud tradition of community involvement by Robert F. Steinke, Vice President-Fuel Suppli,
the Company and its employees was continued in effectir.e lune 29,1985.
1985. Representatives of the Company participated James B. Randel, fr., a Semor vice President of

' - in a wide range of civic and cultural activities. the Company since July 1,1974 died suddenly on
Through an internal program, all employees were lune 15,19E The Board of Directors and the
encouraged to serve as volunteers in organizations - management of the Company deeply regret the loss

- in their home communities and m the municipah- of this distinguished and ab!c executive ofhccr.

|. ties in which they work.

i

2b
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Financial Statement Responsibility

Ihe management of Pubhe Seruce Eleetnc and Gas Company is emplovces. In addition, managernent has commumcateJ to all
resptmsible for the preparation, mtegnty and checuvity of tla emplowes us Pohoes on liusmess Conduct. Company Awt ts and
enanaal statements of the Company. The f mancial statements Intemal Contrni
are prepared m acce.rdance wnh generath acurted accountmg 1he Internal Auditmg ikpanment of the Comp.my condutts
pnnciples apphed on a consistent basis and reflect estunates audits and appranals of accounung and other opsrations and
based upon the juJgement of management where approvnate. tvaluaws the uicaiventw of cost and other controls.
Management beheses that the fmancul statements prestut faalv The brm of Ibloitte ILskins A selk, mdependent certihed
and consistently the Company's finanaal position and results pubhc actountants. a cngiged to ex amme the Compan6 (man-
of operations. information in other parts ei this Annual Rtport is ual statements and iwue an opunon thereon Their exanunation
consistent wi h these (mancial st ,tements. is condutted m actordance with generally accepted auditmgt

The Company mamtams a sutem of mienal accounting con- standa'i md mclades a rcv:cw of mtemal accounting contnds
troh to provide reasonable awurance that awets are safeguarded and tests ut tran,aatons z

and that transacuons are executed m xcerdan(c with man. The ikurd of Datuors carncs out its re ponsihhty ui fman- I

agement's authon:ation and recorded properk The system is ual meruew throagh the Aud:t Comnnttee, currently consntmg
designed to penmt preparation of (mancial statements in accord of six duettors who are not emplown of the Company the
ance with generally accepted accountmg panarles. The umter. Audit Committee rnect3 pennht' ally with management as well as
of reasonable assurance recogm:es that the eats of a ustem with representativn of the mternal aud: tors and the mdependent
of mternal controls should not exceed the related bentitts. certthed pubhc accountants.The Comm:ttee renew s the werk

Management beheves the effectiverew of this sotem n of eath to ensure that thcu respectne reslunubihnes are bemg
enhanced by a prograniof contmuous and sclettne trammaof canted out. and dncuwes related ma;ters. Ibth auda groups base

full and hce auen to the Audit Comnuttee.

i

|

|
|
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' Statements of Income

._

,

! Thousands (4 Douars: For the Yeah Inded December 31. 1985 ; 198L ___ _ 19N1
*

Operating Revenues {
Electnc i $3,000,564 52p l6,241 52,57(),4;7'

! i .179.x s3 f 1,392,475Gas | 1,408,490_
r ._ _. ._

Total Operating Revenues | 4,409,054 1 4.196.124 | 3.962.932

I f
'

Operating Espenses t

'
I iOperation

Fuel for Electne Generation and interchanged ther - net | 965,966 1

Gas l'urchased and Matenals for Gas Produced | 824,648
'

87230; I x6k,977
m22,;83 ) 8W.0!M

Other | 546,267 !
;27.371 | ;03 ;68

23C(4Mamtenance : 291,417 ; 269,974 ,

Depreciation and Amortizatmn of Utihtv l'lant 222,963 | 211,1 v | 201,787'

Amorti:ation of Property Losses y 4! 55,261 ; V 9 ". j 49D40 -

'

Taxes j |,

Federal income Taxes inete !! | 266,179 i 2 % Et 191 n13

New Jersey Gross Receipts Taxes ! 557,270 M9.6;4 | 513,7(41
,

Other ! 51,075 | 91.132 i 44.033
.

__ r

I 3,781,268 I 3.69 7.9e 3.46x.982I

Total Opciating Expenses

I Operating income ! 627,786 59hl38 | 493.9;0
'

I |
I

| | |Other income
Allowante for Funds Used During Construction - Equity 127,397 | 104701 | 85 ;91

9J r>8 ! 7J61Equity m Lirnmgs <4 Subsidiaries (note 2' 9,627
|' 3 7(>x | ; ;4-+

Miscellaneous-net 587 .

Total Othcr Income 137,611 I i 7.669 98.196

! 715807 | 592.12',| Income Before interest Charges I 765,397

'

interest Charges , note 81 I ; ,

Long-Term Debt | 276,227 I 2 %6*9 228,189
'

Short-Term Dcht i 5,788 : 5,428 A 480

Other -
7,278 ! 17.69) IA699

,
- p

Total Interest Charges ! 289,291 279,74 7 ! 24; 36*
.

Allowance for iunds Used Durmg Constructhin - Dcbt
- . _ _ . !. (68,448) :;A989: I 14300l!

,

Net Interest Charges 220,845 22; 778 102.3(i7''

.

|

Nat income ! 544,552 1 490 029 M9.7 79

Dividends on Cumula ave Prcierred Stod and |
'

$1.40 Dividend Prtfercate Common Stm k 60,002 ! 60.221 ;831
t___.

Errnings AvaHable for Common Stock $ 484,550 | 5 129 MN i 5 Mi ;4;
1

I |
|Chares of Com'non Stock Outstanding

! End of Yur 131,698,517 | 112.% 1068 lO2.ks 7NH9
'

As cracc ior ie.2r 122,344,270 ! 10A911276 97.167.411'

| Eamings per Average Shore of Common Stock $ 1.96 ! 539; | 5310 ;

i | Dividends Paid per Share of Common Stock 52.81 I 52'O | 5262

Su- kmman e4 %gnmant Ama nta P bon af N an ni bnvia ! t ean, mi

l

| 27
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Balance Sheets
|

Aseets

(Thousands of Dollaru December 3 t. 1985 1984

Utility Plant - Oriymal cost
Electnc Plant $ 5,268,113 54.W *717
Cas Plant 1,290,330 1,222.468
Common Plant 264,106 24 3'2
Nuclear Fuel 120,888 105.140

Utihty Plant in Service 6,943,437 6,572,697
Less Accumulated Depreciation and Amortization 2,502,594 2,320,140 l

|

Net Utihty Plant in Sersice 4,440,843 4,252.557 |

; Construction Work in Progress 3,997,772 3.25;,914
| Plant Held for Future Use 36,112 41.818 j
I Nct Utihty Plant 8,474,727 7,550.2M9 I

Other Property and Investments

Nonutthty Prcperty, net of accumulated depreciatmn - 198;.5670, 1984, 5831 13,672 12Mx9
investments m and Advar.ces to subsihanes : note 21 250,598 234,799

Total Other Preperty and Investraent5 261,270 247,688

Current Assets
Cash ; note 3 13,667 4.702 |
Workmx Funds 24,716 27.481 ;

Pollutmn Contro! Escrow Funds 30,466 127,1(B
Accounts Receivable, net of a!!owance for doubtful accounts -

19s;, 520.733; 1984, $ 16,470 M6,518 3M,8;0
Unb.lled Reienues 210,416 165,529
Fuel, at aserage cost 224,069 276,206
Materials and Supphes, at average cost 75,551 57.(311
Prerayments 21,572 11.44;

;

, Tot,d Current Assets
I 986,975 1,(G4.927

Deterred Debits | note d'
Pr g trty Losses (note 7;

Atlant:c Pnnett 215,232 230,292
Hope Creek Unit 2 174,076 197,206
LNG Proiett 48,823 59,4(X)
Uramum Pnnetts 31,623
Other 3,862 5 # 15

Ur,derrecovered Electnc Enero and Gas
Fuel Costs - nct 264,039 307,161

Unrecovered Nuclear Fuel ILposal Costs 3.656
Unamortized Debt Exp.:me 23,426 24,120

Total Deferred Debits 761,081 H27.740

| Total | $10,487,051 | 59.66( 4 42

%e %mmary a Wwcant Am.uquag Ibhoc3 and N >to to f ariant ul statt mcnt,

I

|
,

28
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9

CapiteNaotion and Lieellities
1985 | 1984!Thouure of Ibilars' Decembcr 31,

-

ICapitalisation bee statements pages 31M
Common Equity

Common Stock $ 2,508,945 $ 2.(X)i,923

Premium on Carital Stock 557 557
Paid-in Capital 26,185 26,1x;
Retained Earnings 1,232,849 lj Ws.219

Total Common Equity 3,768,536 3,130 M4
Preferred Stock Without Mandatory Redemption 554,994 5;4994

Prcferred Stock With Mandatory Redemptmn 65,000 137,74)
Long-Term Debt 3,164,641 3,ltklA43
Other Long Term Obligatmns ; note 81 58,337 122.947

Total Capitalization 7,611,508 I 7.tk19.918

!

Current Liabilities
Preferred Stock to be tideemed withm one year 72,750 1.79)
long-Term Debt and Other Obhgations due within one scar 57,895 .40s4
Commercial Paper ; note si 107,000 iM(K O
Accounts Payable 287,290 231,429

New Jersey Gross Receipts Taxes Accrued 545,802 547,341

IXferred Income Taxes on Unbilled Revenues inote 11 96,791 76,143

Other Taxes Accrued 25,139 163kl
Interest Accrued 84,065 86.887
Cas Purchaws Accrued 87,669 10x.237
Other 70,662_ [

6;.(tr
_

Total Currer.t liabihties 1,435,063 | 1,123331

Deferred Credits

Accumulated Deferred income Taxes ; note 11
Ikpreciation and Amortization 579,541 W/>t 6
Property Losses

Atlantic Proiect 90,485 96M 21

Hope Creek Unit 2 69,105 x 1,4x 7

LNG Proicct 18,725 23,Nxi

Uramum Proietts 13,106
Deferred Electne Energy and Gas Fuel Costs - net 121,458 141,178

Unamortized Debt Expense 7,791 H,2f kl

Other (27,110) (22,978)

Accumulated Deferred investment Tax Credits (note 11 547,169 417,97x

Other 20,212 32,966

Total Deferred Credits 1,440,482 1.287,14;

I |
| Commitments and Contingent liabilities inote 7: |

| Total i $10,487,053 | 59 660 644

29
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Statements of Changes in Financial Position

Ii T hou ands of Ikllard ior the Years 1.n&d IAumNr 31, 1985 1984 | 1983

Funds Provided
Net income $ 544,552 5 490 029 5 3x9,779
Add (Deduct) Items not atfecting Working Capital

Depreciation and Amortization 329,938 299.86; 294.62s
Recovery iDeferrati of Electnc Energy and Gas iutl Costs-net 43,422 {211,1361 {162.7971
Provision for Deferred Income Taxes-net : note i1

Depreciation and Amortization 71,936 69,12; 79,93; IProperty losses (10,772) 4,392 {l9,9151 i

Deferred Electric Energy and Gas Fuel Costs (19,720) 96,931 76,842
Other (4,544) il4All! 6,107

Investment Tax Credits-net 131,358 94,157 13,718
Allowance for Funds Used Dunng Construction i AF DCl (195,845) t ;8,792i il28.592)i
Equ ty in Earnmgs of Subsidianes (9,627) i ,098! (7,061! )9
Other (9,042) ; 724 Aih3 :

Total Funds from Operations 871,656 667,266 ;66.227

Net Funds from Fmancmgs
Long-Term Debt 199,118 421,610 161,0M I

Preferred Stock 29,739
Common Stock 499,905 213,492 181.276
increase m Obligations Under Capital Leases 548 5,910 2.924:

F
Total Funds from Financmgs I 699,571 i 641,012 375.020

| Total f unds Provided ! $1,571,227 | S I,30s.2 78 | $ 911.247

Funds Applied

Additions to Utihty Plant, excluding At DC $1,1124,244 5 nox 573 5 76;,217
Cash Dividends 406,805 3;i276 313,989 |
Investments in and Advances to Subsidianes - net 6,172 (9.061) 9.0x0 |

Reductions of Long Temi Debt and Otha Obbgations 202,855 7,0;4 5%002
Reductions of Preferred Stock 72,750
LNG Project Abandonment inote 41 ,

!Reduction in Investments and Adsanct.s | ;69.313i
Deferral of Loss i 69313

Uranium Protects Abandonments ; note 4) !

Reduction m Utihty Plant ; (17,108)
Deferral of Losses I 37,108

Miscellaneous f 17,835 3A02; 10.278

Total Funds Arrhed 1,730 661 1.19*)67 I 1,1;6.;66

I Changes in Working Capital-Increase ,Decreasel !
I

shert-Term Debt (47,811) Is.'oi; (157,999:
Cash and Equivalents (90,437) i16,767 (45.778)
Accounts Receivable and Unbilled Resenues 66,555 1 x.2521 9,75;3

Fuel (52,137) 51,444 (40,! 5 Y

Other Current Assets 28.067 4,214 11,440

Accounts Payable and Other Accrued haMhnes (35,726) 126,910' 12,298

Accrued Taxes (27,945) ;15,7371 i .8804
_

Net increase iDecrease! in Wor kmy Carital I (159,434) 1IA41i ill;.3191

| Total Funds Apphed and Changes m Worl< mg Capital | $1,571,227 | 51M N 278 I 5 911.217 i

%cc Suwnan of $ctuu Awiunong Mns md Nies m bw of u mm

i



Statements of Retained Earnings

: Thousands of IMim! for the Years inJed Ikembtr 31 I 1985 i 1984 { 19x3

Cclance January f | $1,098,219 | 5 9td617 | 5 888,262
Add Nct Income ! 544,552 | 4W1029 ! A9.779

sp

I 4U 646 | 1.27 x (u lTotal I 1,642,771 ;

i | i

Deduct i

Cash Dividends .

I i

Preferred stock at required rates | 58,121 | M31 '
'

56.3 u
$1.40 Dividend Prcierence Common Stock | 1,881 i 1,s w I I 381

'

| 346,803 i 29; 0's 2;;.7;;Common Stock ( Ai
- r- ;

Total Cash Diudends | 406,805 l li; 276
.

313 t,89
'3,117 j I;l 43;Carital Stock Expenses i

'

Total Deductions 409,922 i 3;;427 314 424

| Cdance Decernber 3 f I $1,232,849 | Sle 219 i 5 9td 617

wrrhment.d to the comram V.czw and u rtam ds bs nro e %JA. Rcsintrions on the pavment et Jm.is nJ are contancJ m the Cbmt e coa oft >.c mJ.t et

mJcnturo Hawcur none sit thoc rt stnoonns recw nt h lon.ts th< pa,ms nt 4 d%itnd mt et o.rrs: t cm I bt .c u -u n t 4 rs r a. 's t c 4 o e trt e . 4 thi s rt sins n m at
Deccmber 31. IM w o $1,222 s4 M al

Ve Amman at %cmtsant Aa ountng Puht to and N ,tc, to hnant ut statt mt ers

!

Independent Accountants' Opinion

Deloitte
Haskins Sells
Certif ed Pubhc Accountants
Gateway One
Newark, New Jersey (171(12

To the stockholders and Hoard of Director .of
Public Service Electric and Gas Contpany:

We have exammed the balance shetts and statements of carnal in our orimon. such tmanual stattments present fauls the
stock and long tenn debt of Pubhc hernce flectnc and Gas tmancul pisanen of Pubht knac Hutnt and Gas Lompans

| Company as of December 31,1985 and 1944 and the rclated at Deumber ?l.19x; and 1934 and the resuhs of its operatn.ns

statements of income, retamed earnmgs, and changes m imanual and the thanges m its tmano d pmtvin for c.nh of the three

positmn for each of the three 3can m the renod ended Decemhcr vcars m the pt rad en&d Ducmber 31 196 m wntonnity with
31,19xi. Our examinations were made in accordance with cencralls auerted accountme rnnuples apphed on a mnsistent

generally accepted auditmg standards and. auordmgiv, mcluded ba s e,

such tests of the accountmg ruords and suc h ether aud:tmg
pn(edures as we consa!cred necessan in the urunnstances Y*_-fe= k.-Dh-

!cht u.irv 181. [9=6
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Statements of Capital Stock

.

/
.

'

Curren Crrten f
iOut staning Re& mpt on Rtfundings

Shares Pnce Rest n(ted !
3December 31, I note Af Per %2re Pnor to 1985 1%4

I iThomr ds p housands
/ u Ibilare of thdlarc

Nonpars %Ipating Cumulative Preferred Stock inote IV
With M uurory Redemption

$100 par value - senes
.12.25% 227,5tX) 5106(X) $ 22,750 5 24.5(1)

l A &4% 5(XUXX) 113 44 4/1/86 50,000 50ftX)
12.80% 3;GtYX) 112.80 1(Vl/87 35,000 35 tXX)

1 I42% (300000 shares !smed in 19M: 3 X),0(X) 111 62 9/1/88 30,000 3RfXX)
Less Fntrant to be redeen.ed bithm one year 72,750 1,79)

Preferred Stock with Mandarcry RedemPnon 5 65,000 5 137.750

Without Mandatory Redemption
525 par value - Senes

9.75 % 1.NX11X X) 5 2U5 5 40,000 5 40,0lX)

%7(nf 2JX'X)JXX) ; 26 4) 50,000 ;0JXX)
5100 par value - Senes 1

4.0h 2;0JX X) 103(X) 25,000 25/XX)
"

4. t KB 249,942 IRUX) 24,994 24.994
4 3(h. 24)fXX) 102 75 15,000 151XX)
505% 250ftX) 1(LUX) 25,000 2;fXX)
52S% 250JYX) In3 (X) 25,000 2;JXX)
6 Mni 2;0(XX) 1021X) 25,000 ( 25fX10,

'
9.62% 3WXX) 1D1.50 ] 35,000 i 35JX10,

7.40% 5(X1/XX) 10111) 1 50,000 1 50 011)
#, I7.52% 5(X)JX X) 10l fX)- . 50,000 M)JX)0

8.0% 150JXX) 10111) { 15,000 151XX)'

7.h(7 0 750fXX) 10l j X) ! 75,000 7;J1X)
7.70 4 t NX1J X X) In164 60,000 N)JXX)
8.16% 3X11XX) 1()6 K6 30,000 3)JX X)

r

| 5 554,994| Preferred 5tock without Mandatory Redempnon,/

' no changes in 1984 and lyn 5 554,994i i

Dividend Preference Common Stock and Common Stoc k
51.40 Dnidend Preference Common stmL (no par! - 1,343.999 shares authon:cd nsued and
. uutstanding; current redemption pnce 53;fX) per share (note C:

Comma n Stock (no parl - authon:ed 150fKK)JX0 shares (note DS issued and outstandmg at 52,508,945 52fM)5,923

December 31,198;,131,698,517 shares and at D cember 31,19x4,112,%U)68 shares
(19,135,449 shares issued for 5;n1022/XX) m 19t s,9.(175J)79 shares nsued for $213,5x3 f x X)
m 1984; and 8.013.393 shares issucd for 5! 41,46 UX X) m 1983;

notou n. -

IA.in ekhnon. . hen arc !.472.5% sharn d $lto par sake and 6 4(Oim shand A gicptc NumNr of
$5 par vad w Carnulauve Pnttrred stoth whuh are authon:cd and umuurd. nd "["" U$'][c*, sbarn Purthawd mi

Mcdu med Ih.nne th< Ya ars>hatb upa h vaw e mn or mn m< pnmdc tor me.dator) unking fand RcdcrWA h bron
re&mpnon %- no Annan ke& mpoon 1945 in4 Int

a It dahk nds 'upin arn darn is PfdtrrcJ stot k are m aricats m an anu ont caual i 2 m. I? sio 2.,130 17,500 17 slo 3 ko6

to the annual dmdend thereon, votmg nghts for the cint> 9 of a ments d the 1i43L FHO t 11 = '

lbard of Darteton betome orcraint and contmue untd a u umulaicJ and unrd! IINN l '.V o 9E"

dmden.h thercon have been paid whctrup n all sut h votng ngbn cow, sulu e to I t ^2% [ tWH tuW
kmg aum rcuved in,m tm.c to time

The Cornpany n required to run hase or re&xm i spoticd mmimum immhr Protrred std without mandaron rca mpnon n subut to redempo..n whly at
r4 shares of Cumulatne Prchrred sted unh mandatory r(di mpnon annu2My tbc optun of the ( ompans umn pnment d the APf uable rt dempnon pm c plus

|
l

commcta mx on the eficuive datn show n helow Wh redempte.ns are run.n!ansc. 4(tumabird and unpaid du sk nds to ek Jate em 4 tot rnkenptvm
T be G mpany may nnuauv reJccm at its opnon. an artpre d up to tw u. tbc 'Ihc staf une:u t'fleus the pLnnce t&mptmn n Intua au sh. ires of the
.mmncr of dwn shown for cah $uth scno AU unh redempnons are at a rtanc Prcet reed u b d the 123 Wnn an i the 14 4 4% % nn As a rnuit the annual
non ince of $1m per share A r, kropuon of sharn of anv wncs aho rei,unn JmJcnd requeimnt and the embed & J dnsknd usts w dl drop to 5% tU and I

pnmtnt of au atumulatcJ and i ep od dm&nds to the dare huJ for rc& mrton 12n re extath. for Puhrrtd hk with mndaron rc&mroon The annuai
dmAnd ri pncment and crnkd4J Jm&nd urt tor PnkrnJ stoi k wnhout .

m.mdaturv namptun merc $40 6N1m and % n rc punvch |

3 C. tat h share of $l m lhtnh nd Prettrenic Common si d n entakJ to umabenc
Jnnknds, to ewm ou and on haniJaoon or dw6non, to twn n mm h as cath
shuc of Con, mon % k t hrt were no thane m out tanang * bans m IM l

Iva l or In 4 !
'

;
o. imiu&s sre shun of ( ommon % k nwnrJ for pwNe bsa.mt e ah r

*, the Ownpann l)niind Heinmtruent and uk Punl aw Pbn tai Heduttmn
At t i mpbcc h k ()w m rdop i bn. I m;.%c W k Purt hw thn, I hntt and'

1n Ikt(rred %ne Pbn and On n lllued Imr!"U e \t'd Owm rM lbnP*

32 h boon n o ' ,.m s ,ot Au. .otum li.|.uo and Noto t.. hun ul h m. ne,
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Statements of Long-Term Debt

4

(Thouunds (4 ILLrW bi houunds of Iklbri
Decembcr 31. 1985 1984 1 _985 1984

-

First and Refunding Debenture Bonds unsecured ,

Afortgage Bonds (note Al i
Maturity Date i

Series Maturity Date
W.b fune 1,1991 5 35,787 5 36,778

4% November 1,1986 5 50,000 $ 50fX0 7h% December 1,1993 25,380 26,449
4Mb September 1,1987 60,000 (d)JXX) 9% Nascmber 1,1995 49,345 ;1.075
4% August 1,1988 60,000 60,WX)

Augu>t R im 52,152 m5% June I,1989 50,000 5(l(X X) 8% Nosember I,1996 38,198 39,724
4% September I,1990 50,000 ;0fX10 6% lulv 1.1998 18,195 18.19;
4% August I,1992 40,000 40fX10

ot ntum Bon 219,W 2M2N4% lune 1,1993 40,000 40.0(X)
4% September 1,1994 60,000 (4(XX) Total Long-Term Debt |

4% Septembr 1,.1995 60,000 60010 l'rmcipal amount outstandmg

6%% lune I,1997 75,000 75fXX) inotes C and D. 3,237,448 3.121,620 .

7% lune 1,1998 75,000 75,0(X) | Im amount due withm one scar j
7% April 1,1999 75,000 75JXX) | Inote U | 55,250 300

9% March 1,2000 98,000 981X X) Long Term Debt emeiuding
HW A May 15,2001 69,300 69.300 emount due within one year 3,182,198 3.121.314
7% B November 15,2001 80,000 bO(XX) | Net Unamorti cd thount (17,557) c l 7.9711

7%% C Arnl 1,2002 125,000 125 000 Long. Term Debt less
8%% D March 1,20(M 90,000 90fXX) Net unamorttred Discount $1,164,641 $11(H 343,

12 % E October 1,2(XM 9,730 10,730
8% F April 1,2006 60,000 60J100

net w|compans,unn m e ,uun y ac,ny ,a m , ,,a,y yo,m ,n,,nat8.45% C September 1,2006 60,000 60.000 u
'"""'"''''d""""""'""#*'*"""''""'*'"P'"""'''""''"''"8%% H June 1,2007 125,000 125fXX)

8% 1 September 1,2007 59,900 ;9.90i) * I h" """ '" '"''d ''"" '" 3 8 "" *"J t he tra u d4 mor a +1 to ri nna c
commtrtu! Papa whnh we outuaning at licumNr 11. Wn and rulawraJ ro

9% i November I,2006 100,000 100fYX) tong Tom txoi to row,iht imun e a ibo, s.,J.

9% K July 1,2009 100,000 100jXX) C. At ibuhr R WM the animi mtoru rceirtm<nt on b m lam IMt
* '' 5 2 * " ' " "' ' h " h I P ' " * " * " ' h' "*" * "" "' " '' ' '" '"d * '""d12 %- L November 1r 2009 119*750 12;-(X X) me Wnmc Nnds Ibe emN,JAJ mtout wu on lon lum iM4 mas v 1%

i2 % M June 1,2010 87,500 1(X1000 a m ww u w & comran, had unnaosca wmmumwn onA, a
15 % N August 1,1991 100,000 1(X)JXX) crean Ammini %,th i2 a..c in ba,a ,or muanu os rooh m, pum up in an
14 % O September I,2012 43,300 100(XXI amnue am"unt "r 52m'''. H'n at any inne 'o h I W" T he Comrm mnicnnmate the wmmitm<an m w hele or m ran, with'*I FN!n or promum .

12WL P Decemb(r 1,2012 98,500 1(X1(XX) Unar the wument ans h.rro-msma unJmx at h i 1* m wnu C c.
't iN comrant * oro"n. mto thru mr tenn han T he Gmrans o rcuamd i"12 % Q August 1,1993 100,000 100JXX) rn a wmmamini tu on an, unaJ n>nion iha...mrinv to ibe nxht .nh the

9% R July 1,2015 125,000 wnx nt W the FA to on nd the mumi nt i.n a mr to sur bois
9% S January 14,1996 (note B1 75,000 s. Ihe aurcoir rnior am"unt of tramrom no for mkme runds amt maiuna
8% June 1,2037 7,463 7,463 on b r ath or iht tiu u an tobw mg i ku mba .41. N6 arc as taows

5% June 1,2037 7,538 7,538 ,_

| sna mt i onJ, vat unit a - 1 < 4 41yor

Pollution Control Series f i h"n**
oe t o!Ln.

6.30% A October 1,2006 14,300 14.3fX) N* 5W 5mo 5 U 2*

6 90% B September 1,2009 42,620 42,620 [ [|] 7," $$
6.90 % C September 1,2009 2,990 2,990 ww ii.tw mo 61 r.u
12 % D Apni I,2012 23,500 23,500 I" iW' "" Al "

9% E June 1,2013 64,000 64JXX) 52 m 2 Smn Smi2,

10 % F luly 1,2014 150,000 1;0JYX) m,,mamg ,ana pu,pm u n,m ,,,u ana niunay mmnyy una my,

10 % G September 1,2014 150,000 1;0JXX) rc+ne anmuuv the nunmoit "t 521 mm nnurA amotmi et Nmd or iLr
"" h 2'""" "' ""# I'"P "' *""""' '' "" '"u i bc con i"n o n a t J t o h10%% H November 1,2014 130,400 I M 4(X) mrt bv progin ajJinons hn N t n ni toAJ in.m iht t.ibk ahm Aho the

10 % i November 1,2012 4,600 4.6f X) comrans mn at in oro"n rom #uino.ui am,.mo ur to imu s o nmum
ibrouh unk mg son,! of un un A ha nton bonds 16 i kinou on ans soth oro"n iTotal First and Refundmg n mau.s a ,n n,wam aa, a, ,,am me u.4,

Mortgage Bonds $ 3,018,391 52.M95341 g , g n, ,, 3_ ,u ,a y ,, , ,u g 9, g ,,,,
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< Summary of Significant Accounting Poh. .cies'

Accounting Principles , Revenues and Fuel Costs
Financial datements are presented in accordance with generally Revenues are recorded based on services rendered to customers -
accepted accounting pnnciples (CAApL As a result of accounting 'during each accounting perud The Company records unbilled
requirements imposed under rate-making decisions by the Board revenues representing the amount customers wdl be billed for
of public Utilities of the State of New Jersey (BrU) and the iederal services rendered from the time meters were last read to the end -
Energy Regulatory Commission (FERCL the applications of CAAp of the respective accounting period
by the Company differ in certain respects from applications by The Company proiccts the costs of fuel for electric generatmn,
non-regulated businesses. The Company is under iunsdiction of purchased and interchanged power, gas purchased and materials
the FERC and the 13pU and maintains its accounts in accordance for gas produced for twehe-month perials.
with their prescnbed Unifonn Systems of Accounts, which are Adjustment clauses in the Company's rate structure allow
the same. - the recovery of fuel costs over those included in the Company's

base rates through levch:cd monthly charges. Any undcr or over-
Utility Plant and Related Depreciation and Amortisation recovenes, along with interest in the case of an overrecovery, are
Additmns to utility plant'and replacements of units of property defM M idM m operations in the period in w hich they .
are capitali:cd at cost. The cost of maintenance, repairs and re- gg
placements of minor items of property is charged to appropriate
expense accounts. At the time units of depreciable properties are income Taxes

. .

retired or otherwise disposed of, the original cost less net salvage The Company and its subsidiaries fde a consohdated federal
value is charged to accumulated depreciation. income tas retum and income taxes are allocated, for reporting

For financial reporting purposes, depreciation is computed purposes, to the Company and its sulnidiaries based on tauble
under the straight-kne method. Depreciation is based on esti. income or loss of each (except for the effects of the LNG aban-
mated average remaininglives of the several classes of depreciable donment discuv.ed in note 4).
property. Depreciation apphcable to nuclear plant includes esti- Deferred income taxes are provided for differences between
mated costs of decommissioning. Amortization of leasehold Iwk and tauble income to the extent permitted for rate-making

i mprovements and apital lease assets is based on the tenn of the purposes.i

lease.These estimates are reviewed on a regular basis and neces- Insestment tax credits are deferred and amorti:cd over the
sary adjustments are made as appmved by the EpU. Depreciation useful lives of the related property includmg nuclear fuel.
provisions stated in percentages of onginal cost of depreciable

Allowance for Funds used During construction -
property are 3.52%in 1985, and 3.53% m 1984 and 1983. Allowance for funds used dunng construction (AFDC) is a cost
Amortization of Nuciemr Fuel accounting procedure whereby the cost of hnancing construction
Nuclear energy burnup costs are charged to fuel expense on the (interest and equity costs 1 is transferred from the income state-
basis of the number of units of thermal energy pnxtuced as they ment to construction work in progress (CWiplin the balance
relate to total thermal umts expected to be pnxiuced over the hfe sheet.The rate of 8%% used for calculating AFDC was within the
of the fuel. The rate calculated for fuel used at all of the Com- hmits set by FERC.
pany's nuclear units includes a provision of one mdi per kilowatt- As a result of BrU rate orders, the Company is allowed to
hour of nuclear generation for spent fuel disposal costs. mclude a portion of CWip in rate base on which a current retura

is permitted to be recovered through operatmg revenues The
investments in Subsidiaries

.
amounts of CWlp included in rate base were $375 mdlion at the

The Company s mvestments m its subsidiaries [all whollyowned,:, end of 1983 and $550 mdhon at the end of 1984 and 1985. No
- which in the aggregate are not sigmficant as detmed by the Se- AFDC h accrued on the amounts of CWir which are included in
curities and Exchange Commission, are reported in the accom-

rate base.
panying financial statements on the equity method of accounting.
The carrying value of investments in subsididanes is reported Pension Plan
under Other Property and Investments in the Balance Sheets, and The Company has a non-coninbutory trusteed pension plan
under the equity method of accounting is adjusted for carnings or covenng substantially all employees completing one year of ser.
losses of such subsidianes as reported under Other Income in the vice. The Company's policy is to f und pension costs accrued.
Statements of income.The Company believes that its fmancial Company contnbutmns include current service costs and amounts
position and results of operations are best reflected without required to fund prior service costs over a 35-year period begin-
consohdation of these subsidiaries. nmg January 1,1967

.

L

- - - _ _ _ _ - _ _ _ _ _ _ . . _ .



Notes to Financial Statements

1. r ,.,, _ r.s.s u msuh onmernai Revenue Sm,oRsl aua,,,[e,,,,

able years 1976 through 1950, the irs has proposed an inucase in
A reconcihation of reported Net income with pre-tax mcome and taxable meome which would mcrease the current tax habihty by
of Federal income tax expense with the amount computed by $72 nulhon. This pn. posed habihty is pnmanly the result of m-
muluplymg pre-tax income by the statutory Federal income tax cludmg unbdled revenues as taxable meome in the year estimated
rate of 46% is as fodows: services were provided.The taxabihtv of unbilled revenues is an

mdustry hsue. The Company has appealed the tax awessments
awu andsof Dons [ 19ss as4 im

ad m unbdled revenues, and the IRS has suspended any
Net incmne $544,553 5490 n29 ib9 779

actmn on the appeal pendmg the outcome of vanous court cases
,'[ *g],'" '/','" '"d"*d "' mvohing other utthties. Deferred taxes have been provided for

cumnt prommn 75,214 iw4 6nn such unbdled revenues and, if the Company is unsuccewful m its
Promson for dcferred mcane appeal, there would be httie effect on earnmgs.
tnn-nct ;A: 57,549 140 B tWi -

Investment tu creditw nct 133.616 # s42 U ? ns

Total mcluded m ogratmg mcome 266,379 2iU4 191nu q
MmeMancoun other mcome- net 4,118 A2 44 4 42i I . Inv.sfments in .nd Adv.nc.s to Subsidi.ri.s
Total Fr&ral munne in pmmmns 270,49? 2u MO 19; 65

Subtotal 815,050 74 W 9 %sM' investments m and advances to subidianes are summan2cd as
Equity m cammgs at subu& ann (9,627) .9 ow 7060 foJ]gg

Pre tu mmme $A05,423 5'U 4xl SW s%
_

M*
| Tn emnse at the statutorv rate j $370,495 | M40161 | 52Ni I 4 5 ]

'Adiustments to pre-tn mwme, wmputed at the statutorv raie. hir w hith dch rred

| Incro Dnd.mmme C..wrumntan are tut prnvided un&r curr nt rate makmg pohcin Invntms nt S 66,134 $s6M9 5406
i AJs a n(n 167,34a Iw I4T

Tn derreaanon under b+k
2!,3 7 1,&prcoation $ 33,0'7 % 29.122 52 %

g
AUuwance for funds used dunng

construtt um (90,0R9) (7Ru4' .59 1s2: I f otal 5250,594 $1u Nv I Lvit n's,

Overhead cmts tapitah:cd (18,043) :! s 99 H I W o'
Other 9,927 h?'4 inl IDergV Development CorporJIion {lDCI is engagCd in ex-

pioranon activities to obtam turphes of natural gas T he maionty
m non of detemd in ncnw I 9

of the Company's gas purchases from I DC are below FLRC pub-suNotal (99,99s) a t 61 n Pn y

hshed ceding pnces Dunng N83,19% and 19xA EDC providedT.u! tederal mwme in nomum $270,497 s2w un si9s e
approximately M%,6% Jnd 3h res}MtivCIV,of the total gas re-

A. The premion for deterred mmme run represcnts the tu cttnts of the h&wmg celved by he Company. EIG revenues from sales of gas to the
"'"" Company amounted to $74 7 mdhon. 567 6 milhon and 54;0

cumnt 122hhoes mdhon, reslutively, for those scars.
UnhWed rnenun $ 20,648 5 16 nit 5 ((4: Currently, Other subudianes consists pnncipally of pubhc

tucmd creats service Resources Corporation and Mulberry Street Urban Renewal
propertv losses (10,772) 4M ;ltviv

L.orporation. On December 18,19s4, the Company announted theAddmonal ta depreuat u . and
abanammm of the unmed immed natural ps terrnmal marrorteatmn 72,104 M.7mo 7s (Vi

# Ak" " * " *
i ncl e nt (19,720) 96,91: s4 '

Nudcar plant Dewmmmonmg subsidiarv, Enctgv Tenmnal serv ces Corporation. See Note 4 ~
Cost s (5,765) , s.wt W Abandonment of LNG proicct. T he maionty of the i NG property

Nuc! car f uel Dnpoul Cmis 2,891 P 21t 20 4 U was sold in 19h,.
bm on reaqmred Aht (4121 '4 W .417

.
.

Other (1,429) 2 09 :1 ;%

Subtot21 36,901 1 % 417 142.991

3. co s.,, , .sTmi $ 57,549 5i 40 im sisi vo

Deferred mcome taxes are provided for differences bctween Cash (onsists pnmanly of wmpensatmg balances under mfonnal

book and taxable mcome to the extent permitted for rate makmg arrangements with vanous banks to compensate them for services

purposes. At December 31,1985 the cumulative net amount of and to support hnes of credit of $202 milhon at December 31,

income tax timing differenccs for which deferred mcome taxes 1985 and December 31,19841here are no legal resinctions

have not been provided was approximately $13 bdhon.The re. placed on the withdrawal or other use of these bank balances. In

lated deferred income taxes, at the current statutory rate of 46%, addition, at December 31,196 and December 31,19s4, the com

would be approximately $600 mdhon The Company expects to pany had lines of ucdit of 5310 milhon which were compensated

continue to recover through rates the taxes due as such tumng for by fees

differences reverse.
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4. DesserestNenes Future regulatory action with respect to the abandonments of
the LNG and Uramum projects may require a change in the level

Abandonment of Atientic Project of .mnual amortization, or could require the immediate wnteuff
in December 1978, the Company cancelled the Atlantic nuclear of any remaining unamorti:cd balance existing at that time,
plant project.The BPU authon=ed the Company to recover a Any amount not recovered,in the opinion of management, would
portion of the costs of the project over a penod of 20 years com- not have a matenal effect on the fmancial position or results
mencing in April 1980. Such costs are being recovered at the rate of operations of the Company.The recovery of the losses and any
of $15.1 million annually,less related taxes of $6.3 milhon.No

retum on the unamorti:cd balances will be determined in the
retum is being camed on the unrecovered balance, current rate proceedmg.

Abendonment of Nope Creek Unit No. 2 Underrecovered Electric Eneryy and Gas Fuel Costs ~ net ,

in December 1981, the Company abandoned the construction of Recovenes of electric energy and gas fuel costs are determmed )Hope Creek Nuclear Generating Station Umt No. 2. In March by the BpU. At December 31,1985, underrecoveries under the '

1932, the BpU authon=ed the transfer of $112 milhon of Hope electnc leveh:ed Energy Adiustment Clause (LEAC) were $283.3
Cred 2 costs to Hope Creek 1 and the recovery of all after-tax million, while overrecoveries under the gas Raw Materials Ad-
abandonment costs for Hope Creek 2 from customers through the justment Clause (RMAC) amounted to $19.2 milhon. Eammgs
elcctnc levelized energy adiustment clause. The recovery is over are not directly affected by increases or decreases in the costs of
15 years en an accelerated method and commenced in June 1981 fuel or interchanged power, because such costs are adjusted
During 1986, the amount to be recovered is estimated to be monthly to match amounts recovered through revenues. However,
$27.9 million, less related taxes of $11.4 million. No retum is the carrying of underrecovered fuel costs ultimately increases

1being camed on the unrecovered balance. fmancing costs. 1

Abandonment of LNG Project 'N

In December 1984, the Company abandoned its investment in On July 11,1985, the BpU authon:ed an mcrease in the LEAC of

certain facilities for the storage of liquefied natural gas of its $137.4 million on an annual baus commencing July 11,1985,

wholly-owned subsidianes, Energy Terminal Senices Corporation deferred consideration until the next LEAC proceedmg of $70.0
(ETSC) and Energy pipehne Corporation (EpC). As a result of this million of replacement energy costs related to the Salem generator

abandonment and prior to regulatory approval, the Company's failures referred to below, and disallowed the recovery of $22.5

investment of approximately $69.3 million,less tax savmgs of million of replacement energy costs which had been contested in
;

$27.9 million or the net amount of $41.4 million, was deferred and the most recent pmceedmg. This LEAC rate is presently scheduled

is being amorti:ed over a seven-year penod commencing m 1984 to be in eff-ct for an 18; month permd. The $22.5 milhon dis.
at a rate which will reduce net income by approximately allowance reduced 1983 net mcome by $12.2 million, net of tax,

$6 million per year dunng that period. or appmx mately 10e per share of Lommon Stock.
A maior reason for the large underrecovenes dunng the pre-

Abandonments of Uranium Projects cedmg LEAC period was extended outages at the Salem Generat.
In September 1985,the Company termmated a 1976 uranium ing Station, Umts I and 2 and peach Ibttom Generatmg Station,
supply agreement with Sequoyah Fuels Corporation (Sequoyah), Umts 2 and 3 in w hich the Company shares ownership. These
a subsidiary of Kerr-McGee Corporation. Under the agreement, outages include an outage resulting from reactor tnp breaker
as amended, Sequoyah was to have provided up to 4.2 million failures and failurc of the electnc generators at Salem,and outages
pounds of uranium and the Company had advanced $27.4 million as a result of intergranular stress corrosien pipe cracking (a gen-
as of September 30,1985 to finance the related mining facilities cric problem with bmling water reactors) at peach IWttom.
which had not been recovered through the purchase of uranium. cas
The project had been in a stand-by status since 1980 because of On September 26,1985, the BrU approved a Stipulation that had
the availability of uranium on the open market at pnces which been entered into by the Company, BrU Staff, and pubhc Advo-
were substantially less than those applicable under the contract. cate of New Jersey which will reduce revenue 3 under the RMAC
This price dispanty is expected to continue for the foreseeable by $35 milhon for the renod October 1985 through September
future. 1986, includmg a one time credit to customers' bills reflecting an

In December 1985, philadelphia Electnc Company terminated $11.3 million reduction in gas costs which was implemented m
its Lee Mine uranium supply protect,in which the Comp:.ny had October 1985. The reduction is based on estimated decreases in
participated as a coowner of peach Bottom Generating Station- the proiccted cost of gas, increased purchases of lower cost gas on
in addition, the Company terminated the Homestake Mming the spot market, the return of an overrecovery and associated
Company contract, dated February 25,1976, for the exploration mterest related to the RMAC penod that ended September 30,
and development of uranium.The totalloss of these proiccts when 1984, and anticipated refunds from pipeline supphers.
combined with the Sequoyah loss amounts to 537.1 million.

As a result of the abandonments and prior to regulatory ap- Unemortized Debt Espense
proval, the Company's net unrecovcred advances of $21.7 million, These costs, associated with the issuance or reacquisition of
after related tax savmgs, were deferred and are being amorti:cd debt, are deferred and amorti:cd over the hves of the related

over a seven-year rcriod commencing in 1985. This amortization issue. Amounts shown in the balance sheets wnnst principally
will result in a charge against net income of approximately $31 "I C"'ts associated with the company s tender offer for its 12%

million per year.The reduction in earnings per share for the year Series E Mortgage lwnds which mature m October 2(m. The

1985 is 3c. Company expects to amortire $1.1 milhon of these costs in 1986.
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Bank h)ans represent the Company's unsecured promissory notes coe.strsection. .,.ar Fs,.i supp# des
issued under credit arrangements with vanous banks and have a The Company has substantial comnutments as part of its con-
term of cleven months or less- struction program. Construction expenditures of $3.0 bilhon, in-

Commercial paper represents the Company's unsecured ciudmg about $240 millon of AFDC, are expected to be incurred
bearer promissory notes sold to dealers at a discount with a term dunng the years 1986 through 1990. In addition, the Company
of nine months or less. Certain information regardmg short-term has commitments to obtam sufficient sources of fuel for electnc
debt follows: generation and adequate gas supphes.

The pnncipal proicct m the Company's current construction
ritmounds a Ibnaru toss im im program is the Hope Creek Cencratmg station (Hope Cieck),

sist,ese sins /m siwm which consists of a 1,067 megawatt nuclear unit owned 95% bye]end d yeg
any month end sis 7,ses siss>m si6t.wo the Company and scheduled for operation in 1986. As of Decem-

Average dady wistandm, s 72,4ee s ssJoo 5 rim her 31,1985, physical construction was essentially complete. The
w red average noual mic"" overall start-up, testmg and tumover of plant sptems was about

7,,, ,, , ,

weighted average mterest rate for 93% complete at that date. As of December 31,1985, the Com-

""""j P'Pc' "*"*"d*8 pany had expended approximately 53 7 billion includmg 5726
,m ,

million of AFDC, with respect to its share of Hope Creek.
On November 15,1985, the Company announced that fuel

loadmg at Hope Creek had been delayed antil some time in the
6+ h 8'88" first quarter of 1986. Earlier estimates had called for fuel to be

I aded around the begmning of 19FS. Commercial operation is still
Information on accumulated plan benefits and net assets of the

scheduled for the second half of 1986. As a result of the revised
Company's pension plan are as follows: schedule, the estimated overall cost for Hope Creek is presently

ritmuunds a nonard tkcember ai, 19ss im expected to be hetween 54.15 bilhon and 543 billion. his exceeds

Actuanai present value d accumulated the cost cap referred to below. '1 he actual cost will depend. in

P'"j''"' large part, on the date of commercial operation, which is difficult3

3 g ,,,,, gg
m predict as the protect nears completion because of numerous

Nonvenca 7s,u2 6ua2
pre-operational items and imprecision as to the timmg of the test-ss6s,ses swuu
ing and power ascension programs which must be adjusted to

Assumed nee d retum s.5% 95%
Wrket value d Pian Net Awets s647,es7 sils/1H meet problems as they may arise. Costs at the end of the project,

once fuel is h)aded and construction is complete, wdl involve the
pension costs for the past three years were charged as follows: accrual of AFDC of approximately $18 million per month, plus

direct costs of approximately 55 million per month, until the umt
rrhouunds d natare 19es im 19e

is placed in commercial operation. project delays will only serve
operaung Expene ss2,iss sss.2w s wa6a to further increase costs. Therefore, the companyi first pnonty istJuhty Plant 14,743 11296 12,un

to get the plant completed and operatmg as quickly as posubleTotal Pemon Co es s66JB98 sM.sw sMas9
without sacnfiemg quahty. Fuel loadmg and operation require a

In December 1985 the Financial Accounting Standards floard license from the Nuclear Regulatory Commission (NRC) which

issued Statement No. 87-Employers' Accountmg for pensions has been applied for. lssuance of a license is within the sole

which requires future changes for the accounting and reporting of discretion of the NRC.

pension costs.The Statement requires a standardized method for Hope Creek construction costs are subject to a Cost Con-

measunng pension cost, expanded disclosure of the components tamment Incentive Agreement approved by the IlpU in July 1983.

of pension plans in the Notes to Financial Statements, and re. The Agreement, which the Company entered into in 1981 with

cording of a liabdity on the balance sheet when the accumulated the New Jersey Department of Energy and the New lersey De-

pension benefit obhgation exceeds the fair market value of the partment of public Advocate, established a target cost of approx-

- pension plan assets.The provisions of $tatement No. 87 are effec- imately 53 8 bdlion and a target m-service datc of December IW6.

tive for calendar year 1987 financial statements, except that the There is an earnings penalty if Hope Creek is completed in excess

liability recognition provisions, if any, are not effective untd 1989. of the cost cap. Under the agreement, the Company's revenue

As shown above, the fair market value of the plan assets ex- requirement related to rate base would be based on the exclusion

ceeded the accumulated pension benefits as of December 31,1985. of 2(m of costs mcurred in excess of $3 8 bdlion. If the userrun
exceeds 1(m of the cost cap, the approved revenue requirement
related to rate base would 8)e based on the exclusion of 30% of
expenditures in excess of the 100 overnm.The current estimate
could result in a reducnon of earnings in 1987 of between approx-
imately se and He per share of Common $tock under the formula
provided m the Cost Containment Agreement. T he reduction
would dechne m subsequent years over the depreciable hfe of the
plant.On December 13,1985, the Company petitioned the 11pU for
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an increase in itS rates. The rate proceeding will examine the lhe Atmuc Energy Act pnnnnwis m Notes lA1, A anst O above empire nei AupA
t 19g urcen exten&d tw congress in themtwr 19Whc Nudcar Regulatory -

prudence and cost of Hope Creek and whether a phase-in of rates Gunmmkm ;NRCl tabmitted a repwt to Congress wuh remtt to the wnsmuatum
should be required so as to spread any authonzed increase over a d the Pnce- Anderwn pmvamm whKh m.ommends that the 5650 mdlum Imr im

number of years.The Company cannot predict the outcome. habihtv be chmmated and that the present lumts on retnnentne awwments
asamst owners d nudcar unita be replaed bv an annual hma d no nere than 5in

Opferred Items mdlum per year br each twensed nuclear reactiv. Other pmpmals wmlJ *ctam a

'Z,", 'j'b'(j'j"',"~','','"',, ","',N'"','',"[ a jff"P'",,',,*',,,"$* '$ ,"As shown in the Balance Sheets, the maior components of Deferred
Items are Property Losses associated with plant abandonments. enmied if a is cuendest in 19+ . m a case to whnh it e Gonpan, was not a part,,

. The accounting standards relating specifically to regulated the Umted %tates supreme Court held that the Atonuc Energy Ast the Pnce.
Anderwm hmitation d habihty provnums thereunder and the extenuse regulatum

enterpnses are promulgated by Financial Accounting Standards d nuclear safety by the NRC do rot preernpt dJims under state law hw perwmal.

Board (FASB) Statement No. 71 (SFAS 71). The FASB has issued an reoretty. or rumove damaces releed to rahat== hazardt j

exposure draft which would amend SFAS 71 for three types of g ,, c ,,

events that occur in the electnc utihty mdustry; phase-m plans, The Comprehensive Environmental Response, Compensatmn and
abandonments, and disalk>wances of costs of newly completed Liability Act of 1980 and certain similar State statutes authonze
plants.The amendments, if adopted, would become effective for vanous govemmental authont.cs to seek court onlers compel-
the Company's 1987 calendar year with retroactive apphcation for Img responsible parties to take clean-up action at disposal sites
pnor transactions. determmed to present an immment and substantial danger to the

The proposed amendments if adopted in their present fonn pubhc and to the environment because of an actual or threatened
could require the Company to; release of ha:ardous substances. Because of the nature of the

e reduce the carrying amount of abandonment losses to the Company's busmess vanous by-products and substances are pn>
present value of probable future revenues associated with duced or handled which are classthed as hazardous under these
each proiect, and laws. The Company generally provides for the disposal of such

. reduce the canying amount of Hope t, reek by the present substances through licensed individual contractors but these
value of the future earnings penalty related to the Cost statutory provisions generally impose potential point and several
Containment Agreement with the BPU. responsibthty on the generators of the wastes for clean up costs.

Any reduction in carrymg amounts of these assets could re- The Company has been notified with respect to a number of such
sult in a correspondmg decrease in retained earnings. Subsequent sites, and the clean-up of hazardous wastes is receivmg mcreas-
years' results of operatmn could increase as the discounted ng attention from the govemmental agencies involved This
amounts are returned to net income. trend is expected to contmoc. The Company cannot estimate the i

See Note 4 for additional information on the plant abandon' costs which may result from these mattery but such cmts could '

ments and other items. be substantial.

Nanclear Inesorence Coverages
The Company's insurance coverages for its nuclear operatmns are o
as follows: O. Other LonpJerm OWigottene

;Mdhonsof Dollars 1 Maumum The amount of other long term obhgations consists of the
Retnnpective following:

Maumum Awcument hw
Type and source of Cmcrace Cmcrace a ungle madent i g
Pubhc Dahhty Nadear Fuel (bpmal Gat babdny S $ 61,N44

Amencan Nuclear trnurers 5 16n 5None
##'nes under Carnal teases M,llt 6i. Int

Federal Government (A! NO N4R
Tout , snm sine

3m 3 n

Property Damagc
Nudcar Mutual bmited .D1 5 00 5 21.9 Nasclear Fasel Disposal Cost L! ability

In conformity with the Nuclear Waste Pohey Act of 1982 (theNudcar Electnc Insurance bmned iD; Hi U
Amenean Nuclear insurers H Nmc

Act), the Company entered into contracts with the Department
$1~110 S 'M2 of Energy (DOE)on June 13,1983 for the dispmal of spent nuclear

*[ItcNe$n'c* Insurance umned a fuel from the Salem and Hope Creek nuc! car generating stations'

s aoil 5in
similarly, philadelphia Electnc Company contracted with the

A. Retrospective premium pnwram under the Pnce-Anderson habihty provnums se
E $the Atomic Energy Act d 1954, as amended. %hett to retnaspntive amument

with respect to Ims inwn an mc dent at any hectned nudear reattor m the Umted station. Under these contracts, IXX will take title to the spent
M'''' fuel at the site, then provide for its transport and permanent
O Manmum anewment would he $170 mdlu.n m the event d more than nne di d Of the three options permitted by the Act, the Company
mcident m any year se ected Oc opnon of a Nne M lunNm pqmem to M in
c.bmit of hatnhty under the Atomic Energy Act d 1954, as amerkled. for each accordance with the Act with respect to nuclear fuel dispmal cmt
nudear meateni_

O Mutual msurance compames d whnh the Company is a member Subut to charges [

retrmrective awenment wah respect to km as any nudcar generatmg statum for 1985 and pnor penodt aggregatmg $il.6 million, were re-
'

covered by sus.h insurance. Versed in conformity with the payment.
E.Maumum weekly mdemmty for 52 weeks whuh wenmentes after the hrst 26
weeks of an nutage. Also provhies $13 mdhon weekly for an additonal 52 werk(

|

.

,
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h. &ssissde=tary friforerietiers cerscernedassLease Commitments
Effective December 1984, the Company changed its method of tsee Ettects et Changing Je ices (Uneudited;r

accounting for leases that meet the critena for capitah:ation in
accordance with Statement of Financial Accounting Standards The Company's financial statements are prepared m accordance

No. 71," Accounting for the Effects of Cenain Types of Regulation", with generally accepted accounting pnnciples and are stated on
and FERC accounting requirements. The Balance Sheets and the basis of histoncal costs, namely, the pnces that were in effect

Statements of Changes in Financial Position for penods prior to when the underlying transactions occurred. The followmg sup.

December 1984 have been restated to reflect the retroactive plementary fmancul information, prepared in accordance with
capitali:ation of leases. Accordmgly, the Balance Sheets mclude Fmancial Accountmg Standards Ikurd Statement No. M (SFAS M},
assets and related obhgations apphcable to capital leases. Since as amended by SFAS 82, is an estimate of the effects on the Com-

the total amortization of the leased assets and interest on the pany of changes in specific prices iCurrent Costl and General

lease obhgations equals the net minimum lease payments in. Inflanon.

ciuded in rent expense for capital leases, retroactive adornon had The Company advises readers of the imprecise nature of this
no cifect on prior years' Statements of Income or Statements of data and of the subrectwe indsments reqmred in the restatement
Retained E2mings. of selated hntaricalcosts to anmunts adrusted for Current Cost

Capital leases relate pnmanly to the Company's corporate and GennalInflanort This data should not be tued to nuke
headquarters and computer equipment. Certain of the leases con. adiu stments to the Comruny's pnmarv fuuncul statements and
tain renewal and purchase options and also contam escalation the related earnmg5 per awrage share of Common Stock other
clauses. than those admstments shown m the follmsms supplementary

Utihty plant includes the following amounts for capital f anculdata.
leases at December 31: Current Cott data purports to show the esumated cost of

currently replacing existmg Unhty Nant and was generally mea-
Trhouundud Ibiurd 1985 Ivx4 sured by applymg the HJndy-Whnman Index of Pubhc Utihty
comnon nant s45 s72 snM4 Construction Costs to the hntoncal costs of Uuhty Plant.
trss Accumulated Amorn: anon 4 90 M4 Genera] InflJtWn amount $ wur determmed by adjustmg

Net wa unaer canui teases s6o.,42 s*' * ' histoncal costs of certam items mto dollars of he same general
purchasing power by using the Consumer Pnce index for All

Future minimum lease payments for noncancelable capital
Urban Consumers (CPI-ULand operating leases at December 31,1985 are:

Depreciation and Amortiz.ation expense, Amortizanon of
Nuclear Fuel (included m Electnc Fuel, Interchanged Power andcarial o mnner

frhouundu4 lbilaro traso Lmes Gasi, and Amorti:ation of Capitallxases (mduded m rental
1986 s i6 w s 2.6w, expense m Other Operation and Mamtenancel were adiusted for
1987 14 h I,926 Current Cost usmg the rates and methods for computmg book
3% $ ,% depreciation and amorti:ation apphed to the apprornate inflation9
1990 m tin i 69: adiusted Uuhty Plant balances. In accordance wah SFAS M,
Later Yem 3i6 748 mi income tax expense was not adlusted
Mmimum icase ravmeno W6 s M 32' SFAS M requires the disdosure of the adiustment needed to
less Amount repnwenung esumated exnumrv reflect Net Utility Plant at its Net Recoverable Cost if that cost

EIN'n'oYu'r"Ec e$tI differs from the mflatmn adiusted amounts. Also requned underim2n4
Current Cost is the dnclosure of the increase in Current Cost ofNet mmimum lease pamenn 197.612

less Amnunt reprnennns mterest IMO Net Utihty Plant held dunng the year and the related effect of
Proem ulue (4 net mimmum lease ravmenn (At s M9s2 general mflJtmn The amounts show n in the following table d-

lustrate that dunng 19H5 the increase m general mflation was less
A. Rencoed m the baiante sheet m other tong T- obbe2nonud sww.uo
and m long Term Debt and Other Obhgatmns due mihin one year of $2.64sju o, than the increase in the Current Cost of Net Utihty Plant after
respcoveiv adiustment to Net Recoverable Cost.The Adiustment of Net

The followmg schedule shows the composinon of rent ex. Utihty Nant to Net Recoverable Cost n an adiustment of Utihty

pense included in Operatmg Expenses: Plant to Histoncal Cost m average 1985 dollars. Histoneal Cost a
the amount permitted to be recovered under the rate regulatory

frhouundu4 unilary process for utshties m New Jersey.
For the Years Ended Dec 3i. 1945 19M4 iVM Dunng inflationary pene Is ho!Jers of monetary awets, such
Internt on ohkeatums under as cash and receivables, suffer losses of general purchasing por r

tim"Iunhty nant $ 4 5 5 "" while issuers of monetary lubihties expenence gams. In 1985 the'

c
under cariui traso 3,44a 2.942 2ms Company's monetary habihties, pnmanly long term debt, exceeded

Net mmimum icase paymenn its monetJry asscts resulting in a KJm. Smce this gain is pnmanly
relatmg to capital lmes 10,792 in.47s 9. H H Jttributable to Iong temi debt which has been used to fmance

Other lease payments 15,549 16514 19. 0 7 M N ddm& W h Mt & M m
Taai nent tinnse suSI 52^ vw $2x 497 general mflation was lower than the increase in Current Cost of

Net Unhty Plant after adiostment to Net Recoverable Cost m the
following table.
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Supplementary Financial Data Adjusted for the El!ects of Changingprices
for the Year Ended December 31,1985 (Uneudited)

thstoncal Cost Current Cost
(Condensed from the (Avera:;c

(Milhons of Dollars! Financial Statements) 198; Dollarsl

Operating Revenues $4,409 $4,409

Operating Expenses
Electric Fuel, Interchanged Power and Gas 1,790 1,785

Other Operation and Maintenance 893 894

Depreciation and Amortization of Utihty Plant 223 563

Taxes 875 875

Total Operating Expenses 3,781 4,117

Operatmg Income 62M 292

Other(includmgInterest Expenses) (83) (83)

Income from Continuing Operations lexcluding Adiustment of
Net Utihty Plant to Net Recoverable Costl $ 545 $ 209

increase in Current Cost of Nct Utihty Plant held dunng the year IAl $ 299
Adiustment of Net Utihty Plant to Net Recoverable Cost 191

Ufect of the increase in General Inflation (457)

Amount by which mcrease in general mflation was lower than mcrease in
Current Cost of Net Utility Plant after adjustment to Net Recoverable Cost 33

Gain frora decline in purchasing power of Net Monetary Liabihties 152

Net $ 185

A. At [ktember 31,19% the Current Cmt of Net Utihty Plant was $12 s2 4 tullen mh& hatonal ;nct rewverable' uwt was 58 4M bdhon

Supplementary Five Year Comparison of Selected Financial Data Adjusted for Ellects of Changingprices (Unaudited)

(Millions of Dollars where applicable A!! adiusted hgures in average 19% dollars !
For the Years Ended December 31, 1985 1984 1983 1982 1981

Operatmg Revenues
Histoncal $4,409 $4,196 $3,963 $3,874 $3,472

Adiusted for Generallnflation $4,409 $4.346 $4 219 $4.318 $4,106

income (Loss) from Contmumg Operations (excluding Adiustment of
Net Utihty Plant to Net Recoverable Cost)

thstorical $ 545 $ 490 $ 390 $ 343 $ 264
Adinsted for Current Cost $ 209 $ 159 $ 12 $ 33 $ (16b

Income (Loss) from Continuing Operatmns per Average Common share
(excludmg Adjustment of Net Utihty Plant to Net Recoverable Cost)(A)

Histoncal 5 3.96 $ 395 $ 140 $ 3 24 $ 2 63

Adiusted for Current Cost $ 1.22 $ h9 $ 13 9 $ f 3)! $ I94)
Amount by which mcrease m general mflatson was thigher) lower

than increase in Current Cost of Net lltshty Plant after adiustment
to Net Recoverable Cost $ 33 $ t>3 $ 90 $ 107 $ (219)

Gain from dechne m purchasmx power <,f Net Afonetary Liabihtnes $ 152 $ 146 $ 130 $ 119 $ 268

Net Assets at Year-end (11)
Histoncal $4,324 $3.686 $3,M8 $3,081 $2,833

Adiusted for Current Cost $4,231 $3.764 $3.543 $3.395 $3.243 |
|

Cash Dividends Declared per Common Share
thstoncal $ 2.81 $ 2.70 $ 2.62 $ 2.53 $ 2.44

Adiusted for Generalinflation $ 2.81 $ 2 80 $ 2 K3 $ 2 82 3 289

Market Price per Common Share at Year cnd
Historical $11.61 $26 75 $22.75 $2125 $lkiX)

Adiusted for Generallnflation tC) $ 31.63 $27. 78 $24 56 $26 06 $20 95

Consumer Price Index (1967 = 100)
Average 322.2n 311.1 298.4 289.1 272.4

Year-end 32_7._7,D: 315.5 NH3 292.4 2H 1.5

A. After deduttmg Cumulaove Prcierred stotb and $140 Dmdend Preftreine Common W b dm&n.h on a hatonal bam m 19% and m Au rage 19% lbliari for pnnr surs
O Iqaah Common Equity and Prtterred stock without mandatory redemption C. Year end I'/6 lbilars D, bnmated
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pnees have been increasmg over the last five yeart The
average Cpt-U increased from 272.4 in 1981 to 3212 in 1985, an
average annualincrease of 4.3% The increase from 1983 to 1984
was 4.3% and from 198J to 1985 was 3.6%, an indication that
the rate of inflation is contmuing at a slower pace.

Revenues for the five-year period increased from $3.472 bil-
hon in 1981 to $4 409 bilhon m 1985, an average annual mcrease
of 6.2% Restated m average 1985 dollars, revenues for the same
period would have increased from $4.106 bilhon to $4.409 billion,
an average annualincrease of only 1.8%

Cash dividends declared per common share increased from
$2.44 m 1981 to $2 81 in 1985 or an average annual increase of
3.6% However, such dividends would have decreased at an aver-
age annual rate of 0.7% or from $189 in 1981 to $2.81 in 1985
when restated in average 1985 dollars.

Market pnee per common share at year <nd from 1981 to
1985 had an average annual mcrease of 15.1% or from $18.00 to
531.63. Restated in year <nd 1985 dollars the 1981 market pnce
would have been $20.95, resulting in an average annual mcrease
of 10.8% from 1981 to 1985.

Lack of adequate recogmtion of inflation m rate-makmg in
addition to delayed rate rehef accelerates attntion, thereby con-
tnbutmg to poorer cash flow.

10. .i.:,,,,,.o r u-uias

The Company has an ow nership interest and is ressmsible for of cath iomily owned roicct .md the correspondmg direct ex-T

providmg its share of the necessary fmancmg for the follow mg pcnses are included m the statements of Income as an operatmx
lointlyowned facihties. All amounts reflect the Company's share cypense.

[ Thousands of DollarC Amount of Util ty Au umulated Prousson Amount of Plant
Nant Ow nership interest Plant in vruce for Derrcuation

_

Under Construoion

Coal Generating
Conemaugh 22.5(y b $ 72,297 $ 21,231
Keystone 22*4't 67,117 20,324

Nuclear Generating
peach Bottom 4 2.49' t 510.134 155.780
Salem 42.5VL 779,678 178MM9

Hope Creck 95.(M1b $3,703,lH6
Nuclear Support Facihties Vanous 59,945 3927

pumped Storage Generating
Yards Creek 50(XPt I M 67(i 3,708

Transmission Facihties Vanous 127,678 14,971

Mernli Creek Reservoir 16.19 b 7,321

Linden Synthetic
Natural Gas 90fXrb 66,515 48,320

4I
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. Financialinkneneetion by Buelneen Sogneonts

Elettne Gas Total

(Ihousands of DollarW
For the Years Ended
December 31, 1985 19x4 19M 1945 IVK4 1983 1985 1984 1983

Operating Revenues $1,000,564 $2,816.241 $2,s7(14;7 $1,40s,490 $1.379 xn3 $ 1.392.4 75 5 4,409,054 $ 1,196,124 5.1,962.932
DeprecLation and

Amorti::ation 167,959 i s9.3xx 152.574 55,004 si.N o 4x.913 222,961 211,18k 201,7M7

Operating income
ikfore income Taxes 77s,957 70,22s 584 Nix 117,220 101,275 101.0%2 s96,177 66,W s 6xi;60

Gross Additions to
Utihty Plant 1,116,040 8 79,4w 81s.919 104,049 87.907 7 7p>0 1,220,089 967.36s 891.mN

December 31,

Net Ut hty Plant $7,671,465 $6.797.M N $6 0m> 825 $ a01,262 $ 752,4x0 $ 713 991 5 a.474,727 $7 s;4289 $6fal.816.

Gas Exploration
Subsidiary and LNG

Proiect (See Note 41 211,4A2 238 N)1 3mou 211,4a2 2At.601 301.052
Other Corporate Awets 1,307,784 1.410.751 1.12111 M 471,060 4%(s t) 396.ono 1,778,844 1.x 75 7 s 5 l.s l M.4 74

Total Assets $8,979,249 $x.20s.%0 $7.212 243 51,507,804 $1.4;2 0x t $1.ti t. litt $1o,447,051 $9 660 t>41 $s 626 346

. Sch cted Quarterly Deta (Unaudited)

The information shown below in the opimon of the Company Due to the seasonal nature of the busmew, quarterly amounts
iaciudes all adiustments, con 3istmg only of norm.d recumng vary ugmheantly dunng the year.
accruals, necessary to a fair presentation of such amounts.

Calendar Quaner Ended I Mm h 31, lune .41 sertc mix r M. Octember 31.

(Thousands v,herc apphcable: 1985 19x4 1985 19x4 1985 19x4 1985 19xt

Operating Revenues $1,280,8A9 $1,19* 151 $919,204 $)69,4 7 4 $1,057,757 $1.(NN.999 $1,111,204 $1,0lM,5(O,

Operating income 178,894 142,87x 116,692 146.717 170,150 1 x 1.979 141,a70 126,564
,

Net income 151,517 119.925 127,011 121. * () 145,618 151.576 120,406 97D6
Earnings Available for Common Stock $ 154,501 $ 10:374 $112,015 $ 106,112 5 110,621 $ 1.%s27 5 105.411 $ k l.995
Larnings per share of Common stock $1.16 $ 99 $.91 $94 $1.07 $12 4 $.no $ 74
Average Shares of Common stod

Outstandmg 117,an9 1016;2 121,018 10x 191 122,129 110,051 12A,olo Illct19
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Management's Discussion and Analysis
of Financial Condition and Results of Operations

The Company's financial condition and results of operanons are May 1,1986, the Company wdl become the subsidiary of a hold-
affected by numerous factors, includmg the timing and amount of ing company named pubhc Semce Enterpnse Group incorporated.
rate relief, weather, the extent of sales growth, the levels of oper- The purpose of the restructunng is to create a corporate structure
ating costs and carrying costs of both utility plant construction for diversthcation mio non-unhty businesses, and to enhance the
and underrecovered electnc energy costs. corporation's overall fmancial strength. The electnc and gas

On December 13,1985, the Company filed a petition with business wdl conunue as the pnncipal busmess of the new
the Board of Public Utilities of the State of New Jersey iRpUi for corporate structure.
higher rates which are designed to increase revenues by $633.6

#''"#"8' *"# "d*"#*milhon on an annual basis. The request is comprised of $569.2
Eamings per share of ( ommon Stock were $196 for 19MS, an

milhon for electric service and $64.4 mdlion for gas service for an I"' *''' d I * * ~3 * * I9"#
overall rate increase of 14.2%. The requested increase m electnc

The slight gain was pnmanly attnbutable to the $2M6.4
rates is designed to reflect the full cost of Iiope Creek in rates at

million annual base rate increase whah went into ctfect on
the time the unit is placed into commercial operation, vanous March 23,1984, higher total kdowatthour sales explamed below,
general increases in other electnc costs and an anticipated $277 and greater AtDC due to the contmuing construction of Hope
million decrease in the electnc Leveh:cd Energy Adiustment

Creek.The increase was tempered by the eticct of a greater
Clause (LEAC) pnncipally as a result of Hope Creek generation. number of shares outstandmg greatcr operatmg expenses texclud-
The petition for an increase in rates is pnmanly attnbutable to the ing fuel costs), pnncipally higher mamtenance, labor costs, taxes
full inclusion in rate base of the Company's share of Hope Creek.

and depreciation. Eammgs were also reduced approximately 7c
The Company's financial condition reflects the near com- per dare e to ec greater wnted of redacement enem com

pletion of Hope Creek, a 1,067 megawatt nuclear unit owned 95% aH%ed by the EpU m 1985 over 1984 and appnmmately 3c
by the Company. As of December 31,1985, physical construct on per dam to de a ndonmenu d uramum pmicca Ne
was essentially complete.The overall start.up, testing and turn. Energy Costs below and Note 4 of Notes to Financial Statements !
over of plant systems was about 93% complete. At that date, the Earnings per share were $3.95 for 1984, an increase of 55c or
Company's share of expenditures was $3.70 bilhon-includmg 16Mrom 1983. Increased revenues reflectmg the March 1984 rate
$726 milhon of allowance for funds used dunng construction

increase and greater sales explamed below, outpaced the nse in
(AFDC). Construction is proceeding on a schedule which would

operaung co mm wem a uce ue the de wnte W
permit nuclear fuel to be loaded in the hrst quarter of 1986. Fud of replacement energy costs dnallowed by the BPU and the aban-
load requires a license from the Nuclear Regulatory Commissmn donment of a hquefied natural gas proiect. isec Energy Costs
(NRCl which is solely within the control of the NRC.

below and Note 4 of Notes to Financial Statements I
The costs of construction of Hope Creek are subiect to a

Common Stock dividends have mcreased for the last three
cost containment agreement approved by the BPU in July 1983' years nsing to $2.81 in 1985 from $2 70 in 1984 and $162 m 1983
This agreement proudes for an camings penalty for the company g g gg gy g 7
if its share of construction costs exceeds $3p bdlion. The fmal respectnely. Total Common Stock dividend payments in 19M 3
project cost will exceed the cost cap figure, and the Company.s mcreased 18% and 36% over 1984 and 1983, respectively, due to
current estimate of the cost of the plant is between $4.15 bdhon the greater number of shares ou'standmg as well as the higher
and $4.3 bdlion.The current estimate could result in a reduction dd d W'
of camings in 1987 and future years of between approximately 5e
and 8c per share of Common Stock under the formula pronded m nevecues and sales
the Cost Contamment Agreement It is difficult to predict the Hec tne
final cost of the project as it nears completion because of numer- Revenues increased 6 5% in 1985 pnmanly due to the impact of
ous preoperational items and imprecision as to the timmg of the the March 1984 rate mcrease and greater ules. In IW4. clettne
testing and power ascension programs which must be adjusted to revenues increased 9.6% due to higher rates and improved sales

meet problems as they may anse. lSee Note 7 of Notes to Financial Electnc energy costs follow amounts recovered through revenues,

Statements.) as permitted by rate orders and therefore have no cficot on
Certain problems expenenced by other utihties which are cammgs

constructing nuclear generating units could have an mdirect The components of the above changes are highhghted m the
effect on the Company's operations and fmancial condition, be- table below:
cause of common regulatory requirements, such as those of the
NRC, and because industry events in some cases may affect the la"g"']mg
price of the Company's secunties m the capital markets, where

., ,, ,
the Company must compete for mvestors fundt unynm,monum 56 !2s'

In July 1985, the Company's Board of Directors approved Kiin..rihour uks 71 62

"""I"""""""" * W
| a draft plan and agreement of merger to provide for a corporate

S'" '"^
restructunng of the Company's operations and authon:cd the of-
ficers to (Jke the steps necessary to effectuate the plan. The neces-

1985-Ele tric kilowatthour ulcs mcreased 13% Residential
sary regulatory approval was obtamed from the BpU in January

ules were rdauvQHat, unpronng shdth over last gat Both1906. If stockholders approve the proposed restructuring, effective the Residennal and Lommercial sales categones reflect the impact
of the metall cooler,less humid summer weather expenenced
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this year compared to 1984. Temperature humidity index hours A record total of 31869 milhon megawatthours was gen-
dropped 5.7% from last year. Sales lost in the Commercul category crated, purchased and interchanged, a 2% increase over 1984,
due to the cooler weather conditions were more than onset by the pnneipally due to the growth of high technology and service
ongoing growth in this service oriented category. The lackluster onented facdines in our semcc area. Higher generation, mamly
performance of New Jersey's manufactunng sector throughout due to the performance of salem *tation, which achieved a Umtcd

' 1985 depressed sales in the Industnal categorv. On August 15 states record for power pnx!uced by any type of generanon-
1985 records were set for a 60' minute net peak load of 7,721 mega- nuclear, coal, oil or gas-accounted for most of the mcrease.
watts and the maximum day's output of 149,457 megawatthours. On July 11,1985, the BPU determmed that approximately

1984-Electnc kilowatthour sales mcreased 2.7% Residential 522.5 rmlhon of replacement energy costs should not be recosered
sales declined slightly, pnmanly the result of the cooler weather imm customers.The $215 milhon is composed of $196 mdhon
experienced dunng the summer of 1984 compared to 1983, w hde associated wah the Peath IWttom 2 pipe replacement outage and
the improved economy dunng 1984 helped to increase sales m $2.9 mdhon awocuted with the salem 2 water hammer outage.
both the Commercial and Industnal categones. Although the Bee table below and Note 4 of Notes to hnancul Statementst
overall summer weather was cooler when compared to 1983, As a member of the pennsylvania New Jersey-Maryland
on June 11,1984 recc.rds were set for a 60-minute net peak load Interconnection and as a party to sescral agreements which pne
of 7,412 megawatts and the maximum day's output of 144558 vide for the puxhase of asadable rower from neighbonng unhties
megawatthours. A monthly record output of1452 mdhon the Company is able to optmu:e its mix of mtemal and extemal
megawatthours was attamed m August. sources usmg the lowest cost energy avadable at any given time.
Cas Total clectnc energy costs mcreased 11% m IN after an
Rtvenue> improved 2.1% m 1985 principally due to the impact of increase of less than 1% in 1984 as desenbed below:
the March 1984 rate increase.This increase was negatively im- ___ ,
pacted by the one-t me refund to customers of $112 mdlion and a w e ""c" "'

"""'#' I
mns of IWarc n i9*4 i m n ivoreduction m the raw matenals adiustment charge, both ordered by
Changt m pnas paid for f al wrphu

the BPU dunng the latter part of 1985.T he shght decime m 1984 ana gwa pu,th ,cs 5 isy $tu
gas revenues was mainly attnbutabic to the one-time refund to hd"wanh"ur outrut 21 n

^d["' "[j,';';'[',;''"["'|f hcustomers of $42.9 mdhon ordered by the BPU dunng the 'a3t |, m - p,

quarter of 1984, which was partully oftset by higher sales. The RctLument mun aan for w hah
'

refunds mentioned above resulted mamly from an overrecoverv .

wu~us w 2, an2nowoi s amu i4 s

I i 5 " 5 4
.

of gJs costs dunng the pnor leveh:cd penod that was attnbutable
pnmarily to lower than anticipated pnces for pipehne gas and 4, un, m, wg gm a m,n m,, ,g,ih m th< ican 1v619mna
substantial purchases at lower pnces on the spot market. Gas fuel IvWmounted to $2a puumn. 5 W4 m Hinn and $ ic rmumn rmanch n
costs follow amounts recovered through revenues, as permitted "" '''"'"w'"o"'"""i rnor r<nal unwo+ou u a a si nuumn m wmna sumilhon m
by rate orders, and therefore have no effect on earmngs

The components of the above changes are highhghted m the Gas costs mcreased Icw than 1% m 1985 and were 4 % lower
table below: m 1984 Contnbutm factors are shown below:x

Inucaw or threw I ins cx or , threwe

Changa m base rares slo 5 26 Changt m roto pai for x s suppho_
| w4 u ivu%lhons of IWbn' 196 u tw4 ivus n 190 %) hon, of I Wbrv w u n 19=4
j $U ! $49

Rewvenn of ga w+ts W to g suaharge rebt< J to non produt non t.

Therm sales 2- Il r.n o nti 9
Other operatmit roenun 1 t R(fund nom Prwhnc +urt en ;10 12h

Therm wnJout 112 40gg ggg
Adintment ol adual unh to man h
'""""" '""^'""""" * "A.Indudes the effeu d 513 2 nu; bon refund t auwomos m ivd ar j $423 rmbon -

m waa. s I sw

1985-Overall gas heatmg sales remamed relanvely flat 4.kokumu un&r wu4uut m onn .hu m the uan tvn amna we
when cornpared to 1984. Heatmg degree day s rose only .4% over '"'""""d

'"s *5 " '"'*"" ww! ""a 5 2 4 nu n. 5 "' ""w"""
""""" h "",9 rttuna,

52 E "" '"d "'d"
noncn or nuumn m an mn m u wikus in tua o

hst year. Since early 1985, switching of certam dual-fuel Commer- in ono,mo. u su mnhon and 5 3' nem rewme
cul and Industrial customers fmm gas to lower pnced od has )
depressed sales in these catenones. Industnal sales have also been Liquidity and Capital Resources

affected by the ongomg slowdown m New lasev's manufactunng G, unpanQ hqunlay is ahnted pnnapauy by the constme-
.

' Don pmgum. hnandng com awouated we un&nnosadactivity.
1984-Cas therm sales mcreased by 4 5% Therm sales clatne eng cosa and to a lewa brec, h otha capaal re- 1

improved over last year in all maior customer categones The quuanenn sua as inatunng debt. reacqmsamn of secunnes and
"" "*I"" ''4""""'""~N''''P""I'''""''''"'" ' ' "general improvement in the economy donng the > car and the

colder weather cady in 1984 favorably impacted all categones. mat thew requuanenn .ne funds fnnn ino'nul genaanon and
extertul f aunang. Internally generated funds depend upon uo-

Cnergy Costa nomic conditions and the adequacy of timelv rate rehef, as to
Electric encrgy costs and gas fuel costs are adiusted to match which no awurante can be given. Accew to the long term and
amounts recovered through revenues and hae no etfect on earn- short term capital and aedit nurken is necewarv for obtanung
ings. However, the carrymx of underrecovered energy wsts ulti-
mJtely inCrcJ5es fmancing costs.
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funds externally. The Company expects to generate approumatelv Short Term Financing

two-thirds of its capital requirements for lYh6 f rom operanons. For mienm fmancing, the Company n authonzed by the BpU to

'"U'"'' " "" " " " " " " ?" " " " ' " "
Construction Program standmg Jt any given nme. Ihis Jvallabihty or short term tmane-
The Company maintains a contmuous construction program, mg proudes the C,ompany flexib hty m the issuance of long term
which includes payments for nuclear fuel. .This program is penod- T he Companyi average daily short term debt dunng
ically revised as a result of changes m economic conditions, and '".""*''''$72 mdhon -517 million ahne last years average.19 m was
depends on the abihty of the Company to finance construction At year end the c.ompany had $107 milhon of short term debt
costs and to obtain amely rate relief. Changes in the C,ompany's outstandmg, excludmg 56 milhon, which was reclassified as

-

plans and forecasts, pnce changes, cost escabtion under construe- Long-Term Debt.
tion contracts, and requirements of regulatory authonnes mav As mentmned aNae, the Company has a Credit Agreement
also result m revisions of the construction program.

"'.the nsuance of renAnng"" *""' "
Construction expendnures of $1.2 bilhon in 1985 and 5964 'f'""I "

"' "*I'"Y " ' ' ' '" * " " " "# ' * '#' ~
milhon in 1984 include AFDC of 5196 million and 5159 milhon. ment wah a group of foreign banks. under which the Banks have
respectively. Construction expenditures are estimated at $3 0 bd-

'# "* '"" "# " * ' " ' " " ' " * " " ' " " " "'
hon for the five years endmg in 1990 and mclude AFDC of about sn months at a rate based upm the bmdon Interbank Ottered
$240 milhon. Rate for depouts m United States Dolbrs.1hese agreements

These estimates are based on certam expected completion provide the Company with an mtermediate term soun e of funds
dates and mclude anncipated escalation due to mtlatmn of ap-
proximately 6% Therefore, construct on delays or inordmate Cash Position
mtlation h*Vels could cause sigmficant mcreases m these amounts. The Companvi cash rovnon decreased $87 4 mdhon since
If Hope Creek bexms commercial operanon dunng the second year-end 1984 The commnents of the decrease are:
half of 1986, the Company expects that, wnh adequate rate rehef, ,**"*m i '""" 3 k "=as to which no assurance can be given, it wdl be able to generate ___

'

'

internally almost all of its construction expendaure reqmremena ('( 5y
for the next hve years. iwan,m u m,is m sna m

Gmmerual P4;x r %0
Lon ~ Term Financing g ammausi yma mle,awa w tag iam tw l 's n

es m i imi ! smThe Company raised more than 57a3 milhon through sat
1985 of $125 mdlion of First and Refundmg Mortgage Bonds and
5;al milhon of Common stock, and, on January 14.19s6, s'5 Customer Accounts Receivable
milhon of First and Refundmg Mortgage Ikmds on the European At December 31,1985, customer accounts recenable appnni-
market. As a result, the Company's mterest and dividend re- mated 5354 mdhon ; excluding unbdled revenues of $210 mdhont

quirements have contmued to mcrease. as the Company n contmmng to hnante large rnenables from
At December 31,1985 book value per share amounted to us customers. Net wnteutt of uncollect ble accounts in 19 5 was

$2834 compared to 527.17 at December di,198L The market down 31% to approumately $28 mdhon, a decrease of $13 mdhon
value of common shares expressed as a percentage of Niok value from last Sear. Net wnteuti per $100 of revenues was down 32
was ll2Eb and 9K5% at year-end 1985 and 1984, respecovelv. cents to 64 cents compared to 1984, the result of improv"d col-

In add: tion to penmhc smkmg fund redemptions and the lection procedures and contmued improvement m the cmnomt
proposed redemption of 569.250 nulhon of prcierred stock, hve The lesel of the Companvi rates and a BpU requ remt ne pnr
mortgage bond issues aggrepring $270 mdhon wdl mature by the hibitmg the termmation of clutnc and gas sen we dunng wmter
end of 1990. months to fmancully needy customers ako have an impact upon

Under the terms of the Company's Mortgage and Restated the level of receivabley. untolla tible accounts and not wnte off

Certincate of Incorporanon, at December 31,1985 the Company t hereof.

could issue an addamnal $2.115 bdhon pnncipal amount of
. Effects of Inflation

Mortuge ihmds at a rate of 10 625% or 51.M7 bdhon ot preferred . ee t of indanon on the Company was sescre dunng the
Stock at a rate of 9.375% present plans for the imamder of 19x6

peruxi 1979 through 1981 when the Average Consumer pace
call for the issuance of debt and equity setunnes. Index iCpl U1 retlated mc reases of over 10% Smce 1981, the m.

In f ebruary 196 the Company renewcd its t.redit Agree- Hanon uw has modcowd & incwases m the CII U m 1982,
ment with 12 domestic banks to May 1,19k6 for the nsuance of 1983,1984 and 19% were 613,3 2% 4 31 and a.6%, respu tively.
revolvmg loans up to an aggregate of 5200 rmlhon to be outstand. Even though the rate of milanon has dropped below double thgit

.

mg at any time. The agreement permas the Company to mnvert ows, t cost of capaA h n remained wlansch Ingh danng a
the outstandmg babnce at the end of the penod to threeqear ome when subw"ul mnounn must be uned in the capual
term loans, Also, the Company h.n the nght, wah the consent of

"" "'"""d""''""'''"'"""
the banks, to extend the agreement on a year to-year baus. f or addition.d information on the effects of thangmg pnces

In addition to the domesoc upital markets descnhed aNac,
we Note 9 of N.ites to Imancui Statements

the Company hsts its Common Stock on the bmdon stock Ex-
change, bmdon, England and the 57;fxx)(xx) first and Refundmg

|
Mortgage ihmds have been inted on the Luxembourg stock
Exchange.
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Operating Statistics
I
l

l
!

9, Annual jt

inc. itkc )-
'1985
|compared with

(Thousands of Dollars where apphcable! 1985 1984 1984 1975
Glectric 1

Revenues from Sales of Electncity l
'

Residential $ 918,911 $ 883,652 3.99 8.33
Commercial 1,236,027 1,111,175 11.24 11.15
Industnal 774,963 749,725 337 8.53
Public Street Lighting 43,784 42,164 A85 6.48

Total Revenues from Sales to Customers 2,973,687 2.786,716 6.7 I 9.43
Interdepartmental 1,877 1,810 3.70 1.78 j
Total Revenues from Sales of Electncity 2,975,544 2,788,526 6.71 9.42

|Other Electnc Revcnues 25,000 27,715 (9 80) 19.09
Total Operatmg Revenues $ 3,000,564 5 2.H16.241 6.55 9 48

Sales of Electncity - megawatthour3
Residential 8,390,658 8,373,471 .21 1.00
Commercial 13,313,639 12,452,020 6.92 4 00
Industrial 10,290,711 10 444,412 (1.47| .14
Pubhc Street Lighting 300,612 301.702 1.3 61 1.59

Total Sales to Customers 32,295,620 31,571,605 2.29 1.81

Interdepartmental 24,848 15,796 13 521 14 6II
Total Sales of Electncity 32,320,508 31.597.401 2.29 1.80

Megawatthours Produced, Purchased and Interchanged - net 34,849,192 34,178,862 2.02 1.77

Load Factor 51.6 % 52.4%
Capacity Factor 31.3 % 32.6%
Heat Rate - Btu of fuel per net kwh generated 10,692 10.616 72 .10
Net Installed Generatmg Capacity at December 31 - megaw atts 9,007 8,991 D9 .28
Net Peak Load - megawatts |60-minute integrated: 7,721 7,422 4.(1) 2.10

Temperature Humidity Index Hours 15,720 16,677 (5 74) 1.45

Average Annual Use per Residential Cusramer - kilowatthoury 5,494 5.543 L88) .27

Meters in Service at December 31 - Thousands 1,788 1,769 1D7 .57

Gas
Revenc:, frem Sales of Gas
Resider.tial $ 751,339 $ 717,286 4.75 11.23
Commercial 407,07) 393,197 3.53 14.77
Industrial 242,767 263,080 (7.72) 16.14
Street Lighting 372 369 .81 12.36

Total Revenues from Sales to Customers 1,401,551 1,373,932 2 01 12.91
Interdepartmental 1,321 1,6x 2 (21 461 7.40

Total Revenues from Sales of C m 1,402,872 1,375,614 1.98 12.90
Other Gas Revenues 5,618 4.269 31 R) 43.29

Total Oreratmg Revenues $ 1,408,490 $ INO.HH3 2D7 12.94

| Sales of Gas - kilotherms |
' Reudential 1,019,A50 I I,019.025 D8 .52

Commercial 614,059 628,855 .83 154

Industnal 468,449 495,719 15.49) 3II
Street Lighung 736 139 6.18

Total Sales to Cusmmets 2,123,134 2,143,938 197) 1.88

f riterdep artmenta 2,540 1,377 124 791 12.3 01

Total sales of Gas 2,125,674 2.147,315 (l 0 11 1.M8

Gas Produced and taurchased - kilotherms 2,218,818 2,249,3i2 (1.36) 1.98

Effective Daily Capacity at December 31 - kilotherms 19,990 19.8;6 .67 .21

Maximum 24 hour Gas Sendout - kilotherms 17,994 14,927 20.% 4 97

Heating Degree Days 4,764 4,743 .44 .24

) (1.1 61
(.101Auraxe Annual Use Per Res.dential Customer - therms 851 863

I 2M .4 M

| Meters in suvice at Deccmber 31 - I housands
1,422 f .Mi

:
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' 1983 1982 1981 1950 1975

5 829,967 5 791,279 5 723,642 5 684.113 5 413(XR
984,499 981,795 M71,377 765,356 429.425
656,850 716,662 684.976 598.71(i 111,749
38.672 3 7,8(19 33.249 32.693 23 375

2,540.018 2,527,;4; f 2.318.244 2.081,108 1,2075;7
,

I,863 1,709_ 1.612 1720 f.;73'

2,541,881 2,529,254 2,319,856 2,0x2.828 1,209.130
28,576 13,937 2,t 56 1.072 4.3;x

$ 2.570,4;7 5 2.;43.191 5 2.322n42 S 2.033 9(x) I 5 121348s
i

8,402,397 7 686,548 7,79; 988 | 8,129,198 7,;94.9(>t
.

11,753.667 11,114 65; i 10,940,(419 10,726.(N6 8.991 ki;

10,283,784 10 017,613 10,923 042 I ID19.642 10.144.9174

302.053 301,6(11 275.489 26; 126 i 256,7;;
; 30,741,901 29,120,419 29,93;,128 30.170.0;2 [ 26.99;49I

27,h(X) 25.154 25.;fi7 2 7,6k4 | 39,910

30.769.701 29.I4; ;73 29.9(41695 .V) I 97.736 i 2?nli40I. .

) 33,391,01I | 31,563.2.11 32.2nl 191 i 32.7al;nt 29,2 ;; 62x
52.6% I ;l.'% 52.3 % ;2(r0 ;3 3%'

! 31.6 % At 7'u 332% i 3;6% , 30l'O
10,717 10.677 10,72; I 1(1713 i 1(),;N 2

,

; 8,999 M.99; i 9.101 ( 9.242 H.7;6
7,244 7f)12 I 7,(114 7,!59 6,270

17,262 12,15; I;494 i 16.;26 iA612
5.602 5, t 56 9.26I i i,443 | ; 34s

.

1,757 1,746 1,739 | 1,732 ! I ,(> x 9

I I

<

$ 746,2f X) S 716,30M S Nll,521 ! $ ;15,013 | $ 2W O9;
396,1;9 371,027 302,2x l ! 228.;77 ! 1()2 6;(,
246,408 241,437 240.7 I i 164 762 ; 1,36:>

; 358 3;0 290 2%2 116

1,389,125 1.129,122 1,147ful 9(1s634 416.236
1,011 1.068 1 O'5 92; // 7

> >

I,390,136 1,lV).190 1,148.878 | 9(r).;;9 i 41(w3
2.A19 59; 7 12 |

;9; ! _I_; *
_ w

S 1,392,475 5 1310.7x; S 1.149/11() { S 910.158 ! S 417417

i

995,6M6 991]>47 991,527 | f)21,(12 7 I 96x.45 7

460,601 46;,H3; 514.136
,

5(n.5;f) | 447,(.00596,k68 381,739 i;;.8(6

l 437,871 311.957
327 33l 334 L Ali , 448

2,053,482 2,012,;52 2,061,801
|

1,9 77,.1x6 |
1,761,478

1,857 2.(P)() 2,4.4 ) , 2.522 | 3.2n1

2.0;;.339 2444 642 2(66211 I l.97'17(18
'

l .7(v! 68 2

2,1;l,417 2,14xx19 | 2,I4;32; 2,077,6;.1 i f .M 2.1.191

15,612 16,201
~

19,010 I K,439
'

19,57;19.129 19,139 1
14,812 11.444 . 11.077

4,677 4,H 2O ;()M2 5,2;6 ! 4 fi;)

M;0 H;) ,h;7 M7; } 862
1.392 1.3x1 1,,17 M 1.17f) i I .li;

|

|
|

|
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Financial Statistics

1984Ohmtsands of thllars where arrhcabici 1985
_

Condensed Statements ofincome ( Al Amount % Amount %

Operatmg Revenues
Electnc $ 3,000,564 68 52.816.241 67
Cas 1,40A,490 32 1 379,MM 33

Total Operatine Revenues 4,409,054 100 4.196.124 |(X1
_

Operating Expenses
Operation

Fuel for Electric Generation and Interchanged ther-net 965,966 22 872.h0; 21

Gas Purchased and Matenals for Gas Pnxtuced A24,648 19 822,5k3 20
Other 546,267 12 527,371 13 |

Mamtenance 291,437 7 269,974 6 j
Depreciation and Amortt:ation of Uuhty Plant 222,961 5 211,18M 5

Amortt:ation of Property lesses 55,263 1 SM,97 5 1

Tnes
Federal income Taxes 266,379 6 2%308 6

New Jersey Cross Receipts Tnes 557,270 13 529.6;* 13

Othtr 51,075 1 50.132 1

Total Orcrating Expenses 3,7Al,268 86 3.;97.9s6 86

Operatmg income
Electnc 547,341 12 527,625 12

Gas 80,443 2 70.513 2

Total Operatmg Incorne 627,786 14 598,13H I*

Allowance for Funds Used Dunng Construction (Debt and Equitvi 195,A45 4 158,792 4

Other Income - net 10,214 12,866
,

Interest Charges ] 289,293) (6) (279,7671 (6)

Income before Extraordmarv items 544,552 12 490 029 12

Extrar-dmary items, net ..f income tax:
Unrecmcrable costs e,f Atlantic Proicct
Gain on sale of Transport of New Jersey

Net Extraordmary items

Net income 544,552 12 4'Xt029 12

Preferred and Preference $ toc k Dividends 60,002 1 60 221 2

Trmnes Available for Common stot k $ 484,550 11 5 129 x0x 10

Shares of Common Stock Outstandmg (ThousandC
End of Year 131,699 112.5M
Average for Year 122,344 10H,914

Earmngs per average share of Common stock 5 3.96 5 39;

Dividends Paid per Share $ 2.Al 5 2.7()
71 % 6CL

Pasout Ratio
Ratt of Return on Average Common Equity ;Cl 14.03 % 1443b
Ratio of Earnings to hwd Charges Before income Taxes ;D' 3.76 361

thk Value per Common Share iEl $28.04 527.17

Utihty Plant (H $10,977,321 59,H 7(1,4 29

Accumulated Depreciation and Amortization in j % 2,502,594 52,320,140

Toral Assets iH i $10,4A7,051 59 660 6 * t

Capitalization
Mortgage bonds $ 2,945,723 39 52,H77,s l M 41

Debenture lionds 213,933 3 22;,g;s 3

0:her Lung-Term ikbt
Torallnne Term Debt 3,164,641 42 3.I( M I) 41

{ Other inne/ Term Oblicatmns (H I 5A,317 1 | | 22.917 2

| Preterred stock with Mandatory Redemptmn 1 65,000 1 i 137.750 2

| Preterred stock without Mandatory Red mrtion ! 554,994 7 | 5;4991 M

51.40 thvidend Preference tommon stock and Comme,n stot k 2,504,945 31 2, tin;,923 2x
557 %7

Premium on Capital stock
Paid in Carital

26,145 26.1 H5

Retamed f arnings 1,212,849 16
.

l.09%219 16

lotal rommon f omtv 3,764,516 49 3130 M*l 46
1

| 5 7,611,504 100 | 57 089.91 M |(#1 i

| Total Capitahzation

oce wanrnan e4 %gninant Am,unong h t.un N..tn to hnuiuel Wu nw ntt anil Mann nw ot s Dm u3w n vul Arub m id hun ul Con 44.so aml Route, of Op noi.en
O Ixiluda the net cutraoranari pn of 5(.JIMio or $IN p r 4an
C. Mene avolAle for il 40 Dnulcnd fn krent c ( v.minon % Ir el( unmon % b in. led by the dum en omn'h an tw of Coecnmn iqmtv

40
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1983 1982 1991 19so 197;

Anmunt % Amount % Amount % Amount %. Amount %

$2,57(1.4;7 6; $2,54 4.191 66 $ 2.322.042 67 $2,0RlM io 7t) $1,213 488 74
1.392.475 3; l M O.78; 34 1.149 610 Al

[
910.153 31 417,n17 2(i

1962.932 100 l 187A976 IlX) I 34716;2 IlX) l 2.994 0;4 1(N) 1 630 ;2; |(10

i, !
'

I

868.977 22 9;9,382 2; !.059,539 31 1 866502 29 478.312 30
8 %.018 22 H 21.479 21 692319 20 1 513 988 17 198 6;3 12
Mll.;6S 13 4;2,11; i1 38;.149 II )
238,766 6 220,456 6 192.76x 6

'

322,220 1I 201.2 A6 12
169.813 6 | 84498 ;

201,787 5 192,560 5 | 17K;42 5 169,947 6 122,775 x
49D10 1 4AM; I i 15.362 I I l .024 4 48

191 AU 5 176.(x19 4 11 R 737 3 131,178 1 58,368 3*

511 760 13 ;14,266 13 46109; 13 4(Xiuto 13 217,10i 13
44.041 1 35.97; 1 12.xs4 31850 1 21n62 2

I 3 | l ? 3x; 9t) t, 2 616.902 87 1.3st ).29,1 x;1468.982 88 1419 ;17 *s
I

421,364 10 341213 10 2 k%D8 7 8 307 172 10 217,429 I4
7 7,%(i 2 71.24(i 2 66.180 2 . 69 7hl) 3 32.kd4 2

49,.1,9;0 [2 4;4,4 ;9 12 Us/67 10
|

377 152 13 250.232 1;

12F.592 3 91,427 2 9; 6'9 3 77,5;2 2 41.12; 3,

11,60; i 17,;78 1 I; 750 | 111 2 ; 9 1,7 %
.

!
.

61
,

t24; 36W 6; j (220 6371 . , . :201.;99: I i(d ; (136.7(19: Nv__ f i k9.it.21
3 k 9,779 10 j 342,827 9 268.147 7 | 2 % 501 9 I I;4606 10>

h >

4
1 i I
'

| |13 219i
-| __ _

, 1944;

[ 6m |

! 2%),717 9 l iM,(4)(i ll)3k9,7 79 10 | 312.827 9 2(>ll17 7

i % 234 2 53 A6; 2 ;l .; 18 I i 16341 l 36 (Ils 2
- V'a

, s m ;I; s i 5 2n v62 i 5 2 n;99 n '5 2n n s 5 i 2 t;9s s
;

<

1

' i

102,M ;8 ! 98 % I$ Mb oX9 76 613 ;6,;23
i

97,467 59.233 80 962 | 71069 |
;4 ;13

$3 40 $ 1.2 8 5264 | S ill W j 512;
' $172$262 52 ;3 52 11 $2 29 i

; 77 % 7H1 940 j 7.ll, tit | 76 %;
'

1266% | 12.22 % V 79% l l .63't 9(11%>

[an w n7 All , 2 ;6

$26.?6 52;90 52;66 526 3x ! $2501
$9.017.9;l $N 16; 110 $ 7. 4xi ll ; $6 9 8; 826 | 58.920 ?6;..

*
$ 2,21 -3,1 1; $ 2.0 86. I'2 i 51,87 7,x l ; 51.7(11912 : 51.078.121i

54626 346 1 57 96x x61 i 57 3.48 196 | 56.737.1 ? i | S i 1711734

$2.l;2.9;4 av $ulu42 40 su lO x3; 40 $wil.n6 li si.lismit 36
231,98; 4 238 610 1 269,268 ; l'6,;90 ; 380.619 10

720 1,2( X ) 193 60fl .I

2 6M 4 899 il 2 ;79 782 Il 2110H24 4; 2319386 16 1.9;107.4 ;0

l livMl; 2 | 11M.819 1 I 60fM6 ! ! 6 l (173 1 i

! ! 139.;(#1 2 i ||12;O 2 i 77914 2 l l'i 7;(1 1 i .li t u ai |

| ;;l.998 9 | ;;t998 V | ;;l998 10 | % 1.9'11 ll 1 17 8.9'J l 12

1,792,4 tl) 29 1,6 |() M 79 27 j 1,l/ 1,7.19 26 | 1.2 M l fi l 2; i M;iM71 22
;;7 is7 i

;;7 ( B7 i i;O
| 26fNi i 26 0/d I26. ! I l I26IH; 26.1 x ; I

6

| xill*l 16 , ;19061 18964617 1; xxx,262 I; | 827,197 I;

vss;, ii r zum ii o ywa a ! 'iw9s ai ! munO - 37

| $6 2M l 907 IfW) i $; h90 42M l(X) l 5; (NI 7 U liif f i %;lh 71N' llWI i NIN%ii9? IlX)

l u l. .I L'. l o. .I t h er. I r . .! ( l. r, e s m. Ll. le n n. se& % t inwmt gh lo .,em im * l h to r. .I im e I w s bn sinn of I n t r .h ao f I a il i (| , i4

dio len.r 14 rm .m l usirt le ten i A 1,t (98 < r I a v 1. nn ( n lic et i..r. . ( )r h. r l .r, r. 4: F 41. ri s ,1 se ert.< m l'' t i .s's ir n so si t i.1.it iri t. i e i!
F.1.a el t e.eum n & | an Jn idol l+ y i,av i n I t ..too...n Nr.w b sh.m s plus 4. M ih si m I b . l. o I i n t, , ,.te. m. +%b4.
F, Yi. af t l'/M 6 |'/M I f s st aft d fe a s s geb. flu hi s of fi. M t | ts seln ei n it
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Corporate Information

an~I =~tu se A me.u uetu,,e
riesse note that the Annual Meeting of Stockhoidens of Comensen eesst Preference:
the Company will be held in Newark Symphony Hall,1020 New York stock Exchange
Bmad Street, Newark, N.J. Tuesday, April 15,1986 at 2.00 p.m. Philadelphia stock Exchinge
A summary of the meeting will be sent to all stockholders Iondon Stock Exclange (Common only)
of record at a later date.

Pre 0erroat:

AaMitlenelNeporte AveldeWe-Ferne f0.K New York Stock Exclange

Stockholders or other mterested persons wishing to obtain
a copy of the Company's 1985 Annual Report to the stock syssehef:pso

Secunties and Exchange Commission, filed on Form 10-K, The table below shows the quarterly dividends paid for the

may obtain one without charge by writing to the Manages- penods indicated and the hw,h and low Composite pnces of
such stocks.Investor Rslations, Public Service Electnc and Gas Company,

P.O. Box 570, T6B, Newark, N.J. 07101. The copy so provided
will be without exhibits. Exhibits may be purchased for a C*"'neen steek
specified fee. 1985 1984

Dividend 71** 6Rc"
FineneJelenar statietteelmoview

PriceA comprehensive statistical supplement to this report,
conttining financial and operating data for the years First Quarter 27%.25h 24 % 20 %

1975-1985 will be available this Spring. If you wish to Second Quarter 32 % .27 % 23 20%
receive a copy, please wnte to the Manager-Investor Third Quarter 32 % .26 % 25h 21%

R:lations, Public Service Electric and Gas Company, Fourth Quarter 33%.26 % 27 %.24 %

P.O. Box 570, T6B, Newark, N.J. 07101. *6u hn Quaner only v4 hn ouaner only

Treno0er Agente S 1.40 DivMonet Preserence Conwnen steek
All Stocks, 1985 1984
Morgan Guaranty Trust Company of New York,

Dividend 354 35c
30 West Broadway, New York, N.Y.10015

PriceStockholder Services,
First Quarter 13 12 12 11%

Public Service Electric and Gas Company
Second Quarter 14 %.12 % 11 %.10 %50 Park Plaza, P.O. Box 570
Third Quarter 15 -13 % 11 %-10 %Newark, N I. 07101
Founh Quarter 14 %.13% 13 %.10 %

Regietrere
All Stocks, stockheMer kreerneetiere - TeII Free
First Fidehty Bank, N.A., New Jersey New Jersey residents (8001242m13
765 Broad Street, Newark, N.J. 07101 Outside New Jersey (8001526-8050

Morgan Guaranty Trust Company of New York,
30 West Broadway, New York, N.Y.100l5 security Anelvote enetInetitutlenelInveetere

Manager-Investor Relations (201) 430-6564
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