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CHAPTER FIVE

OTHER MATTERSMATTER TO BE CONSIDERED AT THE PSEG ANNUAL MEETING

PSEG PROPOSAL ELECTION OF DIRECTORSDIRECTOR

CORPORATEGOVERNANCE

MANAGEMENTOF PSEG IS UNDERTHEGENERALDIRECTIONOF THEPSEG BOARD OF DIRECTORSDIRECTOR THE PSEG BOARD OF DIRECTORSDIRECTORHAS

ADOPTEDAND OPERATESOPERATEUNDERTHE PSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEWHICH REFLECTPSEGSPSEG CURRENT GOVERNANCEPRACTICESPRACTICEIN
ACCORDANCEWITH APPLICABLESTATUTORYAND REGULATORYREQUIREMENTSREQUIREMENTINCLUDINGTHOSEOF THE SEC AND THE NEW YORK STOCK

EXCHANGEINC THE PSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEARE POSTEDON PSEGSPSEG WEBSITE

WWWPSEGCOMINVESTORGO COPY IS AVAILABLEUPON REQUESTMADE TO THEPSEG ADDRESSADDRES UNDERWHERE YOU CAN

FIND MORE INFORMATION

UNDER THEPSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEAND THEREQUIREMENTSREQUIREMENTOF THENYSE THE PSEG BOARDOF DIRECTORSDIRECTOR MUST

CONSISTOF MAJORITYOF INDEPENDENTDIRECTORSDIRECTOR THE PSEG BOARDOF DIRECTORSDIRECTOR HAS ESTABLISHEDSTANDARDSSTANDARD FORDIRECTOR

INDEPENDENCEWHICH ARE SET FORTHIN THEPSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLETHESE STANDARDSSTANDARD REQUIRETHATTO BE

INDEPENDENTDIRECTORMAY NOT BE AN EMPLOYEEAND NO MEMBER OF THE DIRECTORSDIRECTOR IMMEDIATE FAMILYMAY BE AN EXECUTIVE

OFFICEROF PSEG OR ITSSUBSIDIARIESSUBSIDIARIE OR ANY COMPANY WHEREANY EXECUTIVE OF PSEG OR ITS SUBSIDIARIESSUBSIDIARIE SERVESSERVE ON THE

COMPENSATIONCOMMITTEEOR THATMAKESMAKE PAYMENTSPAYMENT TO OR RECEIVESRECEIVE PAYMENTSPAYMENT FROM PSEG OR ITS SUBSIDIARIESSUBSIDIARIE IN ANY YEAR MORE

THANTHEGREATEROF MILLION OR OF SUCHCOMPANYSCOMPANYCONSOLIDATEDGROSSGROS REVENUE NOR MAY ANY OF THEM RECEIVE MORE THAN

50000 IN DIRECTCOMPENSATIONOTHERTHANFEESFEE AND COMPENSATIONPROVIDEDTO DIRECTORSDIRECTOR GENERALLYOR BE AFFILIATEDOR

EMPLOYEDBYPSEGSPSEG INDEPENDENTAUDITOR IN ADDITIONTO BE INDEPENDENTDIRECTORMAY NOT BE AN EXECUTIVEOFFICEROF

CHARITYIF CONTRIBUTIONSCONTRIBUTION BYPSEG AND ITS SUBSIDIARIESSUBSIDIARIE EXCEED THEGREATEROF MILLION OR OF THECHARITYSCHARITYCONSOLIDATED

GROSSGROS REVENUE THESE LIMITATIONSLIMITATION APPLYFORTHREEYEARSYEAR AFTERTHE END OF THEAPPLICABLEAFFILIATIONOR ARRANGEMENTAS

DETERMINEDBYTHEPSEG BOARDOF DIRECTORSDIRECTORALLOF THE CURRENTDIRECTORSDIRECTORWITH THEEXCEPTIONOF JAMESJAME FERLANDTHE CHAIRMAN

OFTHEBOARDPRESIDENTAND CHIEF EXECUTIVE OFFICERARE INDEPENDENTUNDER THEPSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEAND

THEREQUIREMENTSREQUIREMENTOF THENYSE THISTHI DETERMINATIONWAS BASED UPON REVIEW OF THEQUESTIONNAIRESQUESTIONNAIRESUBMITTEDBYEACH OF THE

PSEG DIRECTORSDIRECTORRELEVANTBUSINESSBUSINES RECORDSRECORD OFPSEG AND THEAPPLICABLESEC AND NYSE REQUIREMENTSREQUIREMENT

PSEG HAS ADOPTEDCODE OF ETHICSETHIC TITLEDPSEG STANDARDSSTANDARD OF INTEGRITYAPPLICABLETO IT AND ALLITS SUBSIDIARIESSUBSIDIARIE THE PSEG

STANDARDSSTANDARD OFINTEGRITYARE AN INTEGRALPARTOF PSEGSPSEG BUSINESSBUSINES CONDUCTCOMPLIANCEPROGRAMAND EMBODYTHE COMMITMENT OF

PSEG AND ITSSUBSIDIARYCOMPANIESCOMPANIETO CONDUCTOPERATIONSOPERATIONIN ACCORDANCEWITH THEHIGHESTLEGALAND ETHICALSTANDARDSSTANDARD THE

PSEG STANDARDSSTANDARD OF INTEGRITYAPPLYTO ALLPSEG DIRECTORSDIRECTOREMPLOYEESEMPLOYEECONTRACTORSCONTRACTOR AND CONSULTANTSCONSULTANTWORLDWIDE EACH IS

RESPONSIBLEFORUNDERSTANDINGAND COMPLYINGWITH THEPSEG STANDARDSSTANDARD OF INTEGRITYTHE PSEG STANDARDSSTANDARD OFINTEGRITYARE

POSTEDON PSEGSPSEG WEBSITEWWWPSEGCOMINVESTORGO COPY IS AVAILABLE UPON REQUESTMADE TO THE PSEG ADDRESSADDRES

UNDERWHERE YOU CAN FIND MORE INFORMATION

THE PSEG BOARDOF DIRECTORSDIRECTORHAS HAD FOR NUMBER OF YEARSYEAR AN AUDITCOMMITTEE CORPORATEGOVERNANCECOMMITTEE AND

AN ORGANIZATIONAND COMPENSATIONCOMMITTEEEACHCONSISTINGSOLELYOF INDEPENDENTDIRECTORSDIRECTOR AS DISCUSSEDMORE FULLY
BELOWEACH OF THESECOMMITTEESCOMMITTEE HAS CHARTERTHATDEFINESDEFINE ITSROLESROLE AND RESPONSIBILITIESRESPONSIBILITIETHE CHARTERSCHARTERARE POSTEDON PSEGSPSEG

WEBSITEWWWPSEGCOMINVESTORGO COPY IS AVAILABLEUPON REQUESTMADE TO THEPSEG ADDRESSADDRES UNDER WHERE YOU

CAN FIND MORE INFORMATION

DURING2004 THEPSEG BOARD OFDIRECTORSDIRECTOR AND THESECOMMITTEESCOMMITTEE CONTINUEDTO ASSESSASSES PSEGSPSEG GOVERNANCEPRACTICESPRACTICEIN
LIGHTOFNEW STATUTORYREQUIREMENTSREQUIREMENTINCLUDINGTHESARBANESOXLEYACT OF 2002 THEREGULATIONSREGULATIONOF THE SEC AND THERULESRULE OF

THENYSE AS RESULTTHE PSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEAND EXISTINGCOMMITTEE CHARTERSCHARTERWERE ASSESSEDTO ASSURE

THATTHEYCONTINUETO REFLECTCURRENT PRACTICESPRACTICEAND NEW REQUIREMENTSREQUIREMENT

THE PSEG BOARDOF DIRECTORSDIRECTOR HOLDSHOLD REGULARMONTHLYMEETINGSMEETINGEXCEPTIN FEBRUARYMAY AND AUGUSTAND MEETSMEET ON OTHER

OCCASIONSOCCASION WHEN CIRCUMSTANCESCIRCUMSTANCE REQUIRETHE PSEG BOARD OFDIRECTORSDIRECTOR MET
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11 TIMESTIME IN 2004 AND ON AVERAGE THEMEETINGSMEETINGLASTEDAPPROXIMATELYTHREEHOURSHOUR DIRECTORSDIRECTOR SPENDADDITIONALTIME PREPARING
FORBOARDOF DIRECTORSDIRECTOR AND COMMITTEE MEETINGSMEETINGTHEYATTENDAND THEYARE CALLEDUPON FORCOUNSELBETWEEN MEETINGSMEETINGIN

ADDITIONDURING2004 CAROLINEDORSA JAMESJAME FERLANDALBERT GAMPERJR AND CONRAD HARPERSERVEDON THE BOARD OF

DIRECTORSDIRECTOR OFPSEG MR FERLANDALSOSERVEDON THE BOARDSBOARD OFDIRECTORSDIRECTOR OF PSEG ENERGYHOLDINGSHOLDINGPSEG POWER AND PSEG

SERVICESSERVICE THE PSEG BOARDOF DIRECTORSDIRECTORMET EIGHTTIMESTIME IN 2004 COMMITTEE MEMBERSHIPAND MEMBERSHIPON THEPSEG

BOARDOF DIRECTORSDIRECTOR IS SHOWN IN THEBIOGRAPHIESBIOGRAPHIEBELOW

THE PSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEADOPTEDBYTHE PSEG BOARDOF DIRECTORSDIRECTOR PROVIDETHATTHEPSEG BOARDOF

DIRECTORSDIRECTOR WILL MEET PERIODICALLYON REGULARBASISBASI AT LEASTTWICE EACH YEARIN EXECUTIVE SESSIONWITHOUTMANAGEMENTIN
ATTENDANCEIN SUCHCASESCASE THEPSEG BOARD OFDIRECTORSDIRECTOR DESIGNATESDESIGNATENONMANAGEMENTDIRECTORTO CHAIRTHEMEETINGWHO IS THE

INDEPENDENTCOMMITTEE CHAIR MOST CLOSELYASSOCIATEDWITH THEBUSINESSBUSINES AT HAND THE INDEPENDENTDIRECTORSDIRECTORWILL MEET IN

EXECUTIVE SESSIONAT LEASTONCE YEARWITH ONLYINDEPENDENTDIRECTORSDIRECTORPRESENTDURING2004 FOUREXECUTIVE SESSIONSSESSION WERE

HELD WITH ONLYINDEPENDENTDIRECTORSDIRECTORPRESENTIN ADDITIONTHEPSEG AUDIT COMMITTEECORPORATEGOVERNANCECOMMITTEE AND

ORGANIZATIONAND COMPENSATIONCOMMITTEE EACH MEET PERIODICALLYWITH ONLYINDEPENDENTDIRECTORSDIRECTOR PRESENT

UNDER THE PSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLEEACH DIRECTORIS EXPECTEDTO ATTENDALLPSEG BOARDOF DIRECTORSDIRECTOR

MEETINGSMEETINGAND ALLMEETINGSMEETINGOF COMMITTEESCOMMITTEE OF WHICH SUCH DIRECTORIS MEMBER AS WELL AS THEANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER

MEETINGMATERIALSMATERIAL ARE PROVIDEDTO PSEG BOARDOF DIRECTORSDIRECTOR AND COMMITTEE MEMBERSMEMBER PRIORTO MEETINGSMEETINGAND MEMBERSMEMBER ARE

EXPECTEDTO REVIEW SUCH MATERIALSMATERIAL PRIORTO EACH MEETING

UNDER THE RETIREMENTPOLICYFORDIRECTORSDIRECTORDIRECTORSDIRECTORWHO HAVE NEVER BEEN EMPLOYEESEMPLOYEEOFTHE PSEG GROUPOF COMPANIESCOMPANIE
AND DIRECTORSDIRECTOR WHO ARE FORMERCHIEF EXECUTIVE OFFICERSOFFICER OFPSEG MAY NOT SERVE AS DIRECTORSDIRECTOR BEYONDTHEANNUAL MEETINGOF

SHAREHOLDERSSHAREHOLDER FOLLOWINGTHEIR BIRTHDAYDIRECTORSDIRECTOR WHO ARE FORMEREMPLOYEESEMPLOYEEOTHERTHANCHIEF EXECUTIVEOFFICERSOFFICERMAY NOT

SERVE AS DIRECTORSDIRECTOR BEYONDTHE ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER FOLLOWINGTERMINATIONOF ACTIVEEMPLOYMENTWITH THE PSEG

GROUPOF COMPANIESCOMPANIEIN ADDITIONDIRECTORSDIRECTOR MUST SUBMIT LETTEROF RESIGNATIONUPON CHANGEIN PRIMARYEMPLOYMENT

AS SET FORTHIN THEPSEG CORPORATEGOVERNANCEPRINCIPLESPRINCIPLESHAREHOLDERSSHAREHOLDERAND OTHERINTERESTEDPARTIESPARTIEMAY COMMUNICATE

DIRECTLYWITH THE PSEG BOARD OFDIRECTORSDIRECTORINCLUDINGTHE INDEPENDENTDIRECTORSDIRECTOROF PSEG BYWRITINGTO EDWARD BIGGINSBIGGIN JR

SECRETARYAT PUBLIC SERVICE ENTERPRISEGROUPINCORPORATED80 PARK PLAZA T4B PO BOX 1171 NEWARK NEW JERSEY07 101

1171 AND INDICATINGWHO SHOULDRECEIVETHE COMMUNICATION UNLESSUNLES THECONTEXT OTHERWISEREQUIRESREQUIRETHECORPORATESECRETARY
WILL PROVIDETHE COMMUNICATION TO THE INDEPENDENTCHAIR OFTHE BOARD COMMITTEE MOST CLOSELYASSOCIATEDWITH THE NATURE OF

THEREQUEST

COMMITTEESCOMMITTEE OFTHE BOARD

THE COMMITTEESCOMMITTEE OF THEPSEG BOARDOF DIRECTORSDIRECTOR AND THEIRPRINCIPALFUNCTIONSFUNCTION ARE AS FOLLOWSFOLLOW

AUDIT COMMITTEE

ASSISTSASSIST THEPSEG BOARD OF DIRECFORSDIRECFORIN FULFILLINGITSRESPONSIBILITYFOROVERSIGHTOFTHE INTEGRITYOF PSEGSPSEG FINANCIAL

STATEMENTSSTATEMENT AND THEQUALITYAND INTEGRITYOFTHEACCOUNTINGAUDITINGAND FINANCIALREPORTINGPRACTICESPRACTICEOF PSEG WITH OPEN AND
FREEACCESSACCES TO ALLINFORMATION OFPSEG AND ITSSUBSIDIARIESSUBSIDIARIE SOLELYRESPONSIBLEFORTHEAPPOINTMENTTERMINATION
COMPENSATIONAND OVERSIGHTOF THEWORK OFTHE INDEPENDENTAUDITOR THE INDEPENDENTAUDITORREPORTSREPORTDIRECTLYTO THEPSEG

AUDIT COMMITTEE REVIEWSREVIEW INDEPENDENCEOF INDEPENDENTAUDITORTHE SERVICESSERVICE PROVIDEDBYTHEM THEIRFEESFEE AND PEERREVIEW

REPORTSREPORTOF THEIRPERFORMANCEPREAPPROVESPREAPPROVETHE SERVICESSERVICE PROVIDEDAND FEESFEE PAIDTO THE INDEPENDENTAUDITORFORALLSERVICESSERVICE

PROVIDEDTO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE REVIEWSREVIEW WITH THE INDEPENDENTAUDITORMANAGEMENT
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AND PSEGSPSEG INTERNALAUDITORSAUDITOR THE ANNUALAUDITED AND QUARTERLYFINANCIAL STATEMENTSSTATEMENT AND EVALUATESEVALUATE THEACCEPTABILITYAND QUALITY
OF SUCHFINANCIAL STATEMENTSSTATEMENT AND PSEGSPSEG ACCOUNTINGREPORTINGAND AUDITINGPRACTICESPRACTICEGENERALLYDISCUSSESDISCUSSE EARNINGSEARNINGPRESSPRES
RELEASESRELEASEFINANCIAL INFORMATION AND EARNINGSEARNINGGUIDANCEPROVIDEDTO ANALYSTSANALYSTAND RATINGAGENCIESAGENCIEAS WELL AS POLICIESPOLICIEWITH RESPECT
TO RISKASSESSMENT AND RISKMANAGEMENTRECOMMENDSRECOMMEND TO THE PSEG BOARDOF DIRECTORSDIRECTOR THEINCLUSIONOF THE AUDITED FINANCIAL

STATEMENTSSTATEMENT IN PSEGSPSEG ANNUAL REPORTON FORM 10K RESOLVESRESOLVE ANY DISAGREEMENTSDISAGREEMENTWHICH MAY ARISEBETWEEN MANAGEMENTAND

THEINDEPENDENTAUDITORREGARDINGFINANCIAL REPORTING

ANNUALLYREVIEWSREVIEW AND ASSESSESASSESSE THE PSEG AUDIT COMMITTEE CHARTERPROVIDESPROVIDE OVERSIGHTOF THE INTERNALAUDIT AND

ENVIRONMENTALHEALTHAND SAFETYAUDIT FUNCTIONSFUNCTION OFPSEG REVIEWSREVIEW ANNUALAUDIT REPORTSREPORTOF BOTHINDEPENDENTAND INTERNAL

AUDITORSAUDITOR AS WELLAS ENVIRONMENTALHEALTHAND SAFETYAUDITORSAUDITOR REVIEWSREVIEW PLANNEDSCOPEOF FUTUREAUDITSAUDIT ASCERTAINSASCERTAIN

IMPLEMENTATIONOF AUDITORSAUDITOR RECOMMENDATIONSRECOMMENDATION REVIEWSREVIEW INTERNALAUDITINGPROCEDURESPROCEDUREAND INTERNALACCOUNTINGCONTROLSCONTROL

REVIEWSREVIEW ADEQUACYAND IMPLEMENTATIONOF POLICIESPOLICIEAND PRACTICESPRACTICERELATINGTO ACCOUNTINGFINANCIALREPORTINGINTERNALAUDITING
OPERATINGCONTROLSCONTROLBUSINESSBUSINES CONDUCTCOMPLIANCEPROGRAM INCLUDINGENVIRONMENTALHEALTHAND SAFETYCOMPLIANCEAND

BUSINESSBUSINES ETHICSETHIC MEETSMEET PRIVATELYWITH REPRESENTATIVESREPRESENTATIVEOF THE INDEPENDENTAUDITORINTERNALAUDITORSAUDITOR AND ENVIRONMENTALAUDITORSAUDITOR

REVIEWSREVIEW THE STATUSSTATU OFPENDINGMATERIALLITIGATIONAND LEGALAND BUSINESSBUSINES CONDUCTCOMPLIANCEREVIEWSREVIEW COMPLIANCEWITH LEGAL
AND REGULATORYREQUIREMENTSREQUIREMENT

THE PSEG AUDIT COMMITTEE IS COMPRISEDOF THREEOR MORE INDEPENDENTDIRECTORSDIRECTORAS DEFINED BYTHEPSEG BOARD OF

DIRECTORSDIRECTORWHO ARE GENERALLYKNOWLEDGEABLEIN FINANCIAL MATTERSMATTER INCLUDINGAT LEASTONE MEMBER WITH ACCOUNTINGOR FINANCIAL

MANAGEMENTEXPERTISEIN ADDITION TO MEETINGTHEREQUIREMENTSREQUIREMENTFORBEINGAN INDEPENDENTDIRECTORMEMBERSMEMBER MAY RECEIVE NO

DIRECTOR INDIRECTCOMPENSATIONFROM PSEG OR ITS SUBSIDIARIESSUBSIDIARIE OTHERTHAN AS DIRECTOROR COMMITTEE MEMBER AND MAY NOT BE

AFFILIATEDWITH PSEG OR ITS SUBSIDIARIESSUBSIDIARIE IN ACCORDANCEWITH APPLICABLELEGALREQUIREMENTSREQUIREMENT

THE PSEG BOARDOF DIRECTORSDIRECTORDETERMINESDETERMINE ANNUALLYAND UPON CHANGEIN AUDIT COMMITTEE COMPOSITIONTHE

INDEPENDENCEFINANCIALLITERACYAND FINANCIALEXPERTISEOF THEPSEG AUDIT COMMITTEE MEMBERSMEMBER AND MAKESMAKE WRITTENAFFIRMATION

TO THENYSE IN ACCORDANCEWITH ITSRULESRULE IN ACCORDANCEWITH THE RULESRULE OF THE SEC AND THENYSE PSEG MAINTAINSMAINTAIN AN AUDIT

COMMITTEE CONSISTINGSOLELYOF DIRECTORSDIRECTORWHO ARE INDEPENDENTOF MANAGEMENTALSO IN ACCORDANCEWITH THE NYSE RULESRULE THE

PSEG BOARD OF DIRECTORSDIRECTORHAS DETERMINED THATALLMEMBERSMEMBER OF THEPSEG AUDIT COMMITTEE ARE FINANCIALLYLITERATEAND IN

ADDITIONTHATEACH MEMBER OF THEPSEG AUDIT COMMITTEE POSSESSESPOSSESSE FINANCIALEXPERTISEAS DEFINED IN THE NYSE RULESRULE THE

PSEG BOARDOF DIRECTORSDIRECTORFURTHERHAS DETERMINEDTHATEACH OF ALBERT GAMPERJR CAROLINE DORSAWILLIAM HICKEY
SHIRLEYANN JACKSONTHOMASTHOMA RENYIAND RICHARD SWIFT THE MEMBERSMEMBER OFTHE PSEG AUDIT COMMITTEEIS AN AUDIT

COMMITTEE FINANCIAL EXPERTAS DEFINED UNDERTHESARBANESOXLEYACT OF2002 AND THERULESRULE OF THE SEC

PSEG AND THEPSEG BOARD OF DIRECTORSDIRECTORBELIEVE THATTHE CURRENT COMPOSITIONOFTHE PSEG AUDIT COMMITTEE PROVIDESPROVIDETHAT

COMMITTEE WITH THEREQUISITEEXPERTISEAND EXPERIENCETO RECOMMEND TO THE PSEG BOARDOF DIRECTORSDIRECTOR THE INCLUSIONOFPSEGSPSEG

FINANCIALSTATEMENTSSTATEMENT IN THE ANNUAL REPORTON FORM 10K THE PSEG BOARD OFDIRECTORSDIRECTOR WILL CONSIDERTHISTHI MATTER ANNUALLYAS

PARTOF ITSONGOINGGOVERNANCEREVIEW THE PSEG AUDIT COMMITTEE WILL ALSOCONTINUEITS ASSESSMENT AND ENHANCEMENTOF

GOVERNANCEPRACTICESPRACTICEINCLUDINGASSURANCE THATTHEREEXISTADEQUATEINDEPENDENTPROCEDURESPROCEDUREFORRECEIPTAND TREATMENT OF

COMPLAINTSCOMPLAINTREGARDINGACCOUNTINGINTERNALCONTROLSCONTROLOR AUDITINGMATTERSMATTER

THE PSEG AUDIT COMMITTEE MEETSMEET AT LEASTFOURTIMESTIME PERYEAR AND IN EXECUTIVE SESSIONWITHOUTMANAGEMENTPRESENTAT

LEASTTHREETIMESTIME PER YEAR THE PSEG AUDIT COMMITTEE HELD EIGHTMEETINGSMEETINGIN 2004 THE PSEG AUDIT COMMITTEE REPORTAPPEARSAPPEAR
BELOW ON PAGE 235 THE PSEG AUDIT COMMITTEE CHARTERIS POSTEDON PSEGSPSEG WEBSITEWWWPSEGCOMINVESTORGO
COPY IS AVAILABLE UPON REQUESTMADE TO THE PSEG ADDRESSADDRES UNDER WHERE YOU CAN FIND MORE
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CORPORATEGOVERNANCE COMMITTEE

MONITORSMONITOR THECOMPOSITIONOF THEPSEG BOARDOF DIRECTORSDIRECTOR TO ASSURE REASONABLEBALANCEOFPROFESSIONALINTERESTSINTEREST
BUSINESSBUSINES EXPERIENCEFINANCIAL EXPERTISEAND INDEPENDENCECONSIDERSCONSIDER QUALIFICATIONSQUALIFICATIONOF PSEG BOARDOF DIRECTORSDIRECTORMEMBERSMEMBER AND

EVALUATESEVALUATE PROSPECTIVENOMINEESNOMINEE IDENTIFIED BYTHE PSEG CORPORATEGOVERNANCECOMMITTEE OR BYOTHERPSEG BOARDOF DIRECTORSDIRECTOR

MEMBERSMEMBER MANAGEMENTSHAREHOLDERSSHAREHOLDEROR OTHERSOURCESSOURCE THE PSEG CORPORATEGOVERNANCECOMMITTEE RETAINSRETAIN FOR FEE THIRD

PARTYEXECUTIVE SEARCHFIRMSFIRM TO ASSISTIT IN IDENTIFYINGAND RECRUITINGPOTENTIALNOMINEESNOMINEE FORCONSIDERATIONFORELECTIONTO THE

PSEG BOARD OF DIRECTORSDIRECTOR RECOMMENDSRECOMMEND TO THE PSEG BOARDOF DIRECTORSDIRECTORMEMBERSHIPCHANGESCHANGEAND NOMINEESNOMINEE TO MAINTAIN

REQUISITEBALANCE ALSO CONSIDERSCONSIDER THE AMOUNT OF TIME THAT PERSONWILL LIKELYHAVE TO DEVOTETO HIS OR HER DUTIESDUTIE AS DIRECTOR

INCLUDINGNONPSEG RESPONSIBILITIESRESPONSIBILITIEAS AN EXECUTIVE OFFICERBOARDMEMBER OR TRUSTEE OF BUSINESSESBUSINESSE AND CHARITABLE

INSTITUTIONSINSTITUTIONAND THE CONTRIBUTIONBYDIRECTORSDIRECTORTO THEONGOINGBUSINESSBUSINES OF PSEG FURTHEREVALUATESEVALUATE THECONTINUITYCURRENT

DIRECTORSDIRECTORBRINGTO SERVICEON THEPSEG BOARDOF DIRECTORSDIRECTOR VERSUSVERSU THEBENEFIT FROM NEW IDEASIDEA AND PERSPECTIVESPERSPECTIVETHATNEW

MEMBERSMEMBER BRINGTO THEPSEG BOARDOF DIRECTORSDIRECTOR THE PSEG CORPORATEGOVERNANCECOMMITTEE DOESDOE NOT BELIEVE IT IS APPROPRIATE
TO SET LIMITSLIMIT ON OUTSIDEBOARDMEMBERSHIPSMEMBERSHIPOR THELENGTHDIRECTORSDIRECTOR TERM BUT MONITORSMONITOR THE ABOVE FACTORSFACTOR TO ATTEMPTTO ASSURE

THATTHE PSEG BOARDOF DIRECTORSDIRECTOR CONTAINSCONTAIN AN EFFECTIVEMIX OF PEOPLETO BESTFURTHERPSEGSPSEG LONGTERMBUSINESSBUSINES INTERESTSINTEREST THE

PSEG CORPORATEGOVERNANCECOMMITTEE UTILIZESUTILIZE THE SAME CRITERIATO EVALUATEALLPOTENTIALNOMINEESNOMINEE INCLUDINGTHOSE

RECOMMENDED BYSHAREHOLDERSSHAREHOLDEROR FROM OTHERSOURCESSOURCE

PERIODICALLYEVALUATESEVALUATE PERFORMANCEOF THEPSEG BOARDOF DIRECTORSDIRECTOR AND ITS COMMITTEESCOMMITTEE INCLUDINGREVIEW OFTHESIZE
STRUCTUREAND COMPOSITIONOFTHE PSEG BOARDOF DIRECTORSDIRECTOR AND ITS COMMITTEESCOMMITTEE AND THEIRGOVERNANCEPRACTICESPRACTICEAND MAKESMAKE

RECOMMENDATIONSRECOMMENDATION TO THEPSEG BOARDOF DIRECTORSDIRECTOR MAKESMAKE RECOMMENDATIONSRECOMMENDATION TO THE PSEG BOARD OF DIRECTORSDIRECTORTO IMPROVE
EFFECTIVENESSEFFECTIVENES OF THEPSEG BOARD OF DIRECTORSDIRECTORAND ITS COMMITTEESCOMMITTEE RECOMMENDSRECOMMEND TO THE PSEG BOARDOF DIRECTORSDIRECTOR THECHAIRSCHAIR AND

MEMBERSMEMBER OF SEVERALCOMMITTEESCOMMITTEE OFTHE PSEG BOARDOF DIRECTORSDIRECTOR

MEMBERSHIPCONSISTSCONSIST OFTHREEOR MORE INDEPENDENTDIRECTORSDIRECTOR MEETINGSMEETINGARE HELD AT LEASTTWO TIMESTIME PER YEAR AND IN

EXECUTIVE SESSIONWITHOUTMANAGEMENTPRESENTAT LEASTONCE PER YEAR THE PSEG CORPORATEGOVERNANCECOMMITTEE MET FOUR

TIMESTIME IN 2004 THE PSEG CORPORATEGOVERNANCECOMMITTEE CHARTERIS POSTEDON PSEGSPSEG WEBSITE

WWWPSEGCOMINVESTORGO COPY IS AVAILABLEUPON REQUESTMADE TO THEPSEG ADDRESSADDRES UNDER WHERE YOU CAN

FIND MORE

THE PSEG CORPORATEGOVERNANCECOMMITTEE WILL CONSIDERSHAREHOLDERSSHAREHOLDERRECOMMENDATIONSRECOMMENDATION FORNOMINEESNOMINEE FORELECTIONTO

THE PSEG BOARDOF DIRECTORSDIRECTOR SUCH RECOMMENDATIONSRECOMMENDATION MUST BE SUBMITTED IN WRITINGTO EDWARD BIGGINSBIGGIN JR SECRETARYPUBLIC

SERVICE ENTERPRISEGROUPINCORPORATED80 PARK PLAZA T4B PO BOX 1171 NEWARK NEW JERSEY071011171 NOMINATIONSNOMINATION

MUST BE ACCOMPANIEDBYTHE WRITTENCONSENT OF ANY SUCHPERSONTO SERVE IF NOMINATED AND ELECTEDAND BYBIOGRAPHICAL
MATERIAL TO PERMITEVALUATIONOF THE INDIVIDUAL RECOMMENDED ADDITIONTHEBYLAWSBYLAW OFPSEG REQUIRETHATSHAREHOLDER

NOMINATIONSNOMINATION MUST BE SUBMITTED AT LEAST90 DAYSDAY IN ADVANCE OF AN ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER

THE PSEG CORPORATEGOVERNANCECOMMITTEE SEEKSSEEK CANDIDATESCANDIDATE FORTHE PSEG BOARDOF DIRECTORSDIRECTOR WITH AN ATTAINEDPOSITION
OF LEADERSHIPIN THEIRFIELD OF ENDEAVORBREADTHOF EXPERIENCEAND SOUNDBUSINESSBUSINES JUDGMENTIT IS THEPOLICYOF THE PSEG

BOARD OF DIRECTORSDIRECTORTHAT PERSONWHO IS NOT AN EMPLOYEEOF PSEG SHALLNOT BE RECOMMENDED INITIALLYTO THE SHAREHOLDERSSHAREHOLDERFOR

ELECTIONAS DIRECTORUNLESSUNLES IT APPEARSAPPEAR THATCONSISTENTWITH THERETIREMENTPOLICYFORDIRECTORSDIRECTORREFERREDTO ABOVE SUCHPERSON
WOULDBE AVAILABLE TO SERVE AS DIRECTORFORAT LEASTFIVE YEARSYEAR

EXECUTIVE COMMITTEE

EXCEPTAS OTHERWISEPROVIDEDBYLAW THEPSEG EXECUTIVE COMMITTEE HAS AND MAY EXERCISEALLTHEAUTHORITYOF THE PSEG

BOARDOF DIRECTORSDIRECTORWHEN THE PSEG BOARDOF DIRECTORSDIRECTOR IS NOT IN SESSION
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MEMBERSHIPCONSISTSCONSIST OF THE CHAIRMAN OF THEPSEG BOARD OF DIRECTORSDIRECTORAND AT LEASTONE INDEPENDENTDIRECTORTHISTHI PSEG

EXECUTIVE COMMITTEE MEETSMEET ONLYIF IT IS IMPRACTICABLETO CONVENE THE FULLPSEG BOARDOF DIRECTORSDIRECTOR IT DID NOT MEET DURING
2004

FINANCE COMMITTEE

CONSIDERSCONSIDER FINANCIAL POLICIESPOLICIEOR CHANGESCHANGETHEREINBEFOREPRESENTATIONTO THEPSEG BOARD OFDIRECTORSDIRECTOR PERIODICALLYREVIEWSREVIEW

AND MAKESMAKE RECOMMENDATION TO THE PSEG BOARDOF DIRECTORSDIRECTOR REGARDINGPSEGSPSEG FINANCIALPLANNINGAND SIGNIFICANTFINANCIAL

DECISIONSDECISION MAKESMAKE RECOMMENDATIONSRECOMMENDATION TO THE PSEG BOARD OF DIRECTORSDIRECTORREGARDINGTHE ISSUANCEAND SALEOF SECURITIESSECURITIE AND PROJECT
INVESTMENT AND CASH INVESTMENTGUIDELINESGUIDELINEOVERSEESOVERSEE THEINVESTMENT OF THETRUST FUNDSFUND OF THEPENSIONPLANSPLANAND NUCLEAR

DECOMMISSIONINGTRUSTFUND OF PSEG AND ITS SUBSIDIARIESSUBSIDIARIE CONSISTSCONSIST OF THREEOR MORE MEMBERSMEMBER THEMAJORITYOF WHOM ARE

INDEPENDENTDIRECTORSDIRECTOR MEETSMEET AT LEASTTHREETIMESTIME PERYEAR THE PSEG FINANCE COMMITTEE HELD THREEMEETINGSMEETINGIN 2004

NUCLEAR COMMITTEE

PROVIDESPROVIDE AN INDEPENDENTBASISBASI FOREVALUATINGTHESAFETYAND EFFECTIVENESSEFFECTIVENES OFPSEGSPSEG NUCLEAROPERATIONSOPERATIONSPECIFIC
ATTENTIONIS PROVIDEDTO EVALUATIONOF OVERALLMANAGEMENTATTENTIONTO NUCLEARSAFETYREGULATORYISSUESISSUE OTHEREVALUATIONSEVALUATION OF

NUCLEAROPERATIONSOPERATIONAND TO IMPROVEMENTIN OPERATIONSOPERATIONCONSISTSCONSIST OF THREEOR MORE INDEPENDENTDIRECTORSDIRECTORAND MEETSMEET AT LEASTTHREE

TIMESTIME PER YEAR THE PSEG NUCLEARCOMMITTEE HELD SIX MEETINGSMEETINGIN 2004

ORGANIZATIONAND COMPENSATIONCOMMITTEE

REVIEWSREVIEW APPROVESAPPROVE AND MODIFIESMODIFIE AS NECESSARYPSEGSPSEG EXECUTIVE COMPENSATIONPOLICYSTUDIESSTUDIE AND MAKESMAKE

RECOMMENDATIONSRECOMMENDATION TO THE PSEG BOARDOF DIRECTORSDIRECTOR CONCERNINGCORPORATEORGANIZATIONIN GENERALAND COMPENSATIONFOR

DIRECTORSDIRECTOR AND CERTAINEXECUTIVESEXECUTIVE ADMINISTERSADMINISTER THECOMPENSATIONPROGRAMFOREXECUTIVE OFFICERSOFFICER AND KEYEMPLOYEESEMPLOYEEMAKESMAKE

COMPARATIVESTUDIESSTUDIE AND REPORTSREPORTTO THE PSEG BOARDOF DIRECTORSDIRECTOR WITH RESPECTTO COMPENSATIONFORDIRECTORSDIRECTOR WHO ARE NOT

OFFICERSOFFICER REVIEWSREVIEW AND MAKESMAKE RECOMMENDATIONSRECOMMENDATION TO THE PSEG BOARDOF DIRECTORSDIRECTOR WITH RESPECTTO CERTAININCENTIVE COMPENSATION
PROGRAMSPROGRAM FOROFFICERSOFFICER AND OTHERKEYEMPLOYEESEMPLOYEEAND CERTAINBENEFITPLANSPLANFORDIRECTORSDIRECTOR AND OFFICERSOFFICER REVIEWSREVIEW AND APPROVESAPPROVE

CORPORATEGOALSGOALAND OBJECTIVESOBJECTIVERELEVANTTO CHIEF EXECUTIVE OFFICERCOMPENSATIONEVALUATESEVALUATE THE CHIEF EXECUTIVE OFFICERSOFFICER

PERFORMANCEIN LIGHTOFTHOSEGOALSGOALAND OBJECTIVESOBJECTIVEAND WITH THE INDEPENDENTBOARDMEMBERSMEMBER DETERMINESDETERMINE AND APPROVESAPPROVE THE

CHIEF EXECUTIVE OFFICERSOFFICER COMPENSATIONLEVELBASED ON THISTHI EVALUATION ADMINISTERSADMINISTER CERTAINBENEFIT PLANSPLANFORDIRECTORSDIRECTORAND

OFFICERSOFFICER ANNUALLYREVIEWSREVIEW MANAGEMENTSUCCESSIONAND DEVELOPMENTPLANSPLANAND PERFORMANCEREVIEWSREVIEW FORTHE CHIEF EXECUTIVE

OFFICERAND CERTAINOTHERKEYMEMBERSMEMBER OF MANAGEMENTRETAINSRETAIN INDEPENDENTCOMPENSATIONCONSULTANTSCONSULTANTTO ASSISTIT IN

DESIGNINGCOMPENSATIONPROGRAMSPROGRAM THATARE CONSISTENTWITH COMPARABLEINDUSTRYPRACTICESPRACTICE

CONSISTSCONSIST OF THREEOR MORE INDEPENDENTDIRECTORSDIRECTORWHO MEET AT LEASTTWO TIMESTIME PER YEARAND IN EXECUTIVE SESSIONAT LEAST

TWO TIMESTIME PERYEAR WITHOUTMANAGEMENTPRESENTTHE PSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE HELD FOURMEETINGSMEETINGIN

2004 THE PSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE REPORTON EXECUTIVE COMPENSATIONAPPEARSAPPEAR BELOW ON PAGE 233

THE PSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE CHARTERIS POSTEDON PSEGSPSEG WEBSITE

WWWPSEGCOMINVESTORGO COPY IS AVAILABLE UPON REQUESTMADE TO THE PSEG ADDRESSADDRES UNDER WHERE YOU CAN

FIND MORE INFORMATION
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THE PSEG BOARD OFDIRECTORSDIRECTOR IS DIVIDED INTO THREECLASSESCLASSE OF AS NEARLYEQUALNUMBERSNUMBER OF DIRECTORSDIRECTORAS POSSIBLEAS RESULT
OF THISTHI CLASSIFICATIONOF DIRECTORSDIRECTORONE CLASSCLAS OF DIRECTORSDIRECTORIS ELECTEDEACH YEARFOR THREEYEARTERM DIRECTORSDIRECTOR WHOSE TERMSTERM

EXPIREARE ELIGIBLEFORRENOMINATION AND WILL BE CONSIDEREDBYTHE PSEG CORPORATEGOVERNANCECOMMITTEE IN ACCORDANCEWITH
ITSPOLICIESPOLICIEWHICH ARE DESCRIBEDABOVE UNDER GOVERNANCECOMMITTEESGOVERNANCECOMMITTEE OF THEBOARD AND SUBJECTTO THE
RETIREMENTPOLICYFORDIRECTORSDIRECTOR MENTIONED ABOVE

THE PRESENTTERMSTERM OF THE THREEDIRECTORSDIRECTOR INCLUDED IN CLASSCLAS OF THE PSEG BOARDOF DIRECTORSDIRECTORCONRAD HARPERSHIRLEY
ANN JACKSON AND THOMASTHOMA RENYI EXPIREAT THE2005 ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER EACH HAS BEEN NOMINATED TO SERVE AS

DIRECTORIN CLASSCLAS FOR THREEYEARTERM WHICH WILL EXPIREAT THE 2008 ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER AS INDICATED
ABOVEIF THE MERGERWITH EXELON IS COMPLETEDSIX PSEG DIRECTORSDIRECTORWILL BE DESIGNATEDINITIALLYTO SERVE ON THE EXELON BOARDOF
DIRECTORSDIRECTOR

AT THISTHI YEARSYEARMEETINGDIRECTORSDIRECTOR WILL BE ELECTEDTO FILLTHREEPOSITIONSPOSITIONIN CLASSCLAS TO SERVE UNTILTHE 2008 ANNUAL MEETING
OF SHAREHOLDERSSHAREHOLDERIN EACHCASE UNTILTHEIRRESPECTIVESUCCESSORSSUCCESSOR ARE ELECTEDAND QUALIFIEDALL NOMINEESNOMINEE WERE ELECTEDTO THEIR
PRESENTTERMSTERM BYTHE SHAREHOLDERSSHAREHOLDER THE PRESENTTERM OF CLASSCLAS OF THE PSEG BOARDOF DIRECTORSDIRECTOREXPIRESEXPIREAT THE 2006 ANNUAL
MEETINGOF SHAREHOLDERSSHAREHOLDER AND THEPRESENTTERM OF CLASSCLAS II EXPIRESEXPIREAT THE2007 ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER DIRECTORSDIRECTOR IN
CLASSCLAS AND CLASSCLAS II WILLNOT BE ELECTEDAT THE 2005 ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER

THE BYLAWSBYLAW OF PSEG CURRENTLYPROVIDETHATTHE PSEG BOARDOF DIRECTORSDIRECTOR SHALLCONSISTOF NOT LESSLES THANTHREENOR MORE
THAN 16 DIRECTORSDIRECTORAS SHALLBE FIXED FROM TIME TO TIME BYTHE PSEG BOARDOF DIRECTORSDIRECTOR THE NUMBER OF DIRECTORSDIRECTOR IS CURRENTLYSET
AT NINE

THE NOMINEESNOMINEE LISTEDBELOW WERE SELECTEDBYTHEPSEG BOARD OF DIRECTORSDIRECTORUPON THERECOMMENDATION OF THE PSEG
CORPORATEGOVERNANCECOMMITTEE

IF AT THE TIME OF THEMEETINGANY OFTHE NOMINEESNOMINEE LISTEDBELOW SHOULDBE UNABLE TO SERVE WHICH IS NOT ANTICIPATEDIT IS
THE INTENTIONOF THEPERSONSPERSON DESIGNATEDAS PROXIESPROXIETO VOTE IN THEIRDISCRETIONFOROTHERNOMINEESNOMINEE UNLESSUNLES THE NUMBER OF
DIRECTORSDIRECTOR CONSTITUTINGFULLPSEG BOARDOF DIRECTORSDIRECTOR IS REDUCED

THERE IS SHOWN AS TO EACH NOMINEE AND AS TO EACH DIRECTORWHOSE TERM OF OFFICEWILLCONTINUE AFTERTHE 2005 ANNUAL
MEETINGOF SHAREHOLDERSSHAREHOLDERTHEPERIODOF SERVICEAS DIRECTOROFPSEG AGE AS OF THE DATEOF THE ANNUAL MEETINGPRESENT
COMMITTEE MEMBERSHIPSMEMBERSHIPBUSINESSBUSINES EXPERIENCEDURINGAT LEASTTHE LASTFIVE YEARSYEAR AND OTHERPRESENTDIRECTORSHIPSDIRECTORSHIPBENEFICIAL
OWNERSHIPOF PSEG COMMON STOCK IS SHOWN UNDERSECURITY OWNERSHIPOFDIRECTORSDIRECTOR MANAGEMENTAND CERTAIN
BENEFICIAL OWNERSOWNER DURING2004 EACHNOMINEE AND EACH OTHERDIRECTORATTENDEDMORE THAN75 OF THEAGGREGATENUMBER OF
BOARDMEETINGSMEETINGAND COMMITTEE MEETINGSMEETINGON WHICH HE OR SHE SERVED EACH NOMINEE AND EACH OTHERDIRECTORATTENDEDTHE2004
ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER
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NOMINEESNOMINEE FOR ELECTION AS DIRECTOR

CLASSCLAS FOR TERMSTERM EXPIRINGIN 2008

GRAPHIC
CONRAD HARPER HASBEEN DIRECTORSINCE MAY 1997 AGE64 CHAIR OF FINANCE

LJ COMMITTEE AND MEMBER OF NUCLEARCOMMITTEE AND ORGANIZATIONAND COMPENSATION
COMMITTEE DIRECTOROF PSEG OF COUNSELTO THELAW FIRM OF SIMPSONTHACHER
BARTLETTLLP NEW YORK NEW YORK SINCEJANUARY2003 WAS PARTNERFROM OCTOBER
1996 TO DECEMBER 2002 AND FROMOCTOBER 1974 TO MAY 1993 WAS LEGALADVISER

UNITED STATESSTATE DEPARTMENTOF STATEFROM MAY 1993 TO JUNE 1996 DIRECTOROF NEW YORK
LIFE INSURANCECOMPANY

SHIRLEY ANN JACKSON HAS BEEN DIRECTORSINCEJUNE 2001 AGE58 CHAIR OF
GRAPHIC

ORGANIZATIONAND COMPENSATIONCOMMITTEE AND MEMBER OF AUDIT COMMITTEE AND
FINANCE COMMITTEE HAS BEEN PRESIDENTOF RENSSELAERPOLYTECHNICINSTITUTESINCEJULY
1999 WAS PREVIOUSLYDIRECTOROFPSEG FROM 1987 TO 1995 WAS CHAIR UNITED STATESSTATE
NUCLEARREGULATORYCOMMISSION FROMJULY1995 TO JULY1999 WAS PROFESSOROF
THEORETICALPHYSICSPHYSIC RUTGERSRUTGERUNIVERSITYAND CONSULTANTIN SEMICONDUCTORTHEORYTO

ATT BELLLABORATORIESLABORATORIE FROM 1991 TO 1995 DIRECTOROF ATT CORPORATIONFEDEX
CORPORATIONMARATHON OIL CORPORATIONMEDTRONICINC UNITED STATESSTATE STEELCORPORATION
AND THENEW YORK STOCKEXCHANGEINC

GRAPHIC
THOMASTHOMA RENYI HASBEEN DIRECTORSINCEFEBRUARY2003 AGE59 MEMBER OF
AUDIT COMMITTEECORPORATEGOVERNANCE COMMITTEEFINANCE COMMITTEE AND

ORGANIZATIONAND COMPENSATIONCOMMITTEE HAS BEEN CHAIRMAN OF THE BOARD AND CHIEF
EXECUTIVE OFFICEROF THE BANK OF NEW YORK COMPANYINC NEW YORK NEW YORK AND
THE BANK OF NEW YORK NEW YORK NEW YORK PROVIDEROFBANKINGAND OTHERFINANCIAL
SERVICESSERVICE TO CORPORATIONSCORPORATIONAND INDIVIDUALSINDIVIDUALSINCE FEBRUARY1998 WAS PRESIDENTAND CHIEF
EXECUTIVE OFFICEROF THE BANK OFNEW YORK COMPANYINC FROMJULY1997 TO JANUARY
1998 AND PRESIDENTOF THE BANK OF NEW YORK FROM MARCH 1992 TO JUNE 1997 WAS
PRESIDENTAND CHIEF EXECUTIVE OFFICEROF THE BANK OF NEW YORK FROM JANUARY1996 TO

JANUARY1998 AND PRESIDENTAND CHIEF OPERATINGOFFICER FROMDECEMBER 1994 TO

DECEMBER 1995 DIRECTOROF THE BANK OF NEW YORK COMPANYINC AND THE BANK OF
NEW YORK

222

QJEOCA12OSETTJNGSTEM 7152005



PAGE285 OF 466

DIRECTORSDIRECTOR WHOSE TERMSTERM CONTINUE BEYONDTHE 2005 ANNUAL MEETING
AND WHO ARE NOT SUBJECTTO ELECTION THISTHI YEAR

CLASSCLAS IDIRECTORSIDIRECTOR WHOSE MSH EXPIREIN 2006

GRAPHIC LB GAMPER JR HAS BEEN DIRECTORSINCEDECEMBER 2000 AGE62 CHAIR OF

AUDIT COMMITTEE AND MEMBER OFEXECUTIVE COMMITTEEFINANCE COMMITTEE AND NUCLEAR

COMMITTEE DIRECTOROF PSEG UNTIL RETIREMENTWAS CHAIRMAN OF THEBOARD OF THE

CIT GROUPINC OF LIVINGSTONNEW JERSEY COMMERCIAL FINANCE COMPANYFROM JULY
2004 UNTILDECEMBER 2004 WAS CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICEROF

THE CIT GROUPINC FROM SEPTEMBER2003 TO JULY2004 WAS CHAIRMAN OF THEBOARD
PRESIDENTAND CHIEF EXECUTIVE OFFICEROF THE CIT GROUP FROM JUNE 2002 TO

SEPTEMBER2003 WAS PRESIDENTAND CHIEF EXECUTIVE OFFICEROF THE CIT GROUPINC

FROM FEBRUARY2002 TO JUNE 2002 WAS PRESIDENTAND CHIEF EXECUTIVE OFFICEROF TYCO
CAPITALCORPORATIONFROMJUNE 2001 TO FEBRUARY2002 WAS CHAIRMAN OF THEBOARD
PRESIDENTAND CHIEF EXECUTIVE OFFICEROF THE CIT GROUPINC FROMJANUARY2000 TO JUNE

2001 AND PRESIDENTAND CHIEF EXECUTIVE OFFICER OFTHE CIT GROUPINC FROM DECEMBER

1989 TO DECEMBER 1999

GRAPHIC
CAROLINE DORSA HAS BEEN DIRECTORSINCE FEBRUARY2003 AGE45 MEMBER OF

AUDIT COMMITTEECORPORATEGOVERNANCECOMMITTEE AND FINANCE COMMITTEE DIRECTOR

OF PSEG HAS BEEN VICE PRESIDENTAND TREASUREROF MERCK CO INC WHITEHOUSE

STATIONNEW JERSEYDISCOVERSDISCOVERDEVELOPSDEVELOPMANUFACTURESMANUFACTURE AND MARKETSMARKET HUMAN AND ANIMAL

HEALTHPRODUCTSPRODUCTSINCEDECEMBER 1996 WAS TREASURERFROMJANUARY1994 TO NOVEMBER

1996 AND EXECUTIVE DIRECTOROF THE HUMAN HEALTH MARKETINGSUBSIDIARYOFMERCK

CO INC FROM JUNE 1992 TO JANUARY1994

GRAPHIC
JAMESJAME FERLAND HAS BEEN DIRECTORSINCEJULY1986 AGE63 CHAIR OF EXECUTIVE

COMMITTEE HAS BEEN CHAIRMAN OF THEBOARDPRESIDENTAND CHIEF EXECUTIVE OFFICEROF

PSEG AND CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICER OFPSEG SINCE JULY
1986 CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICER OFPSEG ENERGYHOLDINGSHOLDING
SINCEJUNE 1989 CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE OFFICEROF PSEG POWER

SINCEJUNE 1999 AND CHAIRMAN OF THEBOARD AND CHIEF EXECUTIVE OFFICEROF PSEG

SERVICESSERVICE SINCE NOVEMBER 1999
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DIRECTORSDIRECTOR WHOSE TERMSTERM CONTINUE BEYONDTHE 2005 ANNUAL MEETING
AND WHO ARE NOT SUBJECTTO ELECTION THISTHI YEAR

CLASSCLAS WHOSE TERMSTERM EXPIREIN 2007

GRAPHIC
ERNEST DREW HASBEEN DIRECTORSINCEJANUARY1993 AGE68 CHAIR OF CORPORATE
GOVERNANCE COMMITTEE AND MEMBER OF EXECUTIVE COMMITTEE NUCLEARCOMMITTEE AND

ORGANIZATIONAND COMPENSATIONCOMMITTEE UNTIL RETIREMENTWAS CHIEF EXECUTIVE
OFFICER OFINDUSTRIESINDUSTRIE AND TECHNOLOGYGROUPWESTINGHOUSEELECTRICCORPORATIONFROM

JULY1997 TO DECEMBER 1997 WAS MEMBER BOARD OF MANAGEMENTHOECHSTAG
FRANKFURTGERMANYMANUFACTURESMANUFACTUREPHARMACEUTICALSPHARMACEUTICALCHEMICALSCHEMICAL FIBERSFIBER FILM SPECIALTIESSPECIALTIE
AND ADVANCEDMATERIALSMATERIALFROM JANUARY1995 TO JUNE 1997 WAS CHAIRMAN OF THE BOARD

AND CHIEF EXECUTIVE OFFICEROFHOECHST CELANESECORPORATIONSOMERVILLENEW JERSEY
FROM MAY 1994 UNTILJANUARY1995 AND PRESIDENTAND CHIEF EXECUTIVE OFFICERFROM

JANUARY1988 UNTILMAY 1994 DIRECTOROF THOMASTHOMA BETTSBETT CORPORATIONASHLAND INC

AND UQM TECHNOLOGIESTECHNOLOGIEINC

GRAPHIC
WILLIAM HICKEY HASBEEN DIRECTORSINCE OCTOBER2001 AGE60 MEMBER OF

AUDIT COMMITTEEFINANCE COMMITTEE AND ORGANIZATIONAND COMPENSATIONCOMMITTEE

HAS BEEN PRESIDENTAND CHIEF EXECUTIVE OFFICEROF SEALED AIR CORPORATIONSADDLE

BROOK NEW JERSEYMANUFACTURESMANUFACTUREFOODAND SPECIALTYPROTECTIVEPACKAGINGMATERIALSMATERIAL AND

SYSTEMSSYSTEM SINCE MARCH 2000 WAS PRESIDENTAND CHIEF OPERATINGOFFICERFROM DECEMBER

1996 TO FEBRUARY2000 AND PRIORTO THATEXECUTIVE VICE PRESIDENTFROM 1994 TO

DECEMBER 1996 DIRECTOROF SEALED AIR CORPORATIONAND SENSIENTTECHNOLOGIESTECHNOLOGIE
CORPORATION

RICHARD SWIFT HAS BEEN DIRECTORSINCE DECEMBER 1994 AGE60 CHAIR OF
GRAPHIC

NUCLEARCOMMITTEE AND MEMBER OF AUDIT COMMITTEE AND CORPORATEGOVERNANCE

COMMITTEE HAS BEEN CHAIRMAN OF THE FINANCIAL ACCOUNTINGSTANDARDSSTANDARD ADVISORY
COUNCIL SINCE JANUARY2002 WAS CHAIRMAN OF THEBOARDPRESIDENTAND CHIEF EXECUTIVE

OFFICER OFFOSTERWHEELER LTD CLINTONNEW JERSEYPROVIDESPROVIDEDESIGNENGINEERING
CONSTRUCTIONMANUFACTURINGMANAGEMENTPLANTOPERATIONSOPERATIONAND ENVIRONMENTALSERVICESSERVICE
FROM APRIL1994 UNTILOCTOBER2001 WAS PRESIDENTAND CHIEF OPERATINGOFFICER OF

FOSTERWHEELER LTD FROM DECEMBER 1992 TO APRIL1994 DIRECTOROF HUBBELL

INCORPORATEDINGERSOLLRANDLIMITED AND KAMAN CORPORATION
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SECURITYOWNERSHIPOFDIRECTORSDIRECTORMANAGEMENTAND CERTAIN BENEFICIAL OWNERSOWNER

DIRECTORSDIRECTOR AND MANAGEMENT

THE FOLLOWINGTABLESETSSET FORTHAS OF MAY 27 2005 THE RECORDDATEFORTHE PSEG ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER
BENEFICIAL OWNERSHIPOF PSEG COMMON STOCKINCLUDINGOPTIONSOPTIONBYTHE DIRECTORSDIRECTORAND EXECUTIVE OFFICERSOFFICER NAMED IN THE TABLE

APPEARINGUNDER EXECUTIVE COMPENSATIONNONE OF THESEAMOUNTSAMOUNT EXCEEDSEXCEED OF THE COMMON STOCKOUTSTANDINGEXCEPT
FORTHE AMOUNT FORALLDIRECTORSDIRECTOR AND EXECUTIVEOFFICERSOFFICER AS GROUP WHICH CONSTITUTESCONSTITUTEAPPROXIMATELY18

AMOUNT AND NATURE

OF BENEFICIAL

NAME OWNERSHIP

FRANK CASSIDY 673088
CAROLINE DORSA 3873
ROBERT DOUGHERTYJR 616937
ERNEST DREW 11247

JAMESJAME FERLAND 1978040
ALBERT GAMPERJR 6134
CONRAD HARPER 7817
WILLIAM HICKEY 5194

RALPHIZZO 388182

SHIRLEYANN JACKSON 4285 10
THOMASTHOMA OFLYNN 57155411
THOMASTHOMA RENYI 3373 12
RICHARD SWIFT 11035 13
ALL DIRECTORSDIRECTORAND EXECUTIVE OFFICERSOFFICER AS GROUP16 PERSONSPERSON 495187114

INCLUDESINCLUDE THEEQUIVALENTOF 2055 SHARESSHARE HELD UNDERTHE THRIFT PLAN INCLUDESINCLUDE 17167 SHARESSHARE OF RESTRICTEDSTOCKAWARDED

PURSUANTTO THE 2004 LTIP INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE643000 SHARESSHARE 472667 OF WHICH ARE CURRENTLYEXERCISABLE

INCLUDESINCLUDE 2400 SHARESSHARE OFRESTRICTEDSTOCKAWARDED PURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR INCLUDESINCLUDE

500 SHARESSHARE JOINTLYOWNED WITH HERHUSBAND

INCLUDESINCLUDE THEEQUIVALENTOF 1140 SHARESSHARE HELD UNDERTHE THRIFT PLAN INCLUDESINCLUDE 17167 SHARESSHARE OFRESTRICTEDSTOCKAWARDED

PURSUANTTO THE 2004 LT1P INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE568000 SHARESSHARE 452667 OF WHICH ARE CURRENTLYEXERCISABLE

INCLUDESINCLUDE 6670 SHARESSHARE JOINTLYOWNED WITH HIS WIFE

INCLUDESINCLUDE 5800 SHARESSHARE OFRESTRICTEDSTOCKAWARDEDPURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR

INCLUDESINCLUDE THEEQUIVALENTOF 15640 SHARESSHARE HELD UNDERTHE THRIFT PLAN INCLUDESINCLUDE 109800 SHARESSHARE OF RESTRICTEDSTOCK

AWARDEDPURSUANTTO THE 2004 LTIP INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE1566000 SHARESSHARE 1359333 OF WHICH ARE CURRENTLY
EXERCISABLE INCLUDESINCLUDE 30000 SHARESSHARE OFRESTRICTEDSTOCKWHICH VEST AS DESCRIBEDBELOW UNDEREMPLOYMENT
CONTRACTSCONTRACT AND ARRANGEMENTSARRANGEMENTINCLUDESINCLUDE 180000 SHARESSHARE HELD IN TRUST INCLUDESINCLUDE 76601 SHARESSHARE JOINTLYHELD WITH HIS

WIFE

INCLUDESINCLUDE 2800 SHARESSHARE OFRESTRICTEDSTOCKAWARDEDPURSUANTTO THESTOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR

INCLUDESINCLUDE 4600 SHARESSHARE OF RESTRICTEDSTOCKAWARDEDPURSUANTTO THESTOCK PLAN FOROUTSIDE DIRECTORSDIRECTOR

INCLUDESINCLUDE 2800 SHARESSHARE OFRESTRICTEDSTOCKAWARDEDPURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR
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INCLUDESINCLUDE THEEQUIVALENTOF 327 SHARESSHARE HELD UNDERTHE THRIFT PLAN INCLUDESINCLUDE 19667 SHARESSHARE OFRESTRICTEDSTOCKAWARDED

PURSUANTTO THE 2004 IP INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE354667 SHARESSHARE 121000 OF WHICH ARE CURRENTLYEXERCISABLE

10 INCLUDESINCLUDE 2800 SHARESSHARE OF RESTRICTEDSTOCKAWARDEDPURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR

11 INCLUDESINCLUDE THEEQUIVALENTOF 15 SHARESSHARE HELD UNDER THETHRIFT PLAN INCLUDESINCLUDE 17167 SHARESSHARE OFRESTRICTEDSTOCKAWARDED

PURSUANTTO THE 2004 IP INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE506333 SHARESSHARE 341000 OF WHICH ARE CURRENTLYEXERCISABLE

INCLUDESINCLUDE 45000 SHARESSHARE HELD IN TRUST

12 INCLUDESINCLUDE 2400 SHARESSHARE OF RESTRICTEDSTOCKAWARDEDPURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR

13 INCLUDESINCLUDE 5200 SHARESSHARE OF RESTRICTEDSTOCKAWARDEDPURSUANTTO THE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR

14 INCLUDESINCLUDE THEEQUIVALENTOF 19177 SHARESSHARE HELD UNDERTHETHRIFT PLAN INCLUDESINCLUDE OPTIONSOPTIONTO PURCHASE4394266 SHARESSHARE
3418201 OF WHICH ARE CURRENTLYEXERCISABLE INCLUDESINCLUDE 234502 SHARESSHARE OF RESTRICTEDSTOCK INCLUDESINCLUDE 225000 SHARESSHARE

HELD IN TRUSTSTRUST

CERTAIN BENEFICIAL OWNERSOWNER

THE FOLLOWINGTABLESETSSET FORTHAS OF MAY 27 2005 BENEFICIAL OWNERSHIPBYANY PERSONOR GROUPKNOWN TOPSEG TO BE

THE BENEFICIAL OWNER OF MORE THANFIVE PERCENTOF PSEG COMMON STOCKACCORDINGTO THE SCHEDULESSCHEDULE 13G FILED BYTHESE

OWNERSOWNER WITH THESEC THESESECURITIESSECURITIE WERE ACQUIREDIN THEORDINARYCOURSE OF BUSINESSBUSINES AND WERE NOT ACQUIREDFORTHE PURPOSE
OF AND DO NOT HAVE THE EFFECTOF CHANGINGOR INFLUENCINGTHE CONTROLOFPSEG AND WERE NOT ACQUIREDIN CONNECTIONWITH OR AS

PARTICIPANTIN ANY TRANSACTIONHAVINGSUCH PURPOSEOR EFFECT

AMOUNT AND

NATURE OF

BENEFICIAL

NAME AND ADDRESSADDRES OWNERSHIP PERCENT

CAPITALRESEARCH AND MANAGEMENTCOMPANY
333 SOUTHHOPESTREET

LOS ANGELESANGELECA 90071 211963001 891

AS REPORTEDON SCHEDULE 3G FILED FEBRUARY14 2005

SECTION 16A BENEFICIAL OWNERSHIPREPORTINGCOMPLIANCE

DURING2004 NO DIRECTOROR EXECUTIVE OFFICEROF PSEG WAS LATEIN FILINGFORM OR IN ACCORDANCEWITH THE

REQUIREMENTSREQUIREMENTOF SECTION 16A OF THE SECURITIESSECURITIE EXCHANGEACT OF 1934 AS AMENDED WITH REGARDTO TRANSACTIONSTRANSACTION INVOLVING
PSEG COMMON STOCK
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PERFORMANCE GRAPH

THE GRAPHBELOW SHOWSSHOW COMPARISONOF THEFIVEYEARCUMULATIVE RETURN ASSUMING100 INVESTEDON DECEMBER 31 1999

IN PSEG COMMON STOCKTHE SP COMPOSITESTOCKPRICE THE DOW JONESJONE UTILITIESUTILITIE INDEX AND THE SP ELECTRICUTILITIESUTILITIE

INDEX

5YEAR CUMULATIVE TOTAL COMPARATIVERETURNSASRETURNSA OFDECEMBER 31 2004

1999 2000 2001 2002 2003 2004

PSEG 10000 14781 13466 10861 15616 19378

SP 500 10000 9089 8014 6247 8035 8907

DJUTILITIESDJUTILITIE 10000 15096 11151 8550 11036 14354

SPELECTRICSSPELECTRIC 10000 15362 12797 10868 13459 17012

GRAPHIC
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EXECUTIVE COMPENSATION

THE FOLLOWINGTABLESETSSET FORTHCOMPENSATIONPAIDOR AWARDEDTO THE CHIEF EXECUTIVE OFFICER AND THE FOURMOST

HIGHLYCOMPENSATEDEXECUTIVE OFFICERSOFFICER OF PSEG AS OF DECEMBER 31 2004 FORALLSERVICESSERVICE RENDEREDTO PSEG AND ITS

SUBSIDIARIESSUBSIDIARIE AND AFFILIATESAFFILIATE DURINGEACH YEARINDICATED

SUMMARYCOMPENSATIONTABLE

ANNUAL COMPENSATION LONGTERMCOMPENSATION

AWARDSAWARD

BONUSANNUAL

INCENTIVE RESTRICTED ALL OTHER

SALARY AWARDSL STOCK2 OPTIONS3 COMPENSATION4

NAME AND PRINCIPALPOSITION YEAR

JAMESJAME FERLAND 2004 1081138 753200 949050 135000 6152
CHAIRMAN OF THEBOARD PRESIDENTAND 2003 1006227 1440000 6002
CEO OFPSEG 2002 971358 713800 350000 6002

ROBERT DOUGHERTYJR 2004 584539 342400 235125 33000 6002
PRESIDENTAND CHIEF OPERATING 2003 547945 460400 5001
OFFICEROF ENERGYHOLDINGSHOLDING 2002 537982 40800 130000 5002

THOMASTHOMA OFLYNN 2004 532809 316100 235125 33000 8202
EXECUTIVE VICE PRESIDENTAND CHIEF 2003 488170 441000 8005
FINANCIAL OFFICEROF PSEG 2002 468243 232900 130000 8002

RALPHIZZO 2004 465562 350500 235125 33000 8204
PRESIDENTAND CHIEF OPERATING 2003 304051 282800 250000 8003
OFFICEROF PSEG5 2002 273973 79800 35000 5500

FRANK CASSIDY 2004 532809 131300 235125 33000 5127
PRESIDENTAND CHIEF OPERATING 2003 488170 306100 5002
OFFICEROF POWER 2002 468243 235900 130000 5003

AMOUNTSAMOUNT AWARDEDWERE EARNEDUNDERTHE RESTATEDAND AMENDED MANAGEMENTINCENTIVE COMPENSATIONPLAN AND

DETERMINED AND PAIDIN THEFOLLOWINGYEAR

VALUE AS OF ORIGINALAWARDDATEBASED ON THECLOSINGPRICEOF 4275 ON THENYSE ON MAY 2004 WITH ONETHIRD OF

THE SHARESSHARE VESTINGON EACH OF DECEMBER 31 2004 DECEMBER 31 2005 AND DECEMBER 31 2006 DIVIDENDSDIVIDEND ON THE

SHARESSHARE AWARDEDARE PAIDIN CASHFROM THE DATEOF THE AWARD THE FAIR MARKETVALUE OF THE PSEG COMMON STOCKAT THE

TIME OF VESTINGOF THEFIRSTONETHIRD OF THE SHARESSHARE WAS 5231

ALL GRANTSGRANTOFOPTIONSOPTIONTO PURCHASESHARESSHARE OF PSEG COMMON STOCK WERE NONQUALIFIEDOPTIONSOPTION

REPRESENTSREPRESENTEMPLOYERCONTRIBUTIONTO THETHRIFT AND TAXDEFERRED SAVINGSSAVINGPLAN

MR IZZO WAS ELECTEDTO HIS CURRENTPOSITIONEFFECTIVEOCTOBER 18 2003
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OPTIONGRANTSGRANT IN LAST FISCAL YEAR 2004

NUMBER OF OF TOTAL EXERCISE GRANT DATE

SECURITIESSECURITIE OPTIONSOPTION GRANTED OR BASE PRESENT

UNDERLYING TO EMPLOYEESEMPLOYEE PRICE EXPIRATION VALUE

ME OPTIONSOPTION GRANTED1 IN FISCAL YEAR ISH DATE

JAMESJAME FERLAND 135000 156 4275 5314 900450
ROBERT DOUGHERTYJR 33000 38 4275 5314 220110
THOMASTHOMA 33000 38 4275 5314 220110

RALPHIZZO 33000 38 4275 5314 220110

FRANKCASSIDY 33000 38 4275 5314 220110

GRANTEDUNDER 2004 LTIP WITH EXERCISABILITYCOMMENCINGJANUARY2005 JANUARY 2006 AND JANUARY 2007

RESPECTIVELYWITH RESPECTTO ONETHIRD OF THEOPTIONSOPTIONAT EACH SUCH DATE

DETERMINED USINGTHE BLACKSCHOLESBLACKSCHOLE MODEL INCORPORATINGTHEFOLLOWINGMATERIALASSUMPTIONSASSUMPTIONAND ADJUSTMENTSADJUSTMENT
EXERCISEPRICEOF 4275 EQUALTO THEFAIR MARKETVALUE OF THEUNDERLYINGPSEG COMMON STOCKON THE DATEOF

GRANT AN OPTIONTERM OFTEN YEARSYEAR ON ALLGRANTSGRANT INTERESTRATE OF472 THATREPRESENTTHEINTERESTRATE ON UNITED

STATESSTATE TREASURYSECURITIESSECURITIE ON THE DATEOF GRANTWITH MATURITYDATE CORRESPONDINGTO THATOF THEOPTIONTERMSTERM

VOLATILITYOF 2691 CALCULATEDUSINGDAILYPSEG COMMON STOCKPRICESPRICEFORTHE ONEYEAR PERIODPRIORTO THEGRANT
DATE DIVIDEND YIELDOF515 AND REDUCTIONSREDUCTION OF APPROXIMATELY779 TO REFLECTTHEPROBABILITYOF FORFEITUREDUE

TO TERMINATIONPRIORTO VESTINGAND APPROXIMATELY1024 TO REFLECTTHEPROBABILITYOF SHORTENEDOPTIONTERM DUE TO

TERMINATIONOF EMPLOYMENTPRIORTO THEOPTIONEXPIRATIONDATESDATE ACTUAL VALUESVALUE WHICH MAY BE REALIZEDIF ANY UPON ANY
EXERCISEOF SUCH OPTIONSOPTIONWILLBE BASED ON THE MARKETPRICEOF PSEG COMMON STOCKAT THE TIME OF ANY SUCH EXERCISE

AND THUSTHU ARE DEPENDENTUPON FUTUREPERFORMANCEOF PSEG COMMON STOCK THERE IS NO ASSURANCE THATANY SUCH VALUE

REALIZEDWILL BE AT OR NEAR THE VALUE ESTIMATEDBYTHEBLACKSCHOLESBLACKSCHOLE MODEL UTILIZED

AGGREGATEDOPTIONEXERCISESEXERCISE IN LAST FISCAL YEAR 2004 AND

FISCAL YEAREND OPTIONVALUESVALUE DECEMBER 31 2004

NUMBER OF VALUE OF UNEXERCISED

UNEXERCISEDOPTIONSOPTION TH OPTIONSOPTION

AT FISCAL END AT FISCALYEAREND
SHARESSHARE

ACQUIRED
ON VALUE

EXERCISE REALIZED EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXERCISABLE

NAME

JAMESJAME FERLAND NONE 1348333 251667 18402793 3590707
ROBERT DOUGHERTYJR NONE 591667 126333 6238069 1564428
THOMASTHOMA OFLYNN NONE 416667 176333 4375507 1771053

RALPHIZZO NONE 156333 244667 1931266 2734967
FRANK CASSIDY NONE 666667 126333 7937382 1564428

REFLECTSREFLECT OPTIONSOPTIONGRANTEDANDOR EXERCISEDTHROUGHDECEMBER 31 2004

REPRESENTSREPRESENTDIFFERENCEAT DECEMBER 31 2004 BETWEEN MARKETPRICEOF PSEG COMMON STOCK5231 AND THE

RESPECTIVEEXERCISEPRICESPRICEOF THEOPTIONSOPTIONSUCH AMOUNTSAMOUNT MAY NOT NECESSARILYBE REALIZED ACTUAL VALUESVALUE WHICH MAY BE

REALIZEDIF ANY UPON ANY EXERCISEOF SUCHOPTIONSOPTIONWILLBE BASED ON THE MARKETPRICEOFPSEG COMMON STOCKAT THE

TIME OF ANY SUCH EXERCISEAND THUSTHU ARE DEPENDENTUPON FUTUREPERFORMANCEOF PSEG COMMON STOCK

229

LE L2OSETTINGSTEMPORARY 7152005



PAGE292 OF466

EMPLOYMENTCONTRACTSCONTRACT AND ARRANGEMENTSARRANGEMENT

PSEG ENTEREDINTO AN EMPLOYMENTAGREEMENTDATEDAS OF JUNE 16 1998 AND AMENDED AS OFNOVEMBER 20 2001 WITH

MR FERLAND TOGETHERTHE ORIGINALFERLANDEMPLOYMENTAGREEMENTAND FURTHERAS AMENDED ON DECEMBER 20 2004 THE
SECOND AMENDMENT COVERINGHIS EMPLOYMENTAS CHIEF EXECUTIVE OFFICERTHROUGHMARCH 31 2007 THE ORIGINALFERLAND

EMPLOYMENTAGREEMENTPROVIDESPROVIDETHATMR FERLANDWILL BE RENOMINATED FORELECTIONAS DIRECTORDURINGHIS EMPLOYMENT
UNDERTHEORIGINALFERLANDEMPLOYMENTAGREEMENTTHE ORIGINALFERLANDEMPLOYMENTAGREEMENTALSOPROVIDESPROVIDETHAT

MR FERLANDSFERLAND BASE SALARYTARGETANNUALINCENTIVE BONUSBONU AND LONGTERMINCENTIVE BONUSBONU WILL BE DETERMINEDBASED ON

COMPENSATIONPRACTICESPRACTICEFORCEOSCEO OF SIMILAR COMPANIESCOMPANIEAND THATHIS ANNUALSALARYWILL NOT BE REDUCEDDURINGITS TERM THE

ORIGINALFERLANDEMPLOYMENTAGREEMENTALSOPROVIDESPROVIDEFORAN AWARD TO HIM OF 150000 SHARESSHARE OFRESTRICTEDPSEG COMMON

STOCK AS OF JUNE 16 1998 AND 60000 SHARESSHARE OF RESTRICTEDPSEG COMMON STOCKAS OFNOVEMBER 20 2001 WITH 60000 SHARESSHARE

VESTINGIN 2002 20000 SHARESSHARE VESTINGIN 2003 30000 SHARESSHARE VESTINGIN 2004 40000 SHARESSHARE VESTINGIN 2005 30000 SHARESSHARE

VESTINGIN 2006 AND 30000 SHARESSHARE VESTINGIN 2007 THE ORIGINALFERLANDEMPLOYMENTAGREEMENTPROVIDESPROVIDEFORTHEGRANTING
OF 22 YEARSYEAR OF PENSIONCREDITFORMR FERLANDSFERLAND PRIORSERVICEWHICH WAS AWARDEDAT THETIME OFHIS INITIAL EMPLOYMENT

THE SECOND AMENDMENT PROVIDESPROVIDETHATAS OF COMPLETIONOF THE MERGER MR FERLAND WILL SERVE AS THE CHAIRMAN OF THE

EXELON BOARDOF DIRECTORSDIRECTOR MR FERLAND WILL NOT HAVE ANY EXECUTIVE DUTIESDUTIE AFTERCOMPLETIONOF THEMERGER MR FERLANDSFERLAND TERM

OF EMPLOYMENTCONTINUESCONTINUE THROUGHMARCH 31 2007 AT WHICH TIME HE HAS AGREEDTO RETIREDURINGTHE TERM OF EMPLOYMENT
MR FERLANDSFERLAND ANNUALSALARYTARGETANNUALINCENTIVE BONUSBONU AND TARGETLONGTERMINCENTIVE BONUSBONU WILL BE SET BYTHE EXELON
BOARDOF DIRECTORSDIRECTORBUT WILLNOT BE LESSLES THANTHE AMOUNTSAMOUNT PAIDTO HIM OR THETARGETSTARGETSET FORHIM IMMEDIATELYPRIORTO COMPLETION
OF THE MERGER UNDER THE SECOND AMENDMENT MR FERLANDWAIVED HIS RIGHTTO RESIGNHIS EMPLOYMENTFORGOODREASON AS

RESULTOF THEMERGERBECAUSE OF THECHANGESCHANGETO HIS TITLEAUTHORITYDUTIESDUTIE RESPONSIBILITIESRESPONSIBILITIEAND REPORTINGLINESLINE HE IS NOT

APPOINTEDTO THEPOSITIONOF CHIEF EXECUTIVE OFFICEROF EXELON AND ANOTHERINDIVIDUAL IS APPOINTEDTO THEPOSITIONOF

CHIEF EXECUTIVE OFFICEROFEXELON FURTHERUNDERTHE SECOND AMENDMENT MR FERLANDACKNOWLEDGEDTHATTHECHANGESCHANGEIN HIS

TITLEAUTHORITYDUTIESDUTIE RESPONSIBILITIESRESPONSIBILITIEAND REPORTINGLINESLINE DO NOT CONSTITUTE TERMINATIONOF HIS EMPLOYMENTWITHOUT CAUSE

AS RESULTMR FERLANDWILL NOT BE ENTITLEDTO ANY SEVERANCE PAYMENTAS RESULTOF CONSUMMATION OF THE MERGERWITH

EXELON OTHERWISETHEPROVISIONSPROVISIONOF THEORIGINALFERLANDEMPLOYMENTAGREEMENTAS AMENDEDPROVIDINGFORSEVERANCE

PAYMENTSPAYMENT ON THETERMINATIONOF HIS EMPLOYMENTWITHOUTCAUSE OR ON THERESIGNATIONOFHIS EMPLOYMENTFORGOODREASON
REMAIN IN EFFECT

UNDER THE SECOND AMENDMENT WHEN MR FERLANDRETIRESRETIRE AT THE END OFHIS TERM OF EMPLOYMENTON MARCH 31 2007 HE

WILL BE FULLYVESTEDIN ANY OUTSTANDINGSHARESSHARE OFRESTRICTEDSTOCKAND ANY OTHEREQUITYAWARDSAWARD HE RECEIVED AS LONGTERM
INCENTIVE AWARDAND HE WILLBE PAIDANY PREVIOUSLYDEFERREDCOMPENSATIONHE WILL NOT RECEIVE ANY SPECIALSEVERANCE

PAYMENTSPAYMENT ON RETIREMENT

THE SECOND AMENDMENT ONLYBECOMESBECOME EFFECTIVEIF THE MERGERIS COMPLETED

PSEG ENTEREDINTO AN EMPLOYMENTAGREEMENTDATEDAS OF APRIL18 2001 AND AMENDED AS OF DECEMBER 21 2001 WITH

MR OFLYNNTHE OFLYNN EMPLOYMENTAGREEMENTCOVERINGHIS EMPLOYMENTAS EXECUTIVE VICE PRESIDENTAND CHIEF

FINANCIAL OFFICERTHROUGHJULY 2006 THE OFLYNNEMPLOYMENTAGREEMENTPROVIDESPROVIDETHATMR OFLYNNSOFLYNN BASE SALARYTARGET
ANNUAL INCENTIVEBONUSBONU AND LONGTERMINCENTIVE BONUSBONU WILL BE DETERMINEDBASED ON COMPENSATIONPRACTICESPRACTICEOF SIMILAR

COMPANIESCOMPANIEAND THATHIS ANNUAL SALARYWILL NOT BE REDUCEDDURINGITS TERM THE OFLYNNEMPLOYMENTAGREEMENTALSOPROVIDED
FORAN AWARD TO HIM OF 100000 SHARESSHARE OF RESTRICTEDPSEG COMMON STOCKALLOF WHICH HAVE FULLYVESTED THE OFLYNN
EMPLOYMENTAGREEMENTAWARDEDMR OFLYNN250000 OPTIONSOPTIONOF PSEG COMMON STOCKOF WHICH 50000 VEST ON EACH JULY
FROM 2002 THROUGH2006 AND EXPIREON JULY 2011 PROVIDEDHE HAS REMAINED CONTINUOUSLYEMPLOYEDBYPSEG THROUGH
SUCH VESTINGDATESDATE THE
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OFLYNNEMPLOYMENTAGREEMENTALSOAWARDED50000 OPTIONSOPTIONALLOF WHICH HAVE FULLYVESTED THE LYNN EMPLOYMENT
AGREEMENTPROVIDESPROVIDEFORTHEGRANTINGUPON THECOMPLETIONOF FIVE YEARSYEAR OF SERVICEWITH PSEG OF 15 YEARSYEAR OF PENSIONCREDIT

FORMR SH PRIORSERVICE

PSEG HAS ENTEREDINTO EMPLOYMENTAGREEMENTSAGREEMENTWITH EACH OFMESSRSMESSR CASSIDYDOUGHERTYAND IZZO DATEDRESPECTIVELY
AS OF OCTOBER17 2000 OCTOBER17 2000 AND OCTOBER18 2003 COVERINGTHERESPECTIVEEMPLOYMENTOF EACH IN THEPOSITION
LISTEDIN THESUMMARYCOMPENSATIONTABLE THROUGHOCTOBER 16 2005 FORMESSRSMESSR CASSIDYAND DOUGHERTYAND OCTOBER 18
2008 FORMR IZZO THE AGREEMENTSAGREEMENTARE ESSENTIALLYIDENTICALAND PROVIDETHATTHE BASE SALARYTARGETANNUALINCENTIVEBONUSBONU

AND LONGTERMINCENTIVE BONUSBONU OFEACH WILL BE DETERMINED BASED ON COMPENSATIONPRACTICESPRACTICEOF SIMILAR COMPANIESCOMPANIEAND THAT

ANNUALSALARYWILL NOT BE REDUCEDDURINGITS TERM AND AWARDEDTO EACHOF THEM 250000 OPTIONSOPTIONOFPSEG COMMON STOCK
50000 OF WHICH VEST ON EACH OCTOBER 17 FROM 2001 THROUGH2005 FORMESSRSMESSR CASSIDYAND DOUGHERTYAND OCTOBER18 FROM

2004 THROUGH2008 FORMR IZZO AND EXPIREON OCTOBER 17 2010 FORMESSRSMESSR CASSIDYAND DOUGHERTYAND 2013 FORMR IZZO

PROVIDEDTHE INDIVIDUAL HAS REMAINED CONTINUOUSLYEMPLOYEDBYPSEG THROUGHEACH SUCH VESTINGDATE

EACH OF THEAGREEMENTSAGREEMENTDISCUSSEDABOVE FURTHERPROVIDESPROVIDETHATIF THE INDIVIDUAL IS TERMINATEDWITHOUTCAUSE OR RESIGNSRESIGN
FORGOODREASON AS THOSETERMSTERM ARE DEFINED IN EACH AGREEMENTDURINGTHETERM OF SUCH AGREEMENTTHERESPECTIVEENTIRE

RESTRICTEDSTOCKAWARDANDOR ENTIREOPTIONAWARDBECOMESBECOME VESTEDTHE INDIVIDUAL WILL BE PAID BENEFIT OFTWO TIMESTIME BASE

SALARYAND TARGETBONUSBONU AND HIS WELFAREBENEFITSBENEFIT WILL BE CONTINUED FORTWO YEARSYEAR UNLESSUNLES HE IS SOONER EMPLOYEDIN THEEVENT

SUCH TERMINATIONOCCURSOCCUR AFTER CHANGEIN CONTROLALSOAS DEFINED IN EACH AGREEMENTTHEPAYMENTTO THE INDIVIDUAL

BECOMESBECOME THREETIMESTIME THE SUM OF SALARYAND TARGETBONUSBONU CONTINUATIONOF WELFAREBENEFITSBENEFIT FORTHREEYEARSYEAR UNLESSUNLES SOONER

REEMPLOYEDPAYMENTOF THE NET PRESENTVALUE OF PROVIDINGTHREEYEARSYEAR ADDITIONALSERVICEUNDERPSEGSPSEG RETIREMENTPLANSPLANAND

GROSSUP FOREXCISE TAXESTAXE DUE UNDERTHE INTERNALREVENUE CODE ON ANY TERMINATIONPAYMENTSPAYMENT EACH OF THEAGREEMENTSAGREEMENT
PROVIDESPROVIDETHATTHE INDIVIDUAL IS PROHIBITEDFORONE YEARTWO YEARSYEAR FORMR FERLANDFROM COMPETINGWITH AND FORTWO YEARSYEAR
FROM RECRUITINGEMPLOYEESEMPLOYEEFROMPSEG OR ITS SUBSIDIARIESSUBSIDIARIE OR AFFILIATESAFFILIATEAFTERTERMINATIONOF EMPLOYMENTVIOLATION OF THESE

PROVISIONSPROVISIONREQUIRESREQUIREFORFEITUREOF THERESPECTIVERESTRICTEDSTOCKAND OPTIONGRANTSGRANTAND CERTAINBENEFITSBENEFIT

UNDER THEMERGERAGREEMENTPSEG HASRESERVEDTHERIGHTTO RENEW THESEAGREEMENTSAGREEMENTEXCEPTFORMR FERLANDSFERLAND FOR

TERM NOT TO EXCEED TWO YEARSYEAR FOLLOWINGTHECLOSINGOF THE MERGER

COMPENSATIONCOMMITTEE INTERLOCKSINTERLOCK AND INSIDER PARTICIPATION

DURING2004 EACH OF THEFOLLOWINGINDIVIDUALSINDIVIDUAL SERVEDAS MEMBER OF THEPSEG ORGANIZATIONAND COMPENSATION
COMMITTEE SHIRLEYANN JACKSONCHAIR ERNEST DREW UQ HARPERWILLIAM HICKEYAND THOMASTHOMA RENYI
DURING2004 NO MEMBER OF THE PSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE WAS AN OFFICEROR EMPLOYEEOR FORMER

OFFICEROR EMPLOYEEOF ANY PSEG COMPANY NO OFFICEROF PSEG SERVEDON THECOMPENSATIONCOMMITTEE OF ANY OF THE

COMPANIESCOMPANIEFORWHICH ANY OF THESEINDIVIDUALSINDIVIDUAL SERVEDAS AN OFFICER

COMPENSATIONOFDIRECTORSDIRECTOR AND CERTAIN BUSINESSBUSINES RELATIONSHIPSRELATIONSHIP

DURING2004 EACH DIRECTORWHO WAS NOT AN OFFICEROF PSEG OR ITS SUBSIDIARIESSUBSIDIARIE AND AFFILIATESAFFILIATE WAS PAIDAN ANNUALRETAINER

OF 40000 AND FEE OF 1500 FORATTENDANCEAT ANY PSEG BOARDOF DIRECTORSDIRECTOROR COMMITTEE MEETINGINSPECTIONTRIP
CONFERENCEOR OTHERSIMILAR ACTIVITYRELATINGTOPSEG OR PSEG ON JANUARY18 2005 THE ANNUALRETAINERWAS INCREASEDTO

50000 FORTHE YEAR2005 PURSUANTTO THECOMPENSATIONPLAN FOROUTSIDE DIRECTORSDIRECTOR CERTAINPERCENTAGECURRENTLYFIFTY
PERCENTOF THEANNUAL RETAINERIS PAIDIN SHARESSHARE OF PSEG COMMON STOCK NO ADDITIONALRETAINERIS PAIDFORSERVICEAS DIRECTOR

OF PSEG EACH COMMITTEE CHAIR RECEIVEDAN ADDITIONAL ANNUALRETAINEROF 5000 EXCEPTFOR
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THECHAIR OF THEPSEG AUDITCOMMITTEEWHO RECEIVED 10000 IN ADDITIONEACH MEMBER OF THEPSEG AUDIT COMMITTEE

RECEIVED AN ADDITIONALANNUALRETAINEROF 5000

PSEG ALSOMAINTAINSMAINTAIN STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR PURSUANTTO WHICH DIRECTORSDIRECTOR WHO ARE NOT EMPLOYEESEMPLOYEEOF PSEG OR

ITS SUBSIDIARIESSUBSIDIARIE AND AFFILIATESAFFILIATE RECEIVESHARESSHARE OF RESTRICTEDSTOCKFOREACH YEAROF SERVICEAS DIRECTORFOR 2004 THISTHI AMOUNT

WAS 800 SHARESSHARE OFPSEG COMMON STOCKINCREASEDTO 1000 SHARESSHARE FOR2005 SUCH SHARESSHARE HELDBYEACH NONEMPLOYEE
DIRECTORARE INCLUDED IN THE TABLEABOVE UNDER SECURITY OWNERSHIPOF DIRECTORSDIRECTORMANAGEMENTAND CERTAIN BENEFICIAL

OWNERSOWNER

THE RESTRICTIONSRESTRICTIONON THE SHARESSHARE OFPSEG COMMON STOCKGRANTEDUNDERTHE STOCKPLAN FOROUTSIDE DIRECTORSDIRECTOR PROVIDETHAT

THESHARESSHARE ARE SUBJECTTO FORFEITUREIF THEDIRECTORLEAVESLEAVE SERVICEAT ANY TIME PRIORTO THEANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER

FOLLOWINGHIS OR HER70TH BIRTHDAYTHISTHI RESTRICTIONWOULDBE DEEMED TO HAVE BEEN SATISFIEDIF THE DIRECTORSDIRECTOR SERVICEWERE

TERMINATEDAFTER CHANGEIN CONTROLAS DEFINED IN THEPLANOR IF THE DIRECTORWERE TO DIE IN OFFICE PSEG ALSOHAS THEABILITY
TO WAIVE THESERESTRICTIONSRESTRICTIONFORGOODCAUSE SHOWN RESTRICTEDSTOCKMAY NOT BE SOLDOR OTHERWISETRANSFERREDPRIORTO THELAPSE
OF THERESTRICTIONSRESTRICTION

DIVIDENDSDIVIDEND ON SHARESSHARE OF PSEG COMMON STOCKHELD SUBJECTTO RESTRICTIONSRESTRICTIONARE PAIDDIRECTLYTO THE DIRECTORAND THE DIRECTOR

HAS THERIGHTTO VOTE THE SHARESSHARE OF PSEG COMMON STOCK

COMPENSATIONPURSUANT TO PENSION PLANSPLAN

THE TABLEBELOW ILLUSTRATESILLUSTRATEANNUALRETIREMENTBENEFITSBENEFIT FOREXECUTIVEOFFICERSOFFICER EXPRESSEDIN TERMSTERM OF SINGLELIFE ANNUITIESANNUITIE

BASED ON THE AVERAGEFINAL COMPENSATIONAND SERVICESHOWN AND RETIREMENTAT AGE 65 PERSONSPERSONANNUALRETIREMENTBENEFITIS

BASED UPON PERCENTAGETHATIS EQUALTO YEARSYEAR OF CREDITEDSERVICEPLUSPLU 30 BUT NOT MORE THAN75 TIMESTIME AVERAGEFINAL

COMPENSATIONAT THEEARLIEROF RETIREMENTATTAINMENTOF AGE 65 OR DEATH THESE AMOUNTSAMOUNT ARE REDUCEDBYSOCIAL SECURITY
BENEFITSBENEFIT AND CERTAINRETIREMENTBENEFITSBENEFIT FROM OTHEREMPLOYERSEMPLOYERPENSIONSPENSION IN THE FORM OFJOINTAND SURVIVORANNUITIESANNUITIE ARE ALSO

AVAILABLE

PENSION PLAN TABLE

LENGTH SERVICE

AVERAGEFINAL COMPENSATION 30 YEARSYEAR 35 YEARSYEAR 40 YEARSYEAR 45 YEARSYEAR

500000 300000 325000 350000 375000

600000 360000 390000 420000 450000
700000 420000 455000 490000 525000
800000 480000 520000 560000 600000
900000 540000 585000 630000 675000

1000000 600000 650000 700000 750000

1100000 660000 715000 770000 825000

1200000 720000 780000 840000 900000

1300000 780000 845000 910000 975000

1400000 840000 910000 980000 1050000
1500000 900000 975000 1050000 1125000

AVERAGEFINAL COMPENSATIONFORPURPOSESPURPOSE OFRETIREMENTBENEFITSBENEFIT OF EXECUTIVE OFFICERSOFFICER IS GENERALLYEQUIVALENTTO THE

AVERAGEOF THEAGGREGATEOF THESALARYAND BONUSBONU AMOUNTSAMOUNT REPORTEDIN THESUMMARYCOMPENSATIONTABLE ABOVE UNDER

ANNUAL COMPENSATIONFORTHE FIVE YEARSYEAR PRECEDINGRETIREMENTNOT TO EXCEED 150 OFTHE AVERAGEANNUALSALARYFORSUCH

FIVE YEARPERIODMESSRSMESSR FERLANDDOUGHERTYOFLYNNCASSIDYAND IZZO WILL HAVE ACCRUEDAPPROXIMATELY48 48 4448 AND

36 YEARSYEAR OF CREDITEDSERVICERESPECTIVELYAS OF AGE 65
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ORGANIZATIONAND COMPENSATIONCOMMITTEE REPORTON EXECUTIVE COMPENSATION

THE COMPENSATIONPROGRAMFOREXECUTIVE OFFICERSOFFICER OFPSEG AND ITS SUBSIDIARIESSUBSIDIARIE IS ADMINISTEREDBYTHEPSEG

ORGANIZATIONAND COMPENSATIONCOMMITTEE OF THE PSEG BOARDOF DIRECTORSDIRECTOR THE PSEG ORGANIZATIONAND COMPENSATION
COMMITTEE OPERATESOPERATEUNDER WRITTENCHARTERADOPTEDBYTHEPSEG BOARD OFDIRECTORSDIRECTOR COPY OF WHICH IS POSTEDON

WEBSITEWWWPSEGCOMINVESTORGO DURING2004 THE COMMITTEE CONSISTEDSOLELYOF INDEPENDENTDIRECTORSDIRECTOR

COMPENSATIONPLANSPLANDEVELOPEDBYTHE COMMITTEE ARE APPROVEDBYTHE FULLPSEG BOARDOF DIRECTORSDIRECTOR ADMINISTRATION OF THE

PLANSPLANIS THERESPONSIBILITYOF THE PSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE

THE COMMITTEESCOMMITTEE PHILOSOPHYON EXECUTIVE COMPENSATIONIS TO BASE COMPENSATIONON THE VALUE AND LEVELOFPERFORMANCE
OF THEEXECUTIVE AND TO LINK COMPENSATIONTO SHAREHOLDERVALUE TO ACHIEVE THISTHI RESULTTHECOMMITTEE HAS DEVELOPEDAND

ADMINISTERSADMINISTER SEVERALPAY DELIVERYSYSTEMSSYSTEMDESIGNEDTO FOCUSFOCU EXECUTIVE EFFORTSEFFORT ON IMPROVINGCORPORATEPERFORMANCETHESE

SYSTEMSSYSTEM INCLUDE BASE SALARYAN IM INCENTIVE COMPENSATIONPLANAND LONGTERMINCENTIVE COMPENSATIONPLANTHE PRIOR
LONGTERMCOMPENSATIONPLANPERMITSPERMITONLYTHEUSE OF STOCKOPTIONSOPTIONOVER THEPASTSEVERALYEARSYEAR THE COMMITTEE HAS SHIFTEDTHE

RELATIONSHIPOF THESEELEMENTSELEMENT TO PLACE HIGHERPORTIONON LONGTERMCOMPENSATIONTO INCREASETHELINKAGEOF EXECUTIVE

COMPENSATIONWITH LONGTERMSHAREHOLDERVALUE IN 2004 SHAREHOLDERSSHAREHOLDERAPPROVEDNEW LONGTERMINCENTIVE COMPENSATION
PLANTHE 2004 LONGTERMINCENTIVE PLAN TO PERMITTHEUSE OF OTHERLONGTERMINCENTIVE COMPENSATIONVEHICLESVEHICLE SUCH AS

PERFORMANCESHARESSHARE AND RESTRICTEDSTOCKIN ADDITION TO STOCKOPTIONSOPTIONALSO INCLUDED AS COMPENSATIONARE DEFERRED

COMPENSATIONPLANEMPLOYERCONTRIBUTIONSCONTRIBUTION TO 401K PLANAND AN EMPLOYEESTOCKPURCHASEPLAN

BASE SALARYLEVELSLEVEL ARE REVIEWED ANNUALLYUSINGCOMPENSATIONDATACOMPILEDBYOUTSIDECOMPENSATIONEXPERTSEXPERTFORSIMILAR

POSITIONSPOSITIONAND COMPARABLECOMPANIESCOMPANIETHE UTILITIESUTILITIE SURVEYEDINCLUDE SOME OF BUT ARE NOT LIMITED TO THOSEINCLUDED IN THE

DOW JONESJONE UTILITIESUTILITIE INDEX MOST OFTHEGENERALINDUSTRYCOMPANIESCOMPANIESURVEYEDARE INCLUDED IN THE SP 500 COMPOSITESTOCK

PRICE INDEX EACH OF THESEINDICESINDICE IS SHOWN IN THEPERFORMANCEGRAPHBELOW FOR PSEG POSITIONSPOSITIONMARKETDATA IS REVIEWED

FORLARGEELECTRICAND GAS UTILITIESUTILITIE AS WELLAS FORGENERALINDUSTRYFOR PSEG POWERDATAFORENERGYSERVICESSERVICE AND RELEVANT

GENERALINDUSTRYIS UTILIZEDWHILE FORPSEG ENERGYHOLDINGSHOLDINGAND PSEG SERVICESSERVICE POSITIONSPOSITIONRELEVANTGENERALINDUSTRYDATA IS

TAKEN INTOCONSIDERATIONINDIVIDUAL PERFORMANCEOF THE EXECUTIVE WITH RESPECTTO CORPORATEPERFORMANCECRITERIAIS DETERMINED

AND TAKEN INTO ACCOUNT WHEN SETTINGSALARIESSALARIE AGAINSTTHECOMPETITIVEMARKET DATA SUCH CORPORATEPERFORMANCECRITERIAINCLUDE

ATTAINMENTOF BUSINESSBUSINES UNIT PLANSPLANAND FINANCIALTARGETSTARGETAS WELL AS INDIVIDUAL MEASURESMEASURE FOREACHEXECUTIVE OFFICERRELATEDTO

SUCHPERSONSPERSONAREA OF RESPONSIBILITYIN ADDITIONFACTORSFACTOR SUCH AS LEADERSHIPABILITYMANAGERIALSKILLSSKILL AND OTHERPERSONAL
APTITUDESAPTITUDEAND ATTRIBUTESATTRIBUTE ARE CONSIDERED BASE SALARIESSALARIE FORSATISFACTORYPERFORMANCEARE TARGETEDAT THE MEDIAN OF THE

COMPETITIVEMARKET GENERALLYFOR2004 BASE SALARIESSALARIE WERE INCREASEDFROM 2003 LEVELSLEVEL TO REFLECTGENERALMARKETADJUSTMENTSADJUSTMENT
FORCOMPARABLEPOSITIONSPOSITION

FOR FISCALYEAR2004 THEBASE SALARYOF JAMESJAME FERLANDCHAIRMAN OFTHEBOARD PRESIDENTAND CHIEF EXECUTIVE OFFICER
BASED ON OVERALLPERFORMANCEAND CONSIDERATIONOF MARKETDATAWAS SET AT RATE WHICH WAS APPROXIMATELYTHE MEDIAN OF

COMPARABLESIZE ENERGYCOMPANIESCOMPANIESINCE THE INCENTIVE COMPENSATIONPLANSPLANDISCUSSEDBELOW HAVE BEEN BASED IN PARTUPON

PERCENTAGEOF SALARYTHESEELEMENTSELEMENT OF MR FERLANDSFERLAND COMPENSATIONMAY BE AFFECTEDBY INCREASESINCREASE IN SALARYIN DETERMINING
BASE SALARYFORMR FERLANDINDIVIDUAL PERFORMANCEIN RELATIONTO CORPORATEPERFORMANCEFACTORSFACTOR SUCH AS ACHIEVEMENT OF

BUSINESSBUSINES PLANSPLAN FINANCIALRESULTSRESULTSAFETYHUMAN RESOURCESRESOURCE MANAGEMENTNUCLEAROPERATIONSOPERATIONAND CIVIC LEADERSHIPARE

CONSIDERED

THE RESTATEDAND AMENDED MANAGEMENTINCENTIVE COMPENSATIONPLAN IS DESIGNEDTO MOTIVATE AND REWARDEXECUTIVESEXECUTIVE

FORBOTH ACHIEVEMENT OF INDIVIDUAL GOALSGOALAND OVERALLCOMPANY RESULTSRESULT AND OPERATESOPERATEAS AN INCENTIVE COMPENSATIONPOOLPLAN
PURSUANTTO WHICH AN AWARDFUND IS ESTABLISHEDBYTHE COMMITTEE EACHYEAR THE MAXIMUM AWARDFUND IN ANY YEAR IS 25 OF

PSEGSPSEG NET INCOME MR SH MAXIMUM AWARDCANNOT EXCEED 10 OF THEAWARDFUND AND THE MAXIMUM AWARDFOR
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OTHERPARTICIPANTSPARTICIPANTCANNOT EXCEED 90 OF THE AWARDFUND DIVIDED BYTHE NUMBER OF PARTICIPANTSPARTICIPANTOTHERTHANMR FERLANDFOR

THATPLANYEAR THE COMMITTEE HAS THEAUTHORITYTO REDUCETHE AWARDOF ANY PARTICIPANTBELOW THE MAXIMUM AWARDOTHERWISE

PAYABLEBASED UPON CRITERIAIT DEEMSDEEM APPROPRIATEWHEN CONSIDERINGWHETHERTO REDUCETHE AWARDOF ANY EXECUTIVEOFFICER

BELOW THE MAXIMUM ALLOWEDUNDERTHEPLANFOR2004 THE COMMITTEE CONSIDERED COMBINATION OF CORPORATERESULTSRESULTBUSINESSBUSINES

FACTORSFACTOR AND INDIVIDUAL RESULTSRESULT INCLUDINGFINANCIAL AND BUSINESSBUSINES PERFORMANCEBUSINESSBUSINES STRATEGYAND PLANNINGCUSTOMER

OPERATIONSOPERATIONCORPORATEGOVERNANCEHEALTHAND SAFETYMANAGEMENTOF CORPORATESUPPORTSERVICESSERVICE COST SAVINGSSAVINGAND LEGALAND

ENVIRONMENTALPERFORMANCE

ANNUAL AWARDSAWARD ARE DETERMINED WITHIN 120 DAYSDAY AFTERTHEEND OF THE FISCALYEAR AWARDSAWARD FOR2004 PERFORMANCEINCLUDING
FERLANDSFERLAND WERE DETERMINED IN JANUARY2005 THE COMMITTEE DETERMINED TO REDUCEMR SH AND THE OTHEREXECUTIVE

OFFICERSOFFICER AWARDSAWARD BELOW THE MAXIMUM ALLOWEDBASED ON ITS EVALUATIONOF THE FACTORSFACTORENUMERATED ABOVE AND BECAUSEYEAREND
EARNINGSEARNINGWERE BELOW BUSINESSBUSINES TARGETSTARGET

THE 2004 LONGTERMINCENTIVE PLAN IS DESIGNEDTO PROVIDEDIRECTLINKAGEBETWEEN THE EXECUTIVESEXECUTIVE INTERESTSINTERESTAND

INCREASESINCREASE IN SHAREHOLDERVALUEBYENCOURAGINGCERTAINEXECUTIVESEXECUTIVE OF PSEG AND ITS SUBSIDIARIESSUBSIDIARIE TO INCREASETHEIROWNERSHIPOF

PSEG COMMON STOCKTHROUGHTHEGRANTOF STOCKOPTIONSOPTIONRESTRICTEDSTOCKAND PERFORMANCEUNITSUNIT

GRANT LEVELSLEVEL ARE DETERMINED BYTHE COMMITTEE BASED UPON SEVERALFACTORSFACTORINCLUDINGTHEPARTICIPANTSPARTICIPANTABILITYTO CONTRIBUTE

TO THEOVERALLSUCCESSSUCCES OF PSEG AND ITS SUBSIDIARIESSUBSIDIARIE AND COMPETITIVEMARKET DATA THE LEVELOF GRANTSGRANTIS REVIEWED ANNUALLYBY
THE COMMITTEE THE COMMITTEE DOESDOE NOT CONSIDERPRIORAWARDSAWARD OF STOCKOPTIONSOPTIONRESTRICTEDSTOCKAND PERFORMANCEUNITSUNIT MADE

TO EXECUTIVE OFFICERSOFFICER WHEN DETERMININGGRANTSGRANT

IN 2004 MJ FERLAND WAS GRANTED135000 STOCKOPTIONSOPTION22200 SHARESSHARE OF RESTRICTEDSTOCKAND 22200 PERFORMANCEUNITSUNIT

THE VALUE OF THEGRANTOF STOCKOPTIONSOPTIONTO MR FERLANDWAS BELOW THEMEDIAN OF THECOMPARATIVEMARKETDATA

FERLAND HAS BEEN AWARDED 210000 SHARESSHARE OF RESTRICTEDPSEG COMMON STOCKUNDERTHEORIGINALFERLAND

EMPLOYMENTAGREEMENTWHICH SHARESSHARE VEST IN STAGESSTAGEANNUALLYTHROUGH2007 THE AWARD WAS DESIGNEDTO ALIGNHIS INTERESTSINTEREST

WITH AN INCREASEIN SHAREHOLDERVALUE AND TO INCENTHIM TO REMAIN WITH PSEG AS CHIEF EXECUTIVE OFFICERTHROUGHMARCH 31
2007

SECTION 162M OF THE INTERNALREVENUE CODE GENERALLYDENIESDENIE DEDUCTIONFORUNITED STATESSTATE FEDERALINCOME TAX

PURPOSESPURPOSE FORCOMPENSATIONIN EXCESSEXCES OF MILLION FORPERSONSPERSON NAMED IN THE PROXY STATEMENTEXCEPTFORCOMPENSATION
PURSUANTTO SHAREHOLDERAPPROVEDPERFORMANCEBASEDPLANSPLAN SHAREHOLDERAPPROVALOF THE 2004 LONGTERMINCENTIVE PLAN AND

THE RESTATEDAND AMENDED MANAGEMENTINCENTIVE COMPENSATIONPLAN WAS RECEIVED AT THE 2004 ANNUAL MEETINGOF

SHAREHOLDERSSHAREHOLDER AS RESULTPERFORMANCEBASEDCOMPENSATIONUNDERTHESEPLANSPLANIS NOT NOW SUBJECTTO THELIMITATION ON

DEDUCTIONSDEDUCTION CONTAINEDIN SECTION 162M OF THEINTERNALREVENUE CODE IN 2004 FORPURPOSESPURPOSE OF SECTION 162M OF THE

INTERNALREVENUE CODE MESSRSMESSR FERLANDDOUGHERTYAND HAD COMPENSATIONIN EXCESSEXCES OF MILLION THE COMMITTEE

AND PSEG WILL CONTINUETO EVALUATEEXECUTIVECOMPENSATIONIN LIGHTOF SECTION 162M OF THE INTERNALREVENUE CODE

MEMBERSMEMBER OF THEPSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE

SHIRLEYANN JACKSONCHAIR WILLIAM HICKEY
ERNEST DREW THOMASTHOMA RENYI
CONRAD HARPER
FEBRUARY2005
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AUDIT COMMITTEE REPORT

THE PSEG AUDIT COMMITTEE OF THEPSEG BOARD OF DIRECTORSDIRECTORIS COMPOSEDSOLELYOF INDEPENDENTDIRECTORSDIRECTOR IT OPERATESOPERATE
UNDER WRITTENCHARTERADOPTEDBYTHE PSEG BOARD OFDIRECTORSDIRECTOR WHICH IS POSTEDON SH WEBSITE

WWWPSEGCOMINVESTORGO IT IS ANNUALLYREVIEWED AND ASSESSEDFORADEQUACYBYTHE PSEG AUDIT COMMITTEE

MANAGEMENTIS RESPONSIBLEFORPSEGSPSEG FINANCIAL STATEMENTSSTATEMENT AND INTERNALCONTROLSCONTROL THE INDEPENDENTAUDITOROF PSEG
DELOITTE TOUCHE LLP REPORTSREPORTDIRECTLYTO THEPSEG AUDIT COMMITTEE AND IS RESPONSIBLEFORPERFORMINGAN INDEPENDENTAUDIT

OF PSEGSPSEG ANNUALCONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT IN ACCORDANCEWITH GENERALLYACCEPTEDAUDITINGSTANDARDSSTANDARD AND ON

MANAGEMENTSMANAGEMENTASSESSMENT OF INTERNALCONTROLSCONTROLAND FORISSUINGREPORTSREPORTTHEREONTHE COMMITTEESCOMMITTEE OVERALLRESPONSIBILITYIS TO

ASSISTTHEPSEG BOARDOF DIRECTORSDIRECTOR IN OVERSEEINGTHEQUALITYAND INTEGRITYOFTHEACCOUNTINGAUDITINGAND FINANCIALREPORTING
PRACTICESPRACTICE

IN PERFORMANCEOF ITSRESPONSIBILITIESRESPONSIBILITIETHECOMMITTEE HAS MET AND HELDDISCUSSIONSDISCUSSION WITH MANAGEMENTTHE INTERNAL

AUDITORSAUDITOR AND THE INDEPENDENTAUDITOR THE COMMITTEE PERIODICALLYMEETSMEET PRIVATELYWITH THE INTERNALAUDITORSAUDITOR AND WITH THE

INDEPENDENTAUDITORAND ALSOMEETSMEET IN EXECUTIVE SESSIONWITH ONLYCOMMITTEE MEMBERSMEMBER PRESENT

MANAGEMENTHAS REPRESENTEDTO THE COMMITTEE THATPSEGSPSEG CONSOLIDATEDFINANCIALSTATEMENTSSTATEMENT WERE PREPAREDIN

ACCORDANCEWITH GENERALLYACCEPTEDACCOUNTINGPRINCIPLESPRINCIPLEAND THECOMMITTEE HAS REVIEWED AND DISCUSSEDTHE CONSOLIDATED

AUDITEDFINANCIAL STATEMENTSSTATEMENT WITH MANAGEMENTTHE INTERNALAUDITORSAUDITOR AND THE INDEPENDENTAUDITOR THE COMMITTEE DISCUSSED

WITH THE INDEPENDENTAUDITORTHE MATTERSMATTER REQUIREDTO BE DISCUSSEDBYSTATEMENTON AUDITINGSTANDARDSSTANDARD NO 61

COMMUNICATIONWITH AUDIT COMMITTEESCOMMITTEE AND OTHERREQUIREMENTSREQUIREMENTINCLUDINGTHEFOLLOWING

METHODSMETHOD USED TO ACCOUNT FORSIGNIFICANTTRANSACTIONSTRANSACTION

THEEFFECTOF SIGNIFICANTACCOUNTINGPOLICIESPOLICIEIN EMERGINGAREASAREA

THEPROCESSPROCES USED BYMANAGEMENTIN FORMULATINGACCOUNTINGESTIMATESESTIMATE AND THE BASISBASI FORTHE AUDITORSAUDITOR

CONCLUSIONSCONCLUSION REGARDINGTHE REASONABLENESSREASONABLENES OFTHESEESTIMATESESTIMATE

ANY DISAGREEMENTSDISAGREEMENTWITH MANAGEMENTOVER THEAPPLICATIONOF ACCOUNTINGPRINCIPLESPRINCIPLETHE BASISBASI FORMANAGEMENTSMANAGEMENT
ACCOUNTINGESTIMATESESTIMATE AND THE DISCLOSURESDISCLOSURE IN THE FINANCIALSTATEMENTSSTATEMENT AND

CRITICALACCOUNTINGPOLICIESPOLICIE

THE INDEPENDENTAUDITORALSOPROVIDEDTO THE COMMITTEE THE WRITTENDISCLOSURESDISCLOSURE REQUIREDBYINDEPENDENCESTANDARDSSTANDARD

BOARD STANDARDNO INDEPENDENCEDISCUSSIONSDISCUSSION WITH AUDIT COMMITTEESCOMMITTEE THE COMMITTEE DISCUSSEDWITH THE INDEPENDENT
AUDITORTHE FIRMSFIRM INDEPENDENCEWITH RESPECTTO PSEG AND ITS MANAGEMENTAND DISCUSSEDTHE INTERNALCONTROLSCONTROLAND AN

ASSESSMENT OFTHE AUDITSAUDIT OFDELOITTE TOUCHE LLP BYTHEPUBLIC COMPANYACCOUNTINGOVERSIGHTBOARD THE COMMITTEE HAS

ALSOREVIEWED THEOXLEYH ACT OF 2002 WITH RESPECTTO AUDITORINDEPENDENCEAND HAS DEFINED THE AMOUNT AND SCOPEOF

SERVICESSERVICE THATMAY BE PERFORMEDBYDELOITTE TOUCHE LLP CONSISTENTWITH MAINTAININGTHATFIRMSFIRM INDEPENDENCETHE PSEG

AUDIT COMMITTEE REQUIRESREQUIRETHATALLSERVICESSERVICE OFDELOITTE TOUCHE LLP BE PREAPPROVEDBYTHEAUDIT COMMITTEE OR THE AUDIT

COMMITTEE CHAIR THE COMMITTEE HAS CONSIDEREDWHETHERTHE INDEPENDENTAUDITORSAUDITOR PROVISIONOF NONAUDIT SERVICESSERVICE TO PSEG

AND THEAUDIT AND NONAUDIT FEESFEE PAIDTO THE INDEPENDENTAUDITORARE COMPATIBLEWITH MAINTAININGTHE INDEPENDENTAUDITORSAUDITOR

INDEPENDENCEON THE BASISBASI OF ITSREVIEW THE COMMITTEE DETERMINED THATTHE INDEPENDENTAUDITORHAS THEREQUISITE
INDEPENDENCE

BASED ON THE COMMITTEESCOMMITTEE DISCUSSIONSDISCUSSION WITH MANAGEMENTTHE INTERNALAUDITORSAUDITOR AND THE INDEPENDENTAUDITORTHE

COMMITTEESCOMMITTEE REVIEW OFTHE AUDITEDFINANCIAL STATEMENTSSTATEMENT THEREPRESENTATIONSREPRESENTATIONOF MANAGEMENTREGARDINGTHEAUDITED FINANCIAL

STATEMENTSSTATEMENT AND THEREPORTOF THE INDEPENDENTAUDITORTO THECOMMITTEE
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THECOMMITTEE RECOMMENDED TO THE PSEG BOARD OFDIRECTORSDIRECTOR THATTHEAUDITED FINANCIAL STATEMENTSSTATEMENT BE INCLUDED IN

ANNUAL REPORTON FORM 10K FORTHEFISCALYEARENDED DECEMBER 31 2004 FORFILINGWITH THE SEC

MEMBERSMEMBER OF THE AUDIT COMMITTEE

ALBERT GAMPERJR CHAIR SHIRLEYANN JACKSON

CAROLINE DORSA THOMASTHOMA RENYI
WILLIAM HICKEY RICHARD SWIFT

FEBRUARY16 2005

FEESFEE BILLED TO PSEG BYDELOITTE TOUCHE LLP FOR2004 AND 2003

THE APPOINTMENTTERMINATIONCOMPENSATIONAND OVERSIGHTOF THE WORK OFTHE INDEPENDENTAUDITORDELOITTE TOUCHE

LLP IS THE DIRECTRESPONSIBILITYOF THEPSEG AUDIT COMMITTEE OFTHE PSEG BOARD OFDIRECTORSDIRECTORWHICH REVIEWSREVIEW THEIR

INDEPENDENCETHE SERVICESSERVICE PROVIDEDAND THEIRFEESFEE AS WELL AS PEERREVIEW REPORTSREPORTOFTHEIRPERFORMANCEALL FEESFEE PAIDTO

DELOITTE TOUCHE LLP THE MEMBER FIRMSFIRM OF DELOITTETOUCHE TOHMATSU AND THEIRRESPECTIVEAFFILIATESAFFILIATE COLLECTIVELY
DELOITTE TOUCHE FORALLSERVICESSERVICE AUDIT AND NONAUDIT PROVIDEDTO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE ARE PREAPPROVEDBYTHE AUDIT

COMMITTEE OR ITS CHAIR

AUDIT FEESFEE

THE AGGREGATEFEESFEE BILLED TO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE BYDELOITTE TOUCHE FORAUDIT SERVICESSERVICE RENDEREDFORTHE YEARSYEAR
ENDED DECEMBER 31 2004 AND 2003 TOTALED7686120 AND 4803285 RESPECTIVELYTHE INCREASEIN FEESFEE IN 2004 IS LARGELY
RELATEDTO DELOITTE TOUCHE REVIEW OFPSEGSPSEG INTERNALCONTROLSCONTROLWHICH WAS CONDUCTEDFORTHE FIRSTTIME IN 2004 AS REQUIRED
BYSECTION404 OF THESARBANESSARBANE OXLEYACT THE FEESFEE WERE INCURREDFORAUDITSAUDIT OF THE ANNUALCONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT

OF PSEG AND ITS SUBSIDIARIESSUBSIDIARIE INCLUDINGTHEANNUAL REPORTON FORM 10K OFPSEG AND ITS SUBSIDIARIESSUBSIDIARIE REVIEWSREVIEW OF FINANCIAL

STATEMENTSSTATEMENT INCLUDED IN QUARTERLYREPORTSREPORTON FORM 10Q OFPSEG AND ITS SUBSIDIARIESSUBSIDIARIE AND FORSERVICESSERVICE RENDEREDIN CONNECTION

WITH CERTAINFINANCINGTRANSACTIONSTRANSACTIONAND FEESFEE FORACCOUNTINGCONSULTATIONSCONSULTATIONRELATEDTO THEAPPLICATIONOF NEW ACCOUNTING
STANDARDSSTANDARD AND RULESRULE

AUDIT RELATEDFEESFEE

THE AGGREGATEFEESFEE BILLED TO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE BYDELOITTE TOUCHE FORAUDIT RELATEDSERVICESSERVICE RENDEREDFORTHE

YEARSYEAR ENDED DECEMBER 31 2004 AND 2003 TOTALED1083200 AND 434450 RESPECTIVELYPRIMARILYRELATEDTO AUDITSAUDIT OF

SH EMPLOYEEBENEFIT PLANSPLAN PERFORMINGCERTAINATTEST SERVICESSERVICE AND IN 2004 DUE DILIGENCERELATEDTO THEPROPOSEDMERGER
WITH EXELON

TAC FEESFEE

THE AGGREGATEFEESFEE BILLED TO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE BYDELOITTE TOUCHE FORTAX COMPLIANCETAX PLANNINGAND TAX

ADVICE FORTHE YEARSYEAR ENDED DECEMBER 31 2004 AND 2003 TOTALED888178 AND 1095477 RESPECTIVELY

ALL OTHERFEESFEE

THE AGGREGATEFEESFEE BILLEDTO PSEG AND ITS SUBSIDIARIESSUBSIDIARIE BYDELOITTE TOUCHE FORSERVICESSERVICE OTHERTHANTHE SERVICESSERVICE

DESCRIBED ABOVE TOTALED23500 FORTHE YEARENDED DECEMBER 31 2004 PRIMARILYFORASSISTANCEIN CERTAINLITIGATIONAND

149150 FORTHE YEARENDED DECEMBER 31 2003 PRIMARILYFORALLOWEDVALUATIONSERVICESSERVICE RELATEDTO TAX RESTRUCTURINGSRESTRUCTURINGFOR

WHICH DELOITTE TOUCHE WAS ENGAGEDIN 2002
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PSEG PROPOSAL RATIFICATION OF DELOITTE TOUCHE LLP

THE PSEG AUDIT COMMITTEE OF THE PSEG BOARDOF DIRECTORSDIRECTOR HAS APPOINTEDDELOITTE TOUCHE LLP OF PARSIPPANYNEW

JERSEYAS INDEPENDENTAUDITORTO MAKE THE ANNUALAUDIT OF THE BOOKSBOOK OF ACCOUNT AND SUPPORTINGRECORDSRECORD OF PSEG FOR2005

SUBJECTTO THE RATIFICATIONOF THE SHAREHOLDERSSHAREHOLDERAT THE ANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER

DELOITTE TOUCHE LLP HAS MADE THE ANNUALAUDIT OF THE BOOKSBOOK OF PSEG OR PRIORTO PSEGSPSEG FORMATIONPSEG SINCE

1973 REPRESENTATIVESREPRESENTATIVEOFDELOITTE TOUCHE WILLBE PRESENTAT THEANNUAL MEETINGOF SHAREHOLDERSSHAREHOLDER AND WILL BE AFFORDEDAN

OPPORTUNITYTO MAKE STATEMENT IF THEYSO DESIREAND TO RESPONDTO APPROPRIATEQUESTIONSQUESTION

THE PSEG BOARD OF DIRECTORSDIRECTOR RECOMMENDSRECOMMEND VOTE FOR THISTHI PROPOSAL
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PSEG PROPOSAL SHAREHOLDER PROPOSAL

THE FOLLOWINGPROPOSALWAS SUBMITTED ON AUGUST15 2004 IN ACCORDANCEWITH APPLICABLESEC RULESRULE THE PROPOSALIS

PRINTEDEXACTLYAS IT WAS SUBMITTED

JOHN DAL PAN BSESBSE MS 154 MC COSH ROAD UPPERMONTCLAIRNJ 07043 RECORDHOLDEROF MORE THAN6800 SHARESSHARE

OF PUBLIC SERVICE ENTERPRISEGROUPINC AND ADDITIONAL 1200 SHARESSHARE IN 401K PLANMRS MARIA DAL PANDIASPANDIA BA
1815 BADLANDSBADLAND DRIVE RENO 89521 RECORDHOLDEROF MORE THAN570 SHARESSHARE OF PUBLIC SERVICE ENTERPRISEGROUPINC
ANDOR MRS JEAN DAL PAN BSBA 154 MC COSH ROAD UPPERMONTCLAIRNJ 07043 OWNER OF MORE THEN2500 SHARESSHARE OFPUBLIC

SERVICE ENTERPRISEGROUPINC HELD IN TWO BROKERAGEACCOUNTSACCOUNT HEREBYINFORMSINFORM THECOMPANYTHATANY ONE OF THEM INTENDSINTEND TO

PRESENTTHEFOLLOWINGPROPOSALAT THE 2005 ANNUAL STOCKHOLDERSSTOCKHOLDER MEETING

RESOLVED THE SHAREHOLDERSSHAREHOLDEROFPUBLIC SERVICE ENTERPRISEGROUPPSEG URGEOUR BOARD OF DIRECTORSDIRECTOR AND ITS EXECUTIVE

COMPENSATIONCOMMITTEE TO TAKETHE NECESSARYSTEPSSTEP TO REPLACETHE CURRENT SYSTEMOF COMPENSATIONFORSENIOREXECUTIVESEXECUTIVE

WITH THEFOLLOWINGFEATURESFEATURE

SALARYTHE CHIEF EXECUTIVE OFFICERSOFFICER SALARYSHOULDBE TARGETEDAT THE MEAN OF SALARIESSALARIE PAIDAT SIMILAR COMPANIESCOMPANIENOT TO

EXCEED 100000000 ANNUALLYNO SENIOREXECUTIVE SHOULDRECEIVE MORE THANTHECEO

ANNUAL BONUSBONU THE ANNUALBONUSBONU PAIDTO SENIOREXECUTIVESEXECUTIVE SHOULDBE BASED ON WELLDEFINED QUANTITATIVEFINANCIAL
AND QUALITATIVENONFINANCIALPERFORMANCEMEASURESMEASURE THE MAXIMUM LEVELOF ANNUALBONUSESBONUSE SHOULDBE PERCENTAGE
OFTHE EXECUTIVESEXECUTIVE SALARYLEVELCAPPEDAT 25 OF SALARYTHE BASESBASE FORBONUSESBONUSE SHOULDBE PUBLISHEDFORSHAREHOLDERSSHAREHOLDER

REVIEW

LONGTERMEQUITYCOMPENSATIONLONGTERMEQUITYCOMPENSATIONTO SENIOREXECUTIVESEXECUTIVE SHOULDBE IN THE FORM OF

RESTRICTEDSHARESSHARE NOT STOCKOPTIONSOPTIONTHE RESTRICTEDSHARESSHARE PROGRAMSHOULDUTILIZEJUSTIFIABLEPERFORMANCECRITERIAAND

CHALLENGINGPERFORMANCEBENCHMARKSBENCHMARK IT SHOULDCONTAIN VESTINGREQUIREMENTOF AT LEASTTHREEYEARSYEAR EXECUTIVESEXECUTIVE

SHOULDBE REQUIREDTO HOLD ALLSHARESSHARE AWARDEDUNDERTHE PROGRAMFORTHEDURATIONOF THEIREMPLOYMENTTHE VALUE OF

THERESTRICTEDSHAREGRANTSHOULDNOT EXCEED 300000 ON THE DATEOF GRANT

THE COMPENSATIONPROGRAMSHOULDBE IMPLEMENTEDIN MANNER THATDOESDOE NOT VIOLATEANY EXISTINGEMPLOYMENT
AGREEMENTSAGREEMENTOR EQUITYCOMPENSATIONPLANSPLAN PERHAPSPERHAPOTHERPERKSPERKRECEIVED BYEXECUTIVESEXECUTIVE AND SENIOR MANAGEMENTSUCH AS

INSURANCESINSURANCE NOT AVAILABLE TO GENERALEMPLOYEESEMPLOYEEUSE OF COMPANY FACILITIESFACILITIE FORPARKINGETC CAR ALLOWANCESALLOWANCEBENEFICIAL VALUESVALUE

OF COMPANYOWNED TICKETSTICKET TO NJPAC GIANT STADIUM CONTINENTALARENA BEARSBEAR STADIUM ETC AND MEMBERSHIPSMEMBERSHIPTO

COUNTRYGOLFCLUBSCLUB SHOULDBE EVALUATEDAND ADDED TO THE VALUE OF THEIRBASE COMPENSATION

SUPPORTINGSTATEMENT

WE BELIEVE THATTHECOMPENSATIONPAIDTO SENIOREXECUTIVESEXECUTIVE AT MANY COMPANIESCOMPANIEAND IN PARTICULAROUR COMPANYIS

EXCESSIVEUNJUSTIFIEDAND CONTRARYTO THE INTERESTOF PSEG ITS SHAREHOLDERSSHAREHOLDERAND OTHEREQUITYINTEREST

IT HAS BEEN MORE THAN YEARSYEAR SINCE OUR COMPANYLOBBIED FORAND ACHIEVED DEREGULATIONTHE COMPANYWAS ABLE TO

RECOVER SUNK COST FOREXISTINGGENERATION THE SHAREHOLDERSSHAREHOLDER WERE TOLDTHATIT WAS BETTERFORTHECOMPANYTO RETAINPROFITSPROFITFOR

INVESTMENT SO THATTHEYCOULDGROWTHE COMPANY WELL THEMANAGEMENTHAS CONSISTENTLYAND SUBSTANTIALLYINCREASEDTHEIR

COMPENSATIONAND THECOMPANYHAS NOT GROWNTO EXPECTATIONSEXPECTATION

UNTIL LASTYEAR THE SHAREHOLDERSSHAREHOLDERWERE WITHOUT DIVIDEND INCREASEFOR14 YEARSYEAR AND THENTHEYWERE GIVEN 4CENTS4CENT

INCREASEIN ANNUALDIVIDEND THAT IS AN INCREASEOF LESSLES THAN DURINGTHEPAST14 YEARSYEAR THE SENIOR EXECUTIVESEXECUTIVE HAVE NOT

MISSED SALARYINCREASEOR BONUSBONU EVEN THE DIRECTORSDIRECTOR GAVE THEMSELVESTHEMSELVE 33 INCREASEIN BASE COMPENSATIONAND 33

INCREASEIN ANNUALRESTRICTEDSTOCK THISTHI
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WAS ALLDONE WITHOUTTHE SHAREHOLDERSSHAREHOLDER APPROVALIT WOULD NOT HAVE MADE DIFFERENCEIF THE SHAREHOLDERSSHAREHOLDERWERE ASKED FOR

APPROVALTHAT IS BECAUSETHEMAJORITYOF THECOMPANYSTOCKIS CONTROLLEDBYINSIDERSINSIDER MUTUAL FUNDSFUND AND INSTITUTIONSINSTITUTION WHO

SUPPORTMANAGEMENTSMANAGEMENTDECISIONSDECISION

THE LONGTERM SMALL SHAREHOLDERSSHAREHOLDERWHO INVESTED IN WHAT THEYHOPEDWAS STABLECOMPANYTHATWOULDPAY THEM

DIVIDENDSDIVIDEND OVER THEYEARSYEAR INTO THEIRRETIREMENTARE IN JEOPARDYOF LOSINGTHEIRINVESTMENTDUE TO THEGREEDOF THE SENIOR

EXECUTIVESEXECUTIVE AND THEIRBOARD OF DIRECTORSDIRECTOR

WE URGEYOU TO VOTE FOR THISTHI PROPOSAL

THE PSEG BOARD OF DIRECTORSDIRECTOR OFPSEG RECOMMENDSRECOMMEND VOTE AGAINST THE ADOPTIONOF THISTHI PROPOSALFORTHE FOLLOWING
REASONSREASON

THE PSEG BOARD OFDIRECTORSDIRECTOR RECOMMENDSRECOMMEND VOTE AGAINSTTHISTHI PROPOSALBECAUSE IT BELIEVESBELIEVE ARBITRARYCAPSCAP AND RESTRICTIONSRESTRICTION

ON EXECUTIVECOMPENSATIONARE NOT IN THEBESTINTERESTSINTEREST OF PSEG OR ITS SHAREHOLDERSSHAREHOLDER THE PSEG BOARD OFDIRECTORSDIRECTOR BELIEVESBELIEVE

THATTHEPSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE SHOULDRETAINTHEFLEXIBILITYTO DESIGNAPPROPRIATECOMPENSATION
PROGRAMSPROGRAM IN LIGHTOFCURRENT CIRCUMSTANCESCIRCUMSTANCEINCLUDINGOPERATIONSOPERATIONAND GOALSGOALFORMANAGEMENTTHEREGULATORYENVIRONMENT AND

COMPETITIVEPRACTICESPRACTICE

IN ACCORDANCEWITH ITS CHARTERTHEPSEG ORGANIZATIONAND COMPENSATIONCOMMITTEEWHICH IS COMPOSEDENTIRELYOF

INDEPENDENTDIRECTORSDIRECTORIS RESPONSIBLEFORDESIGNINGAND ADMINISTERINGTHE EXECUTIVE COMPENSATIONPROGRAM THE COMMITTEE

REVIEWSREVIEW WITH THE BOARD THEPERFORMANCEAND COMPENSATIONOF SENIOREXECUTIVEOFFICERSOFFICER THE PSEG BOARDOF DIRECTORSDIRECTOR AND THE

COMMITTEE STRONGLYSUPPORTTHECONCEPTOF PERFORMANCEBASEDEXECUTIVE COMPENSATIONARRANGEMENTSARRANGEMENTTHATARE DESIGNEDTO

ALIGNEXECUTIVECOMPENSATIONWITH LONGTERMSTOCKHOLDERINTERESTSINTERESTAND ARE MARKETCOMPETITIVEFOR THESEREASONSREASON THE
COMMITTEE HAS TAKENINTO ACCOUNT MANY OF THE FEATURESFEATURE DESCRIBEDIN THE STOCKHOLDERPROPOSALINCLUDINGTARGETINGTHE CHIEF

EXECUTIVE OFFICERSOFFICER SALARYAGAINSTTHEMEDIAN OF SIMILAR COMPANIESCOMPANIEENSURINGTHATANNUALBONUSESBONUSE ARE BASED ON WELLDEFINED

MEASURESMEASURE THATARE PERFORMANCEBASEDPROVIDINGFORAWARDSAWARD OF RESTRICTEDSTOCKTHATVEST OVER SEVERALYEARSYEAR TO ENCOURAGELONG
TERM EQUITYHOLDINGSEQUITYHOLDINGBYEXECUTIVESEXECUTIVE AND ENSURINGDETAILEDDISCLOSUREOF EXECUTIVE COMPENSATION

THE FUNDAMENTALDIFFERENCEBETWEEN THEPSEG ORGANIZATIONAND COMPENSATIONCOMMITTEESCOMMITTEE CURRENTEXECUTIVE

COMPENSATIONPROGRAMAND THE SHAREHOLDERPROPOSALIS THE LACKOF FLEXIBILITYPROVIDEDBYTHEPROPOSALTHE PSEG BOARD OF

DIRECTORSDIRECTOR BELIEVESBELIEVE THATRESTRICTINGPOTENTIALINCENTIVE PROGRAMFEATURESFEATURE AND CAPPINGCOMPENSATIONLEVELSLEVEL FOREXECUTIVESEXECUTIVE WOULD

UNDULYRESTRICTTHE COMMITTEESCOMMITTEE CHOICE AMONG PERFORMANCEBASED COMPENSATIONARRANGEMENTSARRANGEMENTIN FACTTHECAPSCAP PROPOSEDBY
THEPROPONENTARE INCONSISTENTWITH TARGETINGCOMPENSATIONAT THE MEDIAN OF COMPETITIVECOMPANIESCOMPANIEAND IF IMPOSEDWOULD

MAKE IT DIFFICULTTO ATTRACTAND RETAINKEYEXECUTIVE PERSONNELFURTHERTHESHORTTERMAND LONGTERMINCENTIVECOMPENSATION
PROGRAMSPROGRAM WHICH DO NOT PROVIDECOMPENSATIONCAPSCAP AS PROPOSEDBYTHE SHAREHOLDERPROPONENTHAVE BEEN OVERWHELMINGLY
APPROVEDBYPSEG SHAREHOLDERSSHAREHOLDER

THE PSEG BOARD OF DIRECTORSDIRECTORALSOUNDERSTANDSUNDERSTAND THE IMPORTANCEOF PRESERVINGFLEXIBILITYIN COMPENSATIONSO THATTHE

COMMITTEE CAN CHOOSEINCENTIVESINCENTIVE THATBESTBALANCETHEVARIETYOF GOALSGOALTHATPSEG SEEKSSEEK TO PURSUETHROUGHCOMPENSATION
ARRANGEMENTSARRANGEMENTIN CHOOSINGTHEAPPROPRIATECOMPENSATIONARRANGEMENTTO USE FOREXECUTIVESEXECUTIVE THE COMMITTEE MUST CONSIDER

MANY FACTORSFACTORSUCH AS THEGOALSGOALTHEPSEG BOARDOF DIRECTORSDIRECTOR HAS ESTABLISHEDFORTHE COMPANY AND MANAGEMENTTAX AND

ACCOUNTINGCONSEQUENCESCONSEQUENCE OF VARIOUSVARIOU ARRANGEMENTSARRANGEMENTCOMPETITIVEPRACTICESPRACTICEOF COMPARABLECOMPANIESCOMPANIEAND PREVAILINGPAY RATESRATE

THE PSEG BOARD OF DIRECTORSDIRECTORBELIEVESBELIEVE THATLIMITINGTHE COMMITTEESCOMMITTEE ABILITYTO DESIGNCOMPENSATIONPROGRAMSPROGRAM AND SET

COMPETITIVECOMPENSATIONLEVELSLEVEL IN LINE WITH THOSEOF OTHERCOMPANIESCOMPANIEWOULD PLACEPSEG AT SIGNIFICANTCOMPETITIVE
DISADVANTAGEIN THE RECRUITMENTAND RETENTIONOFTOPEXECUTIVESEXECUTIVE
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THE PROPONENTSPROPONENTCONCERNSCONCERN ABOUTALIGNINGEXECUTIVE INTERESTSINTEREST WITH THOSEOF STOCKHOLDERSSTOCKHOLDERAND ENSURINGAPPROPRIATELEVELSLEVEL

OF COMPENSATIONARE SATISFIEDBYTHE CURRENT COMPENSATIONPROGRAM AS DISCUSSEDIN EXECUTIVE COMPENSATION
ORGANIZATIONAND COMPENSATIONCOMMITTEE REPORTON EXECUTIVE COMPENSATIONIN WHICH THE COMMITTEE DISCUSSESDISCUSSE ITS

POLICIESPOLICIEAND OBJECTIVESOBJECTIVEREGARDINGTOTALCOMPENSATIONFOREXECUTIVESEXECUTIVE AND THERELATIONSHIPOF THATCOMPENSATIONTO PERFORMANCE
AS DISCLOSEDIN THECOMMITTEE REPORTTHEPROGRAMFOCUSESFOCUSE ON BOTH SHORTAND LONGTERMPERFORMANCEAS MEASURED BY
FINANCIALRESULTSRESULT AND VALUE CREATIONFORSTOCKHOLDERSSTOCKHOLDER BONUSESBONUSE ARE PAIDBASED ON THE ACHIEVEMENT OF INDIVIDUAL AND CORPORATE
PERFORMANCEOBJECTIVESOBJECTIVE

THE PSEG BOARDOF DIRECTORSDIRECTOR BELIEVESBELIEVE THEPROPOSALWOULDARBITRARILYRESTRICTFLEXIBILITYIN EXECUTIVECOMPENSATION
WITHOUTREFERENCETO THE MANY CONSIDERATIONSCONSIDERATION THATTHEPSEG ORGANIZATIONAND COMPENSATIONCOMMITTEE MUST TAKE INTO

ACCOUNT IN ATTRACTINGAND RETAININGAN EFFECTIVEAND EXPERIENCEDMANAGEMENTTEAM ACCORDINGLYTHEPSEG BOARD OF DIRECTORSDIRECTOR

RECOMMENDSRECOMMEND VOTE AGAINST THISTHI PROPOSAL
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DATE FOR SUBMISSION OF SHAREHOLDER PROPOSALSPROPOSAL

EXELON

TO RECOMMEND CANDIDATEFORTHECORPORATEGOVERNANCECOMMITTEESCOMMITTEE CONSIDERATIONAS BOARD NOMINEE FORELECTIONAT

THEEXELON 2006 ANNUALMEETINGWRITE LETTERTO IVFR WALTERDALESSIO CHAIRMAN OF THECORPORATEGOVERNANCE

COMMITTEE DO MS KATHERINE COMBSCOMB VICE PRESIDENTCORPORATESECRETARYAND DEPUTYGENERALCOUNSELEXELON

CORPORATION10 SOUTHDEARBORN ST 37TH FLOORPO BOX 805398 CHICAGOILLINOISILLINOI 606805398 THE EXELON CORPORATE
GOVERNANCECOMMITTEE HAS THE SOLEDISCRETIONTO DECIDE WHOM IT WILL RECOMMENDAND THE EXELON BOARDOF DIRECTORSDIRECTORHAS THE

SOLEDISCRETIONTO MAKE THE FINAL SELECTIONOFNOMINEESNOMINEE

IF YOU WISH TO NOMINATE CANDIDATEFORDIRECTORFROM THE FLOOROF THE EXELON 2006 ANNUALMEETINGYOU MUST WRITETO

MS KATHERINE COMBSCOMB VICE PRESIDENTCORPORATESECRETARYAND DEPUTYGENERALCOUNSELEXELON CORPORATION10 SOUTH

DEARBORN37TH FLOORPO BOX 805398 CHICAGOIL 606805398 TO BE EFFECTIVEYOURNOTICEMUST COMPLYWITH EXELONSEXELON

AMENDED AND RESTATEDBYLAWSBYLAW BE RECEIVED NO LATERTHANNOVEMBER 11 2005 AND INCLUDE THE INFORMATIONABOUTTHE NOMINEE

THATWOULD BE REQUIREDTO BE INCLUDED IN PROXY STATEMENT UNDERTHE RULESRULE OF THESEC AS WELL AS THESIGNEDCONSENT OFTHE

NOMINEE TO SERVE AS DIRECTORIF ELECTED

IN ORDERTO BE CONSIDEREDFORTHE 2006 ANNUALMEETINGSHAREHOLDERPROPOSALSPROPOSALMUST BE SUBMITTED IN WRITINGTO

MS KATHERINE COMBSCOMB VICE PRESIDENTCORPORATESECRETARYAND DEPUTYGENERALCOUNSELEXELON CORPORATION10 SOUTH

DEARBORNSTREET37TH FLOORPO BOX 805398 CHICAGOILLINOISILLINOI 606805398 UNDER THEBYLAWSBYLAW NO PROPOSALCAN BE

CONSIDEREDAT THE 2006 ANNUALMEETINGUNLESSUNLES IT IS RECEIVED BYTHECORPORATESECRETARYBEFORETHE CLOSEOF BUSINESSBUSINES ON

NOVEMBER 11 2005 THE PROPOSALMUST ALSOMEET THE OTHERREQUIREMENTSREQUIREMENTOF THEBYLAWSBYLAW AND THE RULESRULE OFTHE SEC RELATINGTO

SHAREHOLDERPROPOSALSPROPOSAL

PSEG

SHAREHOLDERPROPOSALSPROPOSALINTENDED FORINCLUSIONIN PSEGSPSEG PROXY STATEMENT IN CONNECTIONWITH ITS 2006 ANNUALMEETINGOF

SHAREHOLDERSSHAREHOLDERSHOULDBE SENT TO EDWARD BIGGINSBIGGIN JR SECRETARYPUBLIC SERVICE ENTERPRISEGROUPINCORPORATED80 PARK

PLAZAT4B PO BOX 1171 NEWARK NEW JERSEY071011171 AND MUST BE RECEIVEDBYNOVEMBER 102005

IF PSEG IS NOT NOTIFIEDBYJANUARY 2006 OF ANY PROPOSALINTENDED TO BE PRESENTEDFORCONSIDERATIONAT THE 2006 ANNUAL

MEETINGOF SHAREHOLDERSSHAREHOLDERTHENTHEPROXIESPROXIENAMED BYPSEG WITH RESPECTTO THATMEETINGWILL HAVE DISCRETIONARYVOTING
AUTHORITYWITH RESPECTTO EACH PROPOSALIF PRESENTEDAT THEMEETING
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LEGAL MATTERSMATTER

THE VALIDITYOF THE EXELON COMMON STOCKTO BE ISSUED TO PSEG SHAREHOLDERSSHAREHOLDERPURSUANTTO THE MERGERWILL BE PASSEDUPON
BYSIDLEYAUSTIN BROWN WOOD LLP

IT IS CONDITIONTO COMPLETIONOF THE MERGERTHATEACH OF EXELON AND PSEG RECEIVEAN OPINIONFROM THEIRRESPECTIVE
COUNSELWITH RESPECTTO THEUNITED STATESSTATE FEDERALINCOME TAX TREATMENT OF THEMERGER

EXPERTSEXPERT

THE CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT OF EXELON CORPORATIONAND MANAGEMENTSMANAGEMENTASSESSMENT OFTHE EFFECTIVENESSEFFECTIVENES OF

INTERNALCONTROLOVER FINANCIALREPORTINGWHICHIS INCLUDED IN MANAGEMENTSMANAGEMENTREPORTON INTERNALCONTROLOVER FINANCIAL

REPORTINGINCORPORATEDINTO THISTHI JOINTPROXY LPROSPECTU BYREFERENCETO THEEXELON CORPORATIONCURRENTREPORTON

FORM 8K FILEDBYEXELON CORPORATIONON MAY 13 2005 HAVE BEEN SO INCORPORATEDIN RELIANCEON THEREPORTSREPORTOF

PRICEWATERHOUSECOOPEPRICEWATERHOUSECOOPELLP AN INDEPENDENTREGISTEREDPUBLICACCOUNTINGFIRM GIVENON THEAUTHORITYOF SAID FIRM AS

EXPERTSEXPERTIN AUDITINGAND ACCOUNTING

THE CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT THE RELATEDCONSOLIDATEDFINANCIAL STATEMENT SCHEDULEAND MANAGEMENTSMANAGEMENTREPORTON

THEEFFECTIVENESSEFFECTIVENES OF INTERNALCONTROLOVER FINANCIAL REPORTINGOFPSEG INCORPORATEDINTO THISTHI PROSPECTUSPROSPECTUBYREFERENCEFROM

PSEGSPSEG ANNUAL REPORTON FORM 10K FORTHE YEARENDED DECEMBER 31 2004 HAVE BEEN AUDITED BYDELOITTE TOUCHE LLP
AN INDEPENDENTREGISTEREDPUBLICACCOUNTINGFIRM AS STATEDIN THEIRREPORTSREPORTWHICHREPORTSREPORT EXPRESSEXPRES AN UNQUALIFIEDOPINION
ON THE CONSOLIDATEDFINANCIAL STATEMENTSSTATEMENT AND CONSOLIDATEDFINANCIAL STATEMENT SCHEDULEAND INCLUDEEXPLANATORYPARAGRAPHSPARAGRAPH
RELATINGTO THEADOPTIONOF STATEMENTOFFINANCIAL ACCOUNTINGSTANDARDSSTANDARD NO 142 GOODWILL AND OTHERINTANGIBLEASSETSASSET

AND STATEMENTOFFINANCIAL ACCOUNTINGSTANDARDSSTANDARD NO 143 ACCOUNTINGFORASSET RETIREMENT OBLIGATIONSOBLIGATIONDESCRIBED IN

NOTE EXPRESSEXPRES AN UNQUALIFIEDOPINIONON MANAGEMENTSMANAGEMENTASSESSMENT REGARDINGTHE EFFECTIVENESSEFFECTIVENES OFINTERNALCONTROLOVER

FINANCIALREPORTINGAND EXPRESSEXPRES AN UNQUALIFIEDOPINIONON THE EFFECTIVENESSEFFECTIVENES OF INTERNALCONTROLOVER FINANCIALREPORTING
WHICH ARE INCORPORATEDIN THISTHI PROSPECTUSPROSPECTUBYREFERENCEAND HAVE BEEN SO INCORPORATEDIN RELIANCEUPON THEREPORTSREPORTOF SUCH

FIRM GIVENUPON THEIRAUTHORITYAS EXPERTSEXPERTIN ACCOUNTINGAND AUDITING
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