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Assumptions and Approach Used: In general, the fair value of our derivative instruments is determined primarily by end of
day clearing market prices from an exchange, such as the Intercontinental Exchange and Nodal Exchange, among others, or
auction prices.

For our wholesale energy business, many of the forward sale, forward purchase, option and other contracts are derivative
instruments that hedge commodity price risk, but do not meet the requirements for, or are not designated as, either cash flow
or fair value hedge accounting. The changes in value of such derivative contracts are marked to market through earnings as
the related commodity prices fluctuate. As a result, our earnings may experience significant fluctuations depending on the
volatility of commodity prices.

Effect if Different Assumptions Used: Any significant changes to the fair market values of our derivatives instruments could
result in a material change in the value of the assets or liabilities recorded on our Consolidated Balance Sheets and could
result in a material change to the unrealized gains or losses recorded in our Consolidated Statements of Operations.

For additional information regarding Derivative Financial Instruments, see Item 8. Note 1. Organization, Basis of
Presentation and Summary of Significant Accounting Policies, Note 16. Financial Risk Management Activities and Note 17.
Fair Value Measurements.

Long-Lived Assets

Management evaluates long-lived assets for impairment and reassesses the reasonableness of their related estimated useful
lives whenever events or changes in circumstances warrant assessment. Such events or changes in circumstances may be as a
result of significant adverse changes in regulation, business climate, counterparty credit worthiness, market conditions, or a
determination that it is more-likely-than-not that an asset or asset group will be sold or retired before the end of its estimated
useful life.

Assumptions and Approach Used: In the event certain triggers exist indicating an asset/asset group may not be recoverable,
an undiscounted cash flow test is performed to determine if an impairment exists. When the carrying value of a long-lived
asset/asset group exceeds the undiscounted estimate of future cash flows associated with the asset/asset group, an impairment
may exist to the extent that the fair value of the asset/asset group is less than its carrying amount.

For PSEG Power, cash flows for long-lived assets and asset groups are determined at the lowest level for which identifiable
cash flows are largely independent of the cash flows of other assets and liabilities. The cash flows from the nuclear
generation units are evaluated at the portfolio level. These tests require significant estimates and judgment when developing
expected future cash flows. Significant inputs may include, but are not limited to, forward power prices, the impact of PTCs,
ZEC payments for the New Jersey nuclear assets, fuel costs, other operating and capital expenditures, the cost of borrowing
and asset sale prices and probabilities associated with any potential sale prior to the end of the estimated useful life or the
early retirement of assets. The assumptions used by management incorporate inherent uncertainties that are at times difficult
to predict and could result in impairment charges or accelerated depreciation in future periods if actual results materially
differ from the estimated assumptions utilized in our forecasts.

In addition, long-lived assets are depreciated under the straight-line method based on estimated useful lives. An asset’s
operating useful life is generally based upon operational experience with similar asset types and other non-operational
factors. In the ordinary course, management, together with an asset’s co-owners in the case of certain of our jointly-owned
assets, make a number of decisions that impact the operation of our generation assets beyond the current year. These
decisions may have a direct impact on the estimated remaining useful lives of our assets and will be influenced by the
financial outlook of the assets, including future market conditions such as forward energy, capacity prices, and long-term
agreements to supply large power users, such as data centers, operating and capital investment costs and any state or federal
legislation and regulations, among other items.

Effect if Different Assumptions Used: The above cash flow tests, and fair value estimates and estimated remaining useful
lives may be impacted by a change in the assumptions noted above and could significantly impact the outcome, triggering
additional impairment tests, write-offs or accelerated depreciation.


