NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Allowance for Funds Used During Construction (AFUDC) and Interest Capitalized During Construction (IDC)

AFUDC represents the cost of debt and equity funds used to finance the construction of new utility assets at PSE&G. IDC
represents the cost of debt used to finance construction at PSEG’s other subsidiaries. The amount of AFUDC or IDC capitalized as
Property, Plant and Equipment is included as a reduction of interest charges or other income for the equity portion. The amounts
and average rates used to calculate AFUDC or IDC for the years ended December 31, 2024, 2023 and 2022 were as follows:

AFUDC/IDC Capitalized

2024 2023 2022
Millions Avg Rate Millions Avg Rate Millions Avg Rate
PSE&G $ 62 6.43% $ 83 7.13% $ 84 7.39%
Other $ 9 6.08% § 9 5.66% $ 4 2.24%

Income Taxes

PSEG and its subsidiaries file a consolidated federal income tax return and PSEG and PSE&G file state income tax returns, some of
which are combined or unitary. Income taxes are allocated to PSEG’s subsidiaries in accordance with a tax allocation agreement
whereby each PSEG subsidiary’s current and deferred tax expense is computed on a stand-alone basis. Each subsidiary is allocated
an amount of tax similar to that which would be paid if it filed a separate income tax return, except for certain tax attributes and
state apportionment results. Allocations between PSEG and its subsidiaries are recorded through intercompany accounts.
Investment tax credits (ITC) deferred in prior years are being amortized over the useful lives of the related property.

Uncertain income tax positions are accounted for using a benefit recognition model with a two-step approach, a more-likely-than-

not recognition criterion and a measurement attribute that measures the position as the largest amount of tax benefit that is greater

than 50% likely of being realized upon ultimate settlement. If it is not more-likely-than-not that the benefit will be sustained on its
technical merits, no benefit will be recorded. Uncertain tax positions that relate only to timing of when an item is included on a tax
return are considered to have met the recognition threshold.

In 2024, PSEG recorded the benefit of the estimated PTCs generated by PSEG’s qualified nuclear generation facilities within
Income Tax Expense in its Consolidated Statements of Operations in accordance with Accounting Standards Codification Topic
740, Income Taxes. See Note 20. Income Taxes for further discussion.

Impairment of Long-Lived Assets

Management evaluates long-lived assets for impairment whenever events or changes in circumstances, such as significant adverse
changes in regulation, business climate, counterparty credit worthiness or market conditions, including prolonged periods of
adverse commodity and capacity prices or a current expectation that a long-lived asset will be sold or disposed of significantly
before the end of its previously estimated useful life, could potentially indicate an asset’s or asset group’s carrying amount may not
be recoverable. In such an event, an undiscounted cash flow analysis is performed to determine if an impairment exists. When a
long-lived asset’s or asset group’s carrying amount exceeds the associated undiscounted estimated future cash flows, the asset/asset
group is considered impaired to the extent that its fair value is less than its carrying amount. An impairment would result in a
reduction of the value of the long-lived asset/asset group through a non-cash charge to earnings.

For PSEG, 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. See Note 3. Asset Dispositions and Impairments for more information on impairment assessments performed
on PSEG’s long-lived assets.

Accounts Receivable—Allowance for Credit Losses

PSE&G’s accounts receivable, including unbilled revenues, are primarily comprised of utility customer receivables for the
provision of electric and gas service and appliance services, and are reported in the balance sheet as gross outstanding amounts
adjusted for an allowance for credit losses. The allowance for credit losses reflects PSE&G’s best estimate of losses on the account
balances. The allowance is based on PSE&G’s projection of accounts receivable aging, historical experience, economic factors and
other currently available evidence, including the estimated impact of the coronavirus pandemic on the outstanding balances as of
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