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Puget Energy Inc.'s, Puget Sound Energy Inc.'s
Corp Credit Ratings Remain On Watch Neg

Ratienalc :
on Nov. 1%, 2005, Standard & Poors. Ratings Services said that ics (BEB-' ; i
corporate. credit rating ow buget Ensrgy Inc. {Pugec) and Puget Sound Enexrgy
Inc. {P3E). remains on €CreditWarch with negative implications, pendigg final
regulatery approval proceedings related to the proposed mergey with Macquarie
Ihfrastruciure Partners. The rating reflects the ‘excellent' hisiness profile
of PSE, a Tegulated, vertically incégrated elertric and gas utility, and the
laggressive! comsolidaved financial risk profile of Puget.

Pugec's business. risk .profile is ‘excellent', reflecting the combined
electyic -and gas utility business of PSE, which i& subject te regularion by
the Washington Utilitbes and Transportation Commisgion {WUTC). The regulatory’
envivonment in Washington and how the company manages itg relavionship with
“the WUTC aré Key drivers of credic quality, especially @ 1ight &f PSE's high
capital needs .and commeiiity price exposuré. on Oet. -8; 2WHE, Lhe WUTE. issued
its Final Order in PSBE's 2007 genieral rate filing: The- order approved the
‘sevtlefient agresment and grapted a £6% squity- ravio and & ¥egurnm on equity of
10 15%, resultdihg din a 2% increass in revenle requikeinents. for glectiic
customexs and 4.6% for gas.

Puget's cost redovery mechanisws: alse support credic guality. The company
‘has a'gr?atidggree_pﬁ'flaxibility in implementing rate ¢hanges through its
power cost adjustment (PCA}, but the threshold it must meet to (rue-up
undercollécred rates is high and deferred costs are not automatically
‘collected. Eath. year, uncellected <oscs are. subiect bto defined sharing bands,

 allowing the company ro defer cefrain portions for collecrlion frem custemers.
Howevar, the PCA mechantsm does not trigger a rave ihcreass uacil a mininum

deferral balance is veached, Puget is also able to uypdate rates for changes in
projectéd costs hy filing a power cost only rate gase {PCORCY, which gives it
che flexibility to Eile for changes in variable antt fixed costs whenever theve ;
is a projected deferral balance of 33¢ mitlion or wori. The PCORC functlons as
a "mini" rate case that takes about five months and is especially useful for
new plant additions or ¢ontracts. The use of this mechanism has allowed the ‘
company to keep deferral balances low and better match actual costs with :
collecvced costs,

Bugec*'s Financial rigk profile is ‘'aggressive' undey Standdrd & Poor's
‘corporate risk matrix. Financial measures have besn adequate for the rating,
.although cash flow coverage metrics have been mixed and are expected té wedkan
1f the pending acquisition by Macquarie is completed. Adjusted funds Erom
gperations (FFO) to interest coverage was'appr¢ximate1y'3qéx, while FFO to
‘average total debt was at about 19.8% for the 12 months ended Sept. 30, 20608,
Adjusted debr Ievieragk -~ including debt adjustmgnts f@x operating leases,
purcliased power, and fiybrid equity ~-- was appronimately 58.5% as of Sept. 30,
2008, but is expected to vise slightly dbove 80%, of a consolidated basis, if
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the merger ic completed as proposed. .

Tapital requivéments are very high at PSE, with capital expénditures of
$2.7 billion planned for 2008 through 2010 yelated to system upgrade needs,
customer growth, and further generation resource additions. Ongeoing pevicdic
debt and equity funds ars expected no finance this growth.

Short-term credit factors

PSE's ghorr-term rating ds rA-3". Overall liquidity at PSE {s adégquarve, with
§147 mWillien in avatlable capacity -as. of Sept. 30, 2008, under its §50%
million cownitted unsecured bank credil. dgreement rhat-gxpirgs-ﬁppil'isq 2012,
and a fully .available $3s50 .million facility to. support hedging activicies,
tess §35 million allocared to Lehman. In August 2008, PSE antéxéd into a
nipe-month, $375 million éredit. agreement ‘with §300 Yemalanihg avatlable under
the agreement. Additional liquidity resources at PSE include a 5200 million

- yeceivables securitization facilicy wizh $2¢ million available and a cash
balance of 5158 million as of Sept. 30, 2008, Liquidicy requirements will
remain hign at PSE due to .a high level of planned capital spending and
potential collateral requirements ralateéd to the dompany's electric and gas
supply arrangemencs. Debt macurities are managéable, with abour 3158 millién
@ue.in.2@b§~an¢A$232.millioa due fg»ggzﬁv We axpect Bugst ©o . internally. fund
ar least 40% of capital expenditures in order ro maintain a stable capftal
struccure. Post-transaction Puget is expecteéd to pave ample liguidity due to
tha addicion of new credit facilicies.. ~

CreditWarch ‘ :
Scandard & Phér's expecis o resolie the CreditWatch listing shorcly after ‘the
Washington Urilittes and Transportation commissionss final deeision.

Ravings List

Rarings Remaining On CreditWateh

Puget Energy Ind.

Corporate credit rating BBB-/Watch Neg/--

Puget Sound. Energy Inc. _ )

Corporate credit rating PEE- /Watch Neg/A-3

Coummercial Paper )
Tocal Curkgéncy - A<37/Watch Neg

Junior Subordinated _ i
‘Local Currency 8B/Warch Heg

Preferred Stock
‘Tocal currency BE/Watch Neg

Yashington Natural Gas Co.

Corporate credit vating BBB-/Watch Neg/-~
Senior Secured BBB+ /Hatch Neg
-wwwi.standardandpoors.com/ratingsdirect 3

Staodtard & Poods Al nghts usenvey, Norepant ondistemenation vatipiat SEP s pommisas 5, Soo Terms ot Use/Dysclowees o 112 161 page.




Exhibit No. DCP-5
Page 4 of 15

Rc:mrcb Update: Puget Energy. Ini.'s,. f’ngcr Sornd Energy Inc.s Corp Credit Ratings Renum Qu Wagch Neg

Complete ratings information is available to subscfibers of RatingsDirect, the
real-time Web-based source for Standard & Poor's créedit ratings, research, and
Yisk analysis, at www.ratingsdivect.com.. All racings referenced hevein ¢an be
found on Standard & Poor's public Web gite at www. scandardandpoors com; select
Your preferrved cowntry or region, then Ratz-z:;s in the lefc navigation har,
followed by Credit Rarings Search.
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Research Updats:
Puget Sound Energy Inc.'s Corp C }"{‘dli' Rtg

Raised To 'BBB"; Puget Energy Inc.'s Corp
Credit Rtg Lowered To 'BB+'

Ratvionale

O Jah. 16, 2009, Svandhid & Poor's Rakings Services raised ibs corporate
cred;t ratzng en fntegrated eletbric and gad u:zlxty cEmpany’ Pugéi Sound
‘Enexrgy Inc. (PSE) to 'BBER' from 'BBE-Y, its. secuved ratings to “A-' from
*BRBY ¢, and its preferved stock and Juniox subordinated Adebt. ratings to BB+’
fronr *BBY. At the same time, Standard & Poor's lowered its corporate credit
rating on Puget Bnergy ¥nc. {Puget) to "BB+‘ frem 'BBB-*. Standard & PCer's
ramoved all che vatings from Crediciatch with negative-implica:ioné. The
outlopk is stsble.

The rating actions .on PSE apd Pugev reflect their acquisition led by
Hacqguarie ETnfvasurucru¥e Partners. All federal and stare wegulatery and
sharsholder upofevals .equ&vec for the merger have now been ¢bta£na&, &id the
company expedrs. the transaction to close by Féb, 6, 2003.

Standa rd & Poor's ‘placed the ratings on CreditWatéh with nmégative.
impl*cations on- Ogt. 26, 20607, The action folloted the annduncémént that Puget
‘has agreea tf;se11 ibself Lo a. consornlum of Private. investors led by
facguarie Infrastructure Parcners, an affiliate of Maegharie foup Ltd,

{h- /NegaC1ve/A 2} for $7.4 BilYiou. The approved tiansdction is exoecnad vo
incvease totdl nier débi by §850 million on. constlidated basis’ while reducing
debt at -25B.

The wporade of PSE and {Es relafed $écuritles reflects Standard & Poer's
wview that plans to place an independent direcior en the board of direcidrs of
the uvtility corpany, coupled wigh.opher commitmencs, such as dividend
restrictions, provides imsilation to the utility compady. In addition, the
utility company's stand-dlone financial metrics are g¥pected Lo improve
post-cransaction as some debt is repaid and, on a forward basis, the capital
structure is expected to be managed to a wmore eredit supportive leve] The
dovmgrade 6f Plget Engrgy refilects the additipnal transaction debt and our
expecratcion Chat ‘the dmount of prlcrlty debt, includxng all gperating company
debr and. cvedit facilicies, ifH addition o the insulacien of the utilisy
company, is & disadvantage Lo ereditors -©f. Puget "Ensvgy.

The business risk protile is ‘excellent', reflecting the ~cmb-nec
gléctric and gas prility business of BSE, which is subjedt Te regulation by
the Washingron Utilities and Traﬁsportation Commission (WUTC)., The regulakory

environwent ia Washindron and hew the company manages its relationship with
the WUTC are keéy diivers of credit guality, especially in light of PSE's high
capital needs and commodity price exposure. PSE's cost recdovery mechanisms
support credit gqualicy: The company has £lexibility in impleémentisg rate
changes through its power cost ad]ustment (PCA) , but the threshold it must
weet to true u§ under-collected. rates is high and deferred costs are not

Standard & Poor's RatingsDirect | January 16..2008
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automatically collected. Each year, uncollected costs are subject to defined
sharing bands, allowing the company to defer certain portions for collection
from customers. However, the PCA mechanism does nor trigger a rate increase
until a minimun deferral balance is reached. Puget is also able to update
rages [Sr changes in projected costs By £iling a power-cost-only rate case
iPCdRC), whibh“giVes it che £lexibility to file foF changes in varisble and
fixed.costs whenever ‘there is a ‘prajected deferral ‘balédnce of $30 million or
more:; The PEORE functlens. as a mini¥ rate casge thaL takes abeut Tive months
and is especially useful for new plant addltions or: contracts The. use- of this
wmechanisn has allowed the company to keep deﬁe:ral bal@nceg.lpw and.beg;er

match astuwl costs with gollected: Costs.

Puget's financisl fisk profile is 'aggressive’ under Standard & Poor's
corporate risk matrix. Financial measures have beén adéguate Sbr the wating,
although cash Flow coverage metrics have been mixed and are expected to weaken
post-acquisition. Adjusted funds from operations (FFO) to interest coverage
vas approximately %.9¥, while FFO to average votal debt was at about 19.8% for
the 12 months ended Seépt. 30, 2008. Dué to the additional debt at the holding
company, post-transaction coverages are expected to be run ar 3.0x and no less
thar 12%, respectively. Adjusted debt levevage -~ Including debt aljustmencs
for-o eratxng leases, nurchased power, and- ?ybrld equity ~-- is expecteﬂ o
: ;: : 60%. ﬁl,‘dends to Puget may he - restricted - undey
condltzons uf flnanc1al weakness ‘ar PSE.

PS§E's financial rigk profile is alsdo gategerized as 'aggreséiv&':hqg~i£
731) reflaet more robust finazrcials meurrids peost-Liansaction &ie to ‘the
exclusion of hHolding tompaiy deébt. Adjusted FFO to fhterest coverage is
expected te average above 4x, vhile PFO to average total debt is expecred ro
average above 20%. Adjusted debt leverage is expected to be balanced ar 50%.
Capital requirements are very high at PSE, with capital expenditures of $2.7
billion planned for 2008 threough 2010 related te system upgratle needs,
customer growth, and furthef generation résouvce additions. Ongoing periedic
debt and equity funds are expected to finance this growth.

Shoti-térm. credit factors

PSE's .short-térm rating is 'A-2'. Overall ligquidity &v PSE i% adeauate, ek
$147 miilion in avallable capacity as of Sepr. 30, <2008, uhdEY "ite $500
million commztted unsecurad bank credit agreement: nhac eypzres Aprml 458, 2012,
and: a fully . ava;lable 5350 willion facility .to: support hedging activities,
less §35 willion. &llocated to Lehman. In Rugust 2008, PSE entered into a

‘aine-montl, $375 million credit agreement with $300 remainlng avdilable under

the agreement., Additional liquidity vesourceés at PSE -incluwde a $280 million
receivables securitization fac111cy w1th~$29 miilion available and a cash -
balance ‘of $158 million as of Sept. 30, 2008 Liguidity reguirements will
remain high .at PSE due to a high level of planned capital, spending and
poténtial .collateral requirements related to the company's el&ctric and gas
supply arrangements. Debt maturities are manageable, with about $158 million
due in 2009 -and $232 million due in 2010. We expect PSE to intermally fund at

‘least 40% of capital expenditures in order to malntain a stable capital

structure. Post-transaction, Puget is expected to have ample liquidity due to
the addition of new creditv facilities.
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Outlook

Thé stable olitlodk on Pugst reflects ouf expectation that it will be able to -
refinance term loans and credit faciliries that come due in five years and
cthat Finafcial risks are prudently manaded such that they remain within.our i
‘aggressive' financial category. Consolidated adjugted ¥FO to debt will ramain :
above 12% on an ongoing basis and that adjusted debt to. capital will rvemain
near 60%. The stable outlook on BSE reflects reasonable and timely rate relief
related to resource additions and changes in power costs. Factors that gould
lead to & negative cutlcok on both entities include commodity cost
disallowances, excessive power cost deferrals that stretch liquidicy,
. fegulatory lag or insufficiency, or a disproportionate veliance on' debt
Linancing to meet its capital needs. Consideration of a positive ratiag
osutlock is unlikely at this time.

Ratings Lise

‘povhgraded; CredivWatch/utlook Action

“Te: : From :
Puget Energy Inhc. ' . :
Coxporaté Credits Rating BB+/5rable/-- BBB-/Watch Neg/-- i
Upgraded; CreditWateh/outlook Accion
To From :
Puget Sound Energy Inc. :
Corporate Credit Rating . : BEB/Srable/A-2 BBB- /Wateh Heg/h-3 §
Commercial Paper ) ' B :
Local Cuxrency A~2 n-31/Watch Neg 5
Washington Natural Gas Co. _ :
Corporate Crgdit Rating ‘BBR/Stablé/ -~ BEB-/Watsh Neg/--
Puget Sound Energy Capital Trust I
preferved Stock {1 issue) BB+ BEB/Watch Neg
Pugesr Sound Energy Inc. _
Senioy Sécured (18 issues) A- BEB+/Watch Neg
SenioYy Unsedured {2 issues) EBE i BBB~/tWarch Neg
Junior Subordinated (i issus} BB+ BEB/Watch Neg
Preferred Stock (2 lssuss) BB+ . B8B/Watch Heg
Commercidl Paper {1 lssue] . A-2 : E-3/%atch Neg

Upgraded; CreditWatch/Outlook Acticon;. Ratiugs rffirmad

' To - From
‘Puget Sound Power & Light Co. .
Corporate Credit Rating BBB/Stable-- " BEB-/Watch Heg/--
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Upgraded; :CredicHateh/outlook Adtion

Puget. Sound Energy Ing.
Senior Secured :

US$300 mil 7.02% ‘ist mtg bnd ser A
due 12/01/72027

Récovéry Rating :
Us$200 mil &.74% sr med-term nts
due 06/13/2018

Recovery Rating

Us8150 mil 6,46% fallaway 1st .mtg
bnd due 03/09/2009

Recovery Rating

US$100 mil 7% Eallavay Ist meglbad.

. ser-B due 03/09/2029

‘Recovery Rating: )
pss225 mdl 7.96% 1st mtg bad due.
0272272040 :

‘Recovery Rating

Ys$260 mil 7.69% 1st mtg bnd ser C
due 02/01/2031

Recovery Rating

US$250 mil 5.483% 1ist mcg bnd due
06/01/2025

Recovetry Rating

Us5150 mil 5.1%7% sr nts lst mig
bnd .due 10/01/2015

Recovery Rating:
US$250. mil §.724% fallaway &r nts
1st mtg bnd due 06/15/2036
‘Recovery Rabing
US$300 mil 6.274% fallaway. lst mtg
bnd due 03/15/2037

Recovery Rating

Complete ratings information is available to subseribiers of Ratingsbivect, the
real-time Web-Fased source for Standard & Boor's éredit ratings, research, and
risk analysis, at www . ratingsdirect .com. A1l ratings affedted by chis rating
action can be found on Standard & Poor's public Web site at
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Summary:
Puget Sound Energy Inc.

CreditRating:  BBB/Stable/A-2

Ratonale
The ‘BBB' corporate-credit rating on Puger Sound Energy Inc. (PSE) primagily-vefloets the risk profile of jts
integrated clectriv and gas wifity-operations, and the 'BB+" corpofate credit rating on Puget Exeigy Inc. {Paget)
primarily reflects.the consolidareil firiantial measures that are weaker due 1o additional debt feverage-and
disatvintaged by irisulating provisions, following Ruget's:acquisition ty ant investor consortiumy that closed on Feb.
5,:2009 vever, the-relationshiip-bepween these: entities and-lack of other opérating units.constrains. the degrec-of
.scﬁa‘r’a'tien- Tetwiet thie nivo credit.fatings.
Standacd. & Poor's Ratings Services views the pagkage ofeomimiments-entered intg by the gompany privrtothe
close.of the merges; incloding the placement ap:independent director.on the boasd of diregtors of the urility

dnd credit ratings; @3 providing a degree f

“company: dividend réstrictions based-on minimum egtdry, fivandial vis
‘insuldrion o the :ﬁﬁiit‘)t.ebmphni’; ‘livaddition, theanility.campaing’s -'sjt'nﬁd‘-nfl'qnc_ fimancial.metrics are-expected o
imiprave p(}sr-traaxsacrfqn as somy debr is repaid-and, ona forward basis, the-capital structure isexpected.tobe
managed-ta a ercdit-Supportive level: The cofporate.crodit rating on Plhgettefleers e additional tansaction debit
and.pur cxpecatfon thar the dmoudit. of ﬁéiofity debr, inchudinig 41l operating company.debr and crediv facilities, in
addition ro thesinsulation of the-utlity company, is a disadvantage ro credivors of Pager.

The business.sisk profile is ‘excellent’, reflecting the comibined electric. and-gas uifity business of PSE, which s
subject to reguldtion lgy»‘rlié-\‘(r’:fshiiigroiiaL-Jt'ilixic's' and Transportation Qoniftission (WHTE), The regularory
environment in Washington fi;hd‘;ii‘t)w‘*th&‘c”mnpmiy“m,ﬁnngé,é its-relationship: with the WUTC are key drivers-of crediy
quality, especially-in lighy of PSE's high eapital needs and: commrodity priceexposure. PSE's vostrecovery
fneitisnismy sripporr eredit guiality. The campany lias flexibility in-implémenting sate ¢hanges througls its poswer dost
adjustment {PCX), biie-the thicshold it ust meet totrue up undercollectgd rates is high and deferred costs are Rot
automatically collected.. Each- year; uncotlected costs are subject ta defined sharing hands. allowing the company 10
defer certain portions for collecrion from costomers: However; the PCA asechanisin does not frigger a rate increase
until 'a minimum déférral bilande is reached. Puget is also able 1o update rates furchanges in power costs by filing a
powcr-cusr—:in'l}' rate case {PCORC), which gives it the fexibility ny-file for changes in.variable and fixed costs
whenever there is a projeced deferral balance of $30 mullion or more. The PCORT functions as a “mnt” rate case

that takes abour five months.and is especially useful for néw plant additions-or contracts. The use of this mechapisar
has allowied the company te keep deferral balances low and better match actual costs with callected costs. The
holding company has-no additional operating units or business. activitics,-and thus carries the same business profile.

Puget's financial risk profile is ‘aggréssive’ under Srandard. & Poor's carporate risk matrix. Finarcial measures have
historically- been adequate forthe rating and are expecred to weake going forward duc o the ncx addition of
approximately $850 million of acquisition debr. Adjusted funds from operations IFFO) 1o fnteresy vuverage was
slightly over 4%, while FFO to average roral debr was at abour 17% for the vear ended Dec. 31, 2008, However,
these year-end financial positions do not reflect the increased debr at Puger apon the complegion of its acquisition,

Lo
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Sununary: Puget Sound Erergy Inc

which closed.in Februiry. Duic to the addirional debr ar-the holding company, we expess-consolidared:
post-transaction eredit metrics ta run ac naless than 3xand 12%, respectively, Adjusted debr leverage -- meluding
debt adjustments for operating feasés, purchased power, and hybrid equity -- is.expected to risc ta shghtly ahove
60%. Dividends to Puger could be restricted, under conditions ef financial weakness av PSE. In addition, PSE must
maintain investment-grade credit ratings and a minimum equity level, which may also reserict the dividend, pursuant
to the-company’s commitments approved by siate regulators.

PSE's firiancial risk profile is alse carcgorized as “aggressive” bat it will reflect more robust financials metrics
post-tranisaction dag 1o the exclusion-of holding company debe and the repayment of sume utility ditbts, Adjusted
FFO:10-interest coverage is expected. o-average-above 4x; while FEO to avéragie fotal débris éxpected 1o average
above 20%. Adjusred debr lcvcmgc is expected 1w bie balanced at $0%. Capival- requirements are very Righ at PSE,
with capital expenditures-of $3.3 bitlion planned for. 2009 thrpugh 2011 driven by infrastructure replacement,
renewable standards, aad other new resource requireificnts- Ongoifig; petindic cxiernal delit and cquity funds-are
expedred 1o supplement internal cash- flows 1o finance this growth. o

Short-term credit factors

'SE's short-rerm-rating is 'A-2 Oveeall liguidity-at PSE i adequite: PSE-has three Somnrivfed uisccured revolving
crediv facilities thar provide, in dggregare, $1.15 billion in'shorr-terin borrowing capahility. These new facilitics
include a $400 willivw credit agreement, for working. capieal.necdsy.a $400 million credic facilizy for funding capivil
cxpcnduurcs, and a $350 million facxhry 1o support other svorking: capml and energy hiedging activities. At the dose
of thié mesgier on.Feb. 6, 2009, PSE had biarrowed 570 mitlion on the $400millior working capital facilisy and had
a §30 nillion. levter of credit-outstanding under the $330 niillion facHiry, Iy, addivion to the credic agreements, PSE
had a $6.6 rivitlion léter of ceedit through a bank in mpport 62 long-term trinsiission contrdct, These faciliries.
pature in 2014,

Effective with-the close of the merger. Puget has a 51,223 bilfien five-vear term Toan and a §1 billion credit facility
for funding capital expenditures. As of Feb. 6, 2009, the term Joan was fully drawn.ac $1.225 hillion aud 3258
smillion was outstanding under the §1 billion facility. These fadilities also mratre in 204,

1:iqui'di"t}*:rcq,\‘i,irc'm_c:i\jt»s,\viil temain high at PSE due to.a highlevél of planued ¢apital spending and potential
collatecal requirements related w the  company’s electricand gas supply arrangements, Debr maturities are
maniageahle, with abour $158 million due in 2009- and-$232 million 'ducin 2000, We expeer PSE o inecenally fund
at least 30% of capital upcnduurcs in arder to maintain a stable, Laparal strieture:

Qutlook

Tt stable-outlogk:.on Puget.reflects our expectation thit it will biz-ablerte-refingnce term Toans and credit failitics
that come due jn five years and thax financial risks are prudently managed such that they remain within our
‘aggressive’ financial-category -- that consolidated adjusted FFO 10 debt is expected to remain abave 12% on an
ongoing basis and adjusied debit to c‘xpiml'u'oar 6:0%. The stable cutloek-on PSE reflects reasonable and dmely rate
relief relared o resource additions amd changes i power: costs: Factors that could lead 1o 2 riegative outlook on both
entities inclitde.commodicy cost disalloveances, excessivé power cost defeerals that streteh liquidity, regulatory lag or
insufficiency, or a disproportienate reliance on debt financing 1o uees the companies capital needs. Consideration
of a positive rating -sutlook is untikely ar this vime.
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