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- CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in Thousands) i
YEAR ENDED DECEMBER 31, _
2010 2009 2008 ’ i
Opcralmg activities:

Net income o ¥ 26095 $ 159252 $ 162,736

Adjustments to reconcile net income to net cash provided by operating activities: ' : . -
Depreciation _ 252,634 269,386 255,706 i

" Amortization - ' ’ 71,572 63,466 56,422 '

- Conservation amortization : ' 90,109 66,466 61,650 :
Deferred income taxes and tax credits, net (16,284) 154,494 78,050 T ik
Amortization of gas pipeline capacity assignment ' T (8,644) (9,410) - (9346) '
Carrying value adjustment related to Cahforma wholesale energy sale :

regulatory asset . . ) . 17,763 - -
Non cash return on regulatory assets : ' , (17,864) C@7527) - (11,018)
Net unrealized loss (gain) on derivative instruments ) 166,953 (1,254) 7,538 i
chcwablc energy credit payments received : . 44,633 26,690 3,008
Pension funding - - . (12,000) (18,400) (24,900) -
Change in residential exchange program- ‘ ' (55) . (740) ~ 37811
Storm damage deferred costs ’ : (13,952) e - i
Other ~ (26,096) (13,444) 11,484 '
‘Change in certain current assets and habllmes -
Accounts receivable and unbxlled revense ’ © 7584 64,349 (33,055) . i
Materjals apd supplies ' ' 19,618y - (2.580) - 89 -
. Fuel and gas inventory - 3,591 24,391 20,433y - °
_ Income taxes - . 37,834 (82,630) 24,497 )
Prepayments and other - ' : : (2,345) . 2353 - .7 (3,055) :
Purchased gas adjustment N ' , (55,579) 40,695 (68.972)
Accounts payable C . : © (25,780) (35,205) 20,735 o
‘Taxes payable . T : : ' 4203 (7,339) 313 . _
“Accrued-expenses and other 11,021 7,678 _{2,840) -
Net cash provided by operating activities . 575,775 720,691 546,420 1
Tnvesting activities: . C ‘ T
. Construction expenditures — excluding cqulf)’ AFUDC (859,091) (775,688) (846,001) .
Energy efficiency expenditures - '(95,726) (87,176) (66,126) -
Treasury grant payment received : 28,675 - — L
Restricted cash A A 14,374 A (955) (18,090) -
Cash received from property sales : 5,145 28175 2,248 .
Other . ‘ 856 (926) (7.880) .
Net cash used in investing activities : : (905,767) (836,570) (935,849) e
Financing activities: . . '
Change in short-term debt and lcascs, net . ) 141,941 . (113,286) 704,214 -
Dividends paid : ' (186,733) (183,071) (145,840) -
Long-term notes and bonds 1ssucd ' 575,000 600,000 .- - o
Loan from (payment to) Puget Energy ' (300) - (3,156) 10,287 - _
Redemption of preferred stock , . A - (1,889) - - Yl
‘Redemption of bonds and notes ' (232,000) (158,000) (179,500) - -
Investment from parent o - 25,960 ; - el
Issuance cost of bonds and other (10,003) (10’74,2) (2,035) S
Net cash provided by financing activities 287,905 155,816 387,126 .
Net increase (decrease) in cash and cash equivalents (42,087) 39,937 © (2,303)
Cash and cash equivalents at beginning of period : i 78407 38,470 40,773
Cash and cash equivalents at end of period $ 36320 $ 78407 $ 38470 _
- Supplemental cash flow information: : ) -
. Cash payments for interest (net of capitalized interest) 3 198,496 §$ 183652 . § 204,837 :
Cash refunds for income taxes : (20,632) (44,365) (40,034)
B p T
The accompanying notes are an integral part of the consolidc’;ted financial statements. .
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PUGET SOUND ENERGY,INC.
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDER’S EQUITY
(Dollars in Thousands)

CONMMON STOCK.

EARNINGS  ACCUMULATED
ADDITIONAL ~ REINVESTED. - OTHER
) PAID-IN INTHE . COMPREHENSIVE ° TGOTAL
. N __ SHARES __ AMOUNT _ CARITAL __ BUSINESS  INCOME(L0SS)  EQUITY
Balance at December 31, 2007 85,903,791 § 859,038  $ 1,297,076  § 345,899 $ 2078 §2,504,091
Netinceme , - -~ - 162,736 - 162716
Coinmon stock dividend declared -~ — - (145,840) ~ (145,840)
- Adjustiest to initially apply ASC 820, ] ) .
Fair Value Measurements - - - (5,848) o= (5,848)
Titvestment refurned to parent? —~ - (L,071) - — (1,071)
. _Other comprehensive loss - - — _ : ‘ - {264,882 (264,882)
‘Balance at December 31, 2008 85,903,791 §$ 859,038  § 1,296,005 $ 356,947 $(262,804) $2,240,186
Charige in par value - (858,179) 858,179 - : R
“Net inicome L - - . L= 159252 - 159,252

* Comirion stock dividend declared = (183,071 ~  (183,071)
Investment fron parent - - 8052830 ... - - 805,283 .

" Ermpleyee commort stock award ; R -
transferred to lidhility award ' - - 7 ?59@“ - - - (690)
Employee stock plan tax windfall ’ - - 498 - _ - 498

) Oﬂlel' comprehensive income s - . o ) ’ 52’634 52,684
 Balange at December 31, 2009 85,903,791 $ - 859  §$2,959,205 $(210,120) $3083,072
- Net income : ' - S - S 26085
C vidend deelared - - - = {186,733)
iensive Inco —— = - e = 32473
edsint ) 85903791 §  §59  §2.059.005  §.072400 $(157,647). §3,

_ PUGET SOUND-ENERGY, INC :
CONSOLIDATED STATEMENTS. OF COMPREE ENSIVE INCOME
(Dallars in Thousands) :

YEAR ENDED DECEMBER 31 ol
, e ... 2010 2009 2008
Net incomae - - $ 26095 $ 159252 § 162,736
Other comprehensivé income (loss): ’ S ' T :
Net unrealized gain (163s) from pension and postretirement plans, net )
of tax of 2,446, $12,819 aud $(80,769), respectively 3,610 23,807  (149,999)
Net unrealizéd gain (loss) on-energy derjvative instruments during the -
. period, net of tax of $309, ${32,996) and $(73,621), respectively 575 (61,277)  (136,725)
Reclassiffcatioty of net vdrealized loss on energy derivative |
instruments settled during the period, net of tax of $25,831, $48,373 :
and $11,590; respectively 47,971 89,837 21,525
Amortization of finanéing cash flow hedge contracts to earnings; net
_oftax of $171, $171 and $171, respectively : : 317 317 317
Other comprehensive income (loss) ' o o 52473 52684 (264,882)
Coniprehiensive income (loss) ' $ 78568 § 211,936 $(102,146)

The accompanying rotes are an integral part of the consolidated financial statenients.
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g values of net utility plant and the majority of regniatafy assets and liabilities were determined to be stited at

The, carryin
fair value at the acquisition date hased on a_conclusion that individial assets are subject to regulation by the Washington
Commission and the FERC. As aresult, the future cash flows associated with the assets are limjted to the carrying value plus

of the debit vis estimatedd byforecasnng out all coupon and principal payments agd dis;munting them 16 the

an approximated. discount rate based oh PSE’s rigk Qf_nonpexfogﬁang;e s of the merger-date.
The merger also: triggered a new basis of accounting for Puget Ener;’gy'?sgpéstrefifemeﬁft 'blzneﬂ’{{plans spornsored by PSE |

urider ASC 805 which required Femeasuring plan labilities without the five year smoothing. of wrarket-related gsset gdins and
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(4 Regulation ang Rates

ELECTRIC REGULATION AND RATES
STORM DAMAGE DEeFERRAT, ACCOUNTING .
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