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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION
Docket Nos. UG-110723
Puget Sound Energy, Inc.'s
Tariff filing for Pipeline Integrity Program

PUBLIC COUNSEL DATA REQUEST NO. 035

PUBLIC COUNSEL DATA REQUEST NO. 035:

Please provide all credit rating agency reports or analyst reports relating to PSE, PSE
Energy, or PSE Holdings issued within the last 18 months.

Response:

Puget Sound Energy, Inc. (‘PSE") objects to Public Counsel Data Request No. 035 to
the extent it seeks information that is neither relevant to the issues in this proceeding
nor reasonably calculated to lead to the discovery of admissible evidence. PSE further
objects to Public Counsel Data Request No. 035 as overly broad and unduly
burdensome taking into account the needs of the adjudicative proceeding. In particular,
this objection applies to requested information related to Puget Holdings. Without
waiving such objections, and subject thereto, PSE responds as follows:

Attached as Attachment A to PSE's Response to Public Counsel Data Request No. 035,
please find credit rating agency or analyst reports relating to PSE and Puget Energy
issued within the last 18 months. There are no credit rating reports issued for Puget
Holdings.

PSE's Response to PC Data Request No. 035 Page 1
Date of Response: October 20, 2011

Person who Prepared the Response: Tom A. DeBoer

Witness Knowledgeable About the Response: Tom A. DeBoer
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Major Rating Factors

Strengths:

Corparate Credit Rating "
o Regulated integrated electric and natural gas utility operations that provide SRS

‘BB+/Stablg/-

relatively stable cash flows; )

® Generally supportive regulatory framework with a power cost adjustment
(PCA) mechanism and purchased gas adjustment mechanisms, although the
PCA mechanism contains deadbands;

* A power-cost-only rate case procedure that functions as a limited-scope rate
case for resource additions and other power costs, thus reducing rate lag;
and

* The absence of material unregulated businesses.

Weaknesses:

* Aggressive financial strategy, reflecting the additional debt leverage added at the holding company;

* Significant capital expenditure requirements -- driven by infrastructure replacement, renewable portfolio
standards, and other new resource requirements -- that increase rate lag;

® Reliance on external debt capital to finance capital plans beyond the company's internal cash funding ability; and

® Moderate price and commodity risk related to a significant reliance on hydroelectric and gas-fired resources, as
well as market purchases.

Rationale

The 'BB+' corporate credit rating on Puget Energy Inc. (Puget) primarily reflects the "excellent” business risk profile
and "aggressive" financial risk profile of its steady integrated electric and gas utility operations at 'BBB' rated Puget
Sound Energy Inc. (PSE), consolidated financial measures that are weaker than PSE's due to additional debt leverage
at the holding company, and the disadvantage of insulating provisions pledged at the utility operating company that
may limit dividends. Standard & Poor's Ratings Services views all holding company financial obligations as being
disadvantaged relative to operating company debts and credit facilities. However, the relationship between these
entities and a lack of other operating units constrains the degree of differentiation between the two credit ratings.

Coverage test, and investment-grade ratings on PSE. Despite these minimums related to settlement commitments, a
downgrade could occur if the company does not manage the financial profile in a manner that supports
investment-grade credit metrics on a consolidated basis.

The business risk profile of Puget is "excellent," primarily reflecting PSE's combined electric and gas utility business
focused in the Puget Sound region of Washington State. PSE is subject to regulation by the Washington Utilities and
Transportation Commission. The company's management of its regulatory relationships in Washington is a key

driver of credit quality, especially in light of PSE's relatively high capital needs and commodity price exposure. PSE's

Standard & Poor’s | Research | February 24, 2011 2
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cost recovery mechanisms support credit quality. PSE passes all increases and decreases in the cost of natural gas
supply on to customers through the purchased gas adjustment mechanism. The company also has flexibility in
implementing rate changes through its power cost adjustment (PCA) mechanism, but the threshold it must meet to
true up undercollected rates is high, and deferred costs are not 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 not trigger a rate increase until a minimum deferral balance is reached. PSE is
also able to update rates for changes in power costs by filing a power-cost-only rate case (PCORC), which gives it
the flexibility to file for changes in variable and fixed costs whenever there is a projected deferral balance of $30
million or more. The PCORC functions as a mini-rate case that takes about five months, and is especially useful for
new plant additions or contracts. The use of this mechanism, combined with frequent general rate case filings, has
allowed the company to keep deferral balances low and better match actual costs with cash collected.

Puget's consolidated financial risk profile is "aggressive" under Standard & Poor's corporate risk matrix.
Consolidated adjusted funds from operations (FFO) to total debt has decreased to 10.3%, excluding reclassified
derivative contracts, for the 12 months ended Sept. 30, 2010, but normalized metrics are higher due to the impact of
deferred taxes. Adjusted debt to debt and equity -- including debt adjustments for operating leases, purchased
power, and hybrid equity -- was 60% as of Sept. 30, 2010. Financial weakness at PSE could restrict its dividends to
Puget, pursuant to the company's commitments approved by state regulators, or limit the availability of credit
facilities. We expect adjusted FFO to total debt to average no less 12%, and we expect no further elevation in debt
leverage, beyond 60%, for Puget to retain the current ratings.

Capital requirements are very high at PSE, with infrastructure replacement, renewable portfolio standards, and other
new resource requirements driving capital expenditures of $1.741 billion planned for 2011-2012. We expect
ongoing periodic external financing and funds from Puget to supplement internal cash flows to finance this growth.
PSE will need to internally fund significant portions of capital expenditures to maintain a stable capital structure at
both the utility and the consolidated entity; higher funding levels may be required. PSE needs to carefully manage
capital plans, expenses, and dividends to avoid excessive debt usage, which could jeopardize the financial profile.
Liquidity

Puget consolidated liquidity is "strong" under our corporate liquidity methodology, which categorizes liquidity
under five standard descriptors. Projected sources of liquidity (mainly operating cash flow and available bank lines)
exceed projected uses (mainly necessary capital expenditures, debt maturities, and common dividends) by more than
2x for the upcoming 12 months. Puget's credit agreement contains financial covenants that may limit its availability.
PSE has three committed unsecured revolving credit facilities that provide, in aggregate, $1.15 billion in short-term
borrowing capability. These facilities include a $400 million credit agreement for working capital needs, a $400
million credit facility for funding capital expenditures, and a $350 million facility to support other working capital
and energy hedging activities. As of Sept. 30, 2010, PSE had $89.6 million drawn on the working capital facility, no

borrowings under the capital expenditure facility, and $5.7 million the hedging facility. These facilities mature
February 2014.

Effective with the close of the merger, Puget had a $1.225 billion five-year term loan and a $1 billion credit facility
for funding capital expenditures at PSE, As of Sept. 30, 2010, the term loan was fully drawn at $1.225 billion and
$258 million was outstanding under the capital expenditures facility. These facilities also mature February 2014,
except for $450 million of the term loan that was refinanced and matures in 2020,

www.standardandpoors.com 3
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Liquidity requirements will remain high at PSE due to a high level of planned capital spending and potential
collateral requirements related to the company's electric and gas supply arrangements.

Recovery analysis

Puget's term loans are not notched from our 'BB+"' issuer credit rating on the company, based on our
speculative-grade recovery criteria and our expectation of meaningful (50%-70%) recovery. Please refer to our
recovery report to be published on RatingsDirect on the Global Credit Portal.

Outlook

The stable outlook on the Puget ratings reflects our expectation that the company will be able to refinance term
loans and credit facilities well in advance of the 2014 expiration and that Puget will prudently manage financial
risks such that consolidated credit metrics remain within our "aggressive" financial category on a consolidated basis,
including consolidated adjusted FFO to debt of more than 12% and adjusted debt to debt and equity of no more
than 60%. The stable outlook also reflects reasonable and timely rate relief related to resource additions and
changes in power costs at PSE, as well as our expectation that PSE will internally fund significant capital
expenditures. We could lower the rating if the Puget increases adjusted debt leverage to more than 60% due to
excessive debt financing, if PSE is unable to fully recover investment costs due to cost disallowances, or if the
ownership consortium collects larger dividends that directly result in weaker consolidated credit metrics, including
adjusted leverage of more than 60%. We could raise the rating if Puget is able to sustain significantly higher credit
metrics on a consolidated basis, specifically adjusted FFO to debt of more than 15 %. However, positive ratings
momentum is unlikely at this time.

Table 1.

Puget Energy Inc, -- Peer Comparison*.

Puget Energy Portland General NorthWestern

Inc. Avista Corp, Electric Co. Corp. IDACORP Inc.

Rating as of Feb. 24, 2011 BB+/Stable/-- BBB-/Positive/A-3 BBB/Stable/A-2 BBB/Stable/A-2 BBB/Stable/A-2
--Average of past three fiscal years--
(Mil. $)
Revenues 3.302.3 1,535.7 1.764.0 1,163.5 963.2
Net income from cont. oper. 175.5 66.4 109.0 728 101.7
Funds from operations (FFO) 657.7 233.3 326.5 2125 2013
Capital expenditures 856.9 216.7 511.4 1771 2574
Cash and short-term 54.2 230 38.0 7.3 233
investments
Debt 4,044.0 1,302.9 1.875.2 1,079.9 1,708.1
Preferred stock 126.3 46.4 00 0.0 0.0
Equity 28658 1.033.5 1.404.3 790.3 1,303.8
Debt and equity 6,909.8 23365 3.2795 1.870.2 30119
Adjusted ratios
EBIT interest coverage (x) 20 23 22 23 23
FFO int. cov. (x) 35 37 35 36 32
FFO/debt (%) 16.3 179 17.4 19.7 11.8
Standard & Poor’s | Research | February 24, 2011 .
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Table 1.
Puget Energy Inc. -- Peer Comparison* (cont.)
I[fgsicretionaw cash flow/debt (9.5) (1.9) {14.4) (2.8) (8.1}
0
Net cash flow/capex (%) 61.9 89.1 515 923 57.0
Total debt/debt plus equity (%) 585 55.8 57.2 51.7 56.7
Return on common equity (%) 6.2 6.1 6.3 8.2 3
Common dividend payout ratio 68.3 56.7 59.6 67.3 53.8
(unadj., %)
“Fully adjusted (including postretirement obligations).
Tahle 2.
Puget Energy Inc. -~ Financial Summary*
--Fiscal year ended Dec. 31--
2009 2008 2007 2006 2005
- Rating history BB+/Stable/-- BBB-/Watch Neg/-- BBB-/Watch Neg/-- BBB-/Stable/-- BBB-/Stable/-
(Mil. $)
Revenues 3.3289 3.357.8 3.2201 29057 25732
Net income from continuing operations 186.8 154.9 184.7 167.2 146.3
Funds from operations (FFO) 6996 689.1 584.3 358.1 3849
Capital expenditures 853.7 9N5L7 8015 7796 598.5
Cash and short-term investments 785 385 45.6 28.1 16.7
Debt 46927 3,965.5 34739 3,628.2 29297
Preferred stock 125.0 126.9 1269 208 1208
Equity ‘ 3,548.5 2,400.1 2,648.8 2,136.8 2,109.8
Debt and equity 82411 6.365.6 61227 5,765.0 5,039.5
Adjusted ratios
EBIT interest coverage (x) 2.1 20 20 2.1 20
FFO int. cov. {x) 32 4.2 33 26 28
FFO/debt (%) 149 17.4 16.8 99 131
Discretionary cash flow/debt (%) (9.1) (11.2) (8.1) (17.3) (14.9)
Net cash flow/capex (%) 66.7 60.1 58.8 326 49.6
Debt/debt and equity (%) 56.9 62.3 56.7 62.9 58.1
Retum on common equity (%) 59 58 12 12 713
Common dividend payout ratio (unadj., %) 64.9 83.7 58.7 62.4 60.2
*Fully adjusted (including pastretirement obligations).
Table 3.
Puget Eherg\r Inc.--Ouarterly Data* : :
September 2010 June 2010 March 2010 December 2009 September 2009
(Mil. )
Revenues 622.8 673.3 878.2 942.0 592.6
Net income from continuing operations (37.9) 3.7 (19.2) 539 245
Funds from operations {FFO) 326 153.0 1015 2284 160.1
Capital expenditures 255.4 262.2 207.4 2135 246.1
Cash and short-term investments 86.3 1329 785 785 835
www.standardandpoors.com 5
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Table 3.
Puget Energy Inc.~-Quarterly Data* (cont,)

5,020.1 49418 47314 4,692.7 4,652.2

Debt

Preferred stack 125.0 125.0 125.0 125.0 125.0
Equity 3,348.5 3.398.5 3,463.3 3,548.5 34498
Debt and equity B,368.7 8,340.3 8,194.7 8.2111 8,102.1
Adjusted ratios

EBIT interest coverage [x) 1.0 13 1.5 2.1 21
FFO int. cov. (x) 24 28 27 32 34
FFO/debt (%) 103 12.7 121 148 142
Discretionary cash flow/debt (%) (8.8} (9.8) (7.7) {9.1) (16.5)
Net cash flow/capex (%) 43.4 55.7 52.8 66.5 458
Debt/debt and equity (%) 60.0 59.3 57.7 56.9 57.4
Aeturn on common equity (%) (0.8) 12 25 5.9 56
Common dividend payout ratio (unadj., %) 23,304.0 167.0 103.9 64.9 83.1

"Fully adjusted (including postretirement obligations).
Table 4.
Reconciliation 0f Puget Energy Inc. Reported Amounts With Standard & Poor's Adjusted Amounts (Mil, S)*
--Fiscal year ended Dec. 31, 2009--

Puget Energy Inc. reported amounts

Operating Operating Operating
income income income Cashflow Cashflow
Shareholders' (before (before (after Interest from from Dividends Capital
Debt equity D&A) D&A) D&A) expense operations operations paid expenditures

Reperted 437717 34235 956.5 956.5 557.3 2738 5439 5439 1212 862.9

Standard & Poor's adjustments

Operating 94.3 - 126 6.9 6.9 6.9 58 58 -
leases

Intermediate (125.0) 125.0 - - - (8.7) 8.7 8.7 8.7
hybrids

reported as

debt

Postretirement 425 - 1.0 10 1.0 1.0 5.7 5.7
benefit
obligations

Accrued 525 N gt = 23
interest not

included in

reported debt

Capitalized - - - - - 9.2 9.2) [9.2) - (9.2)
Interest

Power purchase  234.9 - 199 199 16.6 16.6 34 34 =
agreements

Asset 15.7 - 15 1.5 1.5 15 (3.4) {3.4) =
retirement

obligations

Reclassification - -- - - 413
of nonoperating

income

(expenses])

Standard & Poor’s | Research | February 24, 2011 6
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Table 4.
Reconciliation 0f Puget Energy Inc. Reported Amounts With Standard & Poor's Adjusted Amaunts (Mil. $)* (cont.)
Reclassification - - - - - = < 1447 = -
of
working-capital
cash flow
changes
Total 315.0 125.0 351 294 67.3 265 110 155.7 8.7 8.2
adjustments
Standard & Poor's adjusted amounts
Operating
income Cash flow Funds
(hefore Interest from from Dividends Capital
Deht Equity D&A)  EBITDA EBIT expense operations operations paid expenditures
Adjusted 4,692.7 35485 991.6 985.9 624.6 300.3 554.9 699.6 129.9 853.7

“Puget Energy Inc. reported amounts shown are taken from the company’s financial statements but might include adjustments made by data providers or reclassifications
made by Standard & Poor's analysts. Please note that two reported amounts (operating income before D&A and cash flaw from operations) are used to derive more than one
Standard & Poor's-adjusted amount (operating income before D&A and EBITDA, and cash flow from operations and funds from operations, respectively). Consequently, the
first section in some tables may feature duplicate descriptions and amounts,

BB+/Stable/=

Financial Risk Profile

“Unless otherwise noted, all ratings in this repart are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.

www.standardandpoors.com 7
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Credit Rating:  BBB/Stable/A-2

Rationale

The 'BBB' corporate credit rating on Puget Sound Energy Inc. (PSE) primarily reflects the "excellent” business risk
profile and "aggressive" financial risk profile of its steady integrated electric and gas utility operations. Parent Puget
Energy Inc. (Puget) is rated two notches below the utility at 'BB+', reflecting consolidated financial measures that are
weaker than PSE's due to additional debt leverage, and the disadvantage of insulating provisions pledged at the
utility operating company that may limit dividends. Standard & Poor's Ratings Services views all the financial
obligations of Puget as being disadvantaged relative to PSE debts and credit facilities. However, the relationship
between these entities and a lack of other operating units constrains the degree of differentiation between the two
credit ratings. '

We view the package of regulatory commitments that the companies entered into during the merger settlement as
providing a degree of insulation to PSE. The package includes the placement of independent directors on the utility's
board of directors and dividend restrictions based on a 44% minimum equity level, a 3x EBITDA interest coverage
test, and investment-grade ratings on PSE. Despite these minimums related to settlement commitments, a downgrade
could occur if Puget does not manage the financial profile in a manner that supports investment-grade credit metrics
on a consolidated basis.

The business risk profile of PSE is "excellent,” reflecting combined electric and gas utility operations focused in the
Puget Sound region of Washington State. PSE is subject to regulation by the Washington Utilities and
Transportation Commission. The company's management of its regulatory relationships in Washington is a key
driver of credit quality, especially in light of PSE's relatively high capital needs and commodity price exposure. PSE's
cost recovery mechanisms support credit quality. PSE passes all increases and decreases in the cost of natural gas
supply on to customers through the purchased gas adjustment mechanism. The company also has flexibility in
implementing rate changes through its power cost adjustment (PCA) mechanism, but the threshold it must meet to
true up undercollected rates is high, and deferred costs are not 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 not trigger a rate increase until a minimum deferral balance is reached. PSE is
also able to update rates for changes in power costs by filing a power-cost-only rate case (PCORC), which gives it
the flexibility to file for changes in variable and fixed costs whenever there is a projected deferral balance of $30
million or more. The PCORC functions as a mini-rate case that takes about five months, and is especially useful for
new plant additions or contracts. The use of this mechanism, combined with frequent general rate case filings, has
allowed the company to keep deferral balances low and better match actual costs with cash collected.

PSE's consolidated financial risk profile is "aggressive" under Standard & Poor's corporate risk matrix.
Consolidated adjusted funds from operations (FFO) to total debt has decreased to 10.3%, excluding reclassified
derivative contracts, for the 12 months ended Sept. 30, 2010, but normalized metrics are higher due to the impact of
deferred taxes. Adjusted debt to debt and equity -~ including debt adjustments for operating leases, purchased

Standard & Poor’s | Research | February 24, 2011 2
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power, and hybrid equity -- was 60% as of Sept. 30, 2010. Financial weakness at PSE could restrict its dividends to
Puget, pursuant to the company's commitments approved by state regulators, or limit the availability of credit
facilities. We expect adjusted FFO to total debt to average no less 12%, and we expect no further elevation in debt
leverage, beyond 60%, for PSE to retain the current ratings. PSE's adjusted FFO to average total debt was 16% for
the 12 months ended Sept. 30, 2010, and adjusted debt to capital was 56%.

Capital requirements are high at PSE, with infrastructure replacement, renewable portfolio standards, and other new
resource requirements driving capital expenditures of $1.741 billion planned for 2011-2012. We expect ongoing
periodic external financing and funds from the Puget to supplement internal cash flows to finance this growth. PSE
will need to internally fund significant portions of capital expenditures to maintain a stable capital structure at both
the utility and the consolidated entity; higher funding levels may be required. PSE needs to carefully manage capital
plans, expenses, and dividends to avoid excessive debt usage, which could jeopardize the financial profile.

Short-term credit factors

The short-term rating on PSE is 'A-2'. Puget and PSE's consolidated liquidity is "strong" under our corporate
liquidity methodology, which categorizes liquidity under five standard descriptors. Projected sources of liquidity
(mainly operating cash flow and available bank lines) exceed projected uses (mainly necessary capital expenditures,
debt maturities, and common dividends) by more than 2x for the upcoming 12 months. Puget's credit agreement
contains financial covenants that may limit its availability. PSE has three committed unsecured revolving credit
facilities that provide, in aggregate, $1.15 billion in short-term borrowing capability. These facilities include a $400
million credit agreement for working capital needs, a $400 million credit facility for funding capital expenditures,
and a $350 million facility to support other working capital and energy hedging activities. As of Sept. 30, 2010, PSE
had $89.6 million drawn on the working capital facility, no borrowings under the capital expenditure facility, and
$5.7 million on the hedging facility. These facilities mature February 2014,

Effective with the close of the merger, Puget has a $1.225 billion five-year term loan and a $1 billion credit facility
for funding capital expenditures at PSE. As of Sept. 30, 2010, the term loan was fully drawn at $1.225 billion and
$258 million was outstanding under the capital expenditures facility. These facilities also mature February 2014,
except for $450 million of the term loan that was refinanced and matures in 2020.

Liquidity requirements will remain high at PSE due to a high level of planned capital spending and potential
collateral requirements related to the company's electric and gas supply arrangements.

Recovery analysis

We rate PSE's first mortgage bonds (FMB) 'A-', two notches higher than the issuer credit rating, with a recovery
rating of '1+.' We assign recovery ratings to FMBs issued by U.S. utilities, and this can result in issue ratings being
notched above the corporate credit rating (CCR) on a utility, depending on the CCR category and the extent of the
collateral coverage. The investment-grade FMB recovery methodology is based on the ample historical record of
nearly 100% recovery for secured-bond holders in utility bankruptcies and our view that the factors that supported
those recoveries (small size of the creditor class and the durable value of utility rate-based assets during and after a
reorganization, given the essential service provided and the high replacement cost) will persist. Under our notching
criteria, we consider the limitations of FMB issuance under the utility's indenture relative to the value of the
collateral pledged to bondholders, management's stated intentions on future FMB issuance, and the regulatory
limitations on bond issuance when assigning issue ratings to utility FMBs. FMB ratings can exceed a utility CCR by
as much as one notch in the 'A’ category, two notches in the 'BBB' category, and three notches in speculative-grade

www.standardandpoors.com 3

© Standard & Poor's. Al rights reserved. No reprint or dissemination without Standard & Poar's permission. See Terms of Use/Disclaimer on the last page. BLa54 | 300642332



Exhibit No. (TAD-9A)
Page 14 of 46

Summary: Puget Sound Energy Inc.

categories. (See " Criteria: Changes To Collateral Coverage Requirements For '1+' Recovery Ratings On U.S. Utility
First Mortgage Bonds," published Sept. 6, 2007, on RatingsDirect on the Global Credit Portal.) PSE's collateral

coverage of more than 1.5x supports a recovery rating of '1+' and an issue rating of 'A-', two notches above the
CCR.

Outlook

The stable outlook on the PSE ratings reflects our expectation that the company will be able to refinance term loans
and credit facilities well in advance of the 2014 expiration and that Puget will prudently manage financial risks such
that it maintains consolidated credit metrics that are within our " aggressive" financial category on a consolidated
basis, including consolidated adjusted FFO to debt of more than 12% and adjusted debt to debt and equity of no
more than 60%. The stable outlook also reflects reasonable and timely rate relief related to resource additions and
changes in power costs at PSE, as well as our expectation that PSE will internally fund significant capital
expenditures. We could lower the PSE rating if Puget increases consolidated adjusted debt leverage to more than
60% due to excessive debt financing, if PSE's adjusted FFO to debt trends below 16%, if it is unable to fully recover
investment costs due to cost disallowances, or if the ownership consortium collects larger dividends that directly
result in weaker consolidated credit metrics, including adjusted leverage of more than 60%. We could raise the
rating if Puget is able to sustain significantly higher credit metrics on a consolidated basis, specifically adjusted FFO
to debt above 15%. However, positive ratings momentum is unlikely at this time.
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Recovery Report:

Puget Energy Inc.'s Recovery Rating Profile

Overview

e Standard & Poor's Ratings Services is updating its analysis of Puget Energy Inc.

e Puget's secured debt is rated 'BB+' (the same as the issuer credit rating).

e This notching is based on a recovery rating of '3' assigned to these debt issues, indicating meaningful (50%-70%)
recovery in the event of payment default.

Legal And Structural Considerations

‘Puget Energy Inc. -- Credit Profile .

Corporate credit rating BB+/Stable
Estimated gross EV at default $8.2 bil.
Year of default 2014

Outstanding principal at default Expected recovery
Facility/lssue {mil. §) lIssue rating Recovery rating (%) Maturity
Unsecured debt
Term Loan Credit Facility 1,225 BB+ 3 50-70 2014
Revolving Capital Expenditure Credit 1,000 BB+ 3 50-70 2014
Facility

Capital structure

Puget Energy Inc. (Puget) is the holding company of electric utility Puget Sound Energy Inc. (PSE), an integrated
 electric utility company based in the State of Washington. The utility company is the sole asset owned by Puget, and
the term loan and credit facility are secured by the stock of PSE.

Security and guarantee package

The security collateral package of the term loan and credit facility consists primarily of the equity interests in PSE.
These liabilities are secured by the stock of PSE. Standard & Poor's Ratings Services views this package as weaker
than an outright pledge of the physical assets.

Documentation/covenants

The covenants include limitations on the distribution test and mandatory redemption of the bonds on certain events.
The company is required to maintain predetermined levels of maximum leverage, funds from operations interest
coverage, and debt service coverage.

Issuer Credit Rating Rationale

The 'BB+' corporate credit rating on Puget primarily reflects the "excellent" business risk profile and "aggressive"”
financial risk profile of its steady integrated electric and gas utility operations at 'BBB' rated PSE, consolidated
financial measures that are weaker than PSE's due to additional debt leverage at the holding company, and the
disadvantage of insulating provisions pledged at the utility operating company that may limit dividends. We view all

Standard & Poor’s | Research | February 24, 2011 2
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Recovery Report: Puget Energy Inc.'s Recovery Rating Profile

holding company financial obligations as disadvantaged relative to operating company debts and credit facilities.
However, the relationship between these entities and a lack of other operating units constrains the degree of
differentiation between the two credit ratings.

For more information, see our report published Feb. 24, 2011, on RatingsDirect on the Global Credit Portal.

Recovery Analysis

Our default and recovery analysis for utility holding company Puget draws on the methodology established to
evaluate recovery for regulated utilities (as discussed more fully in the "Regulated utility recovery methodology"”
section of this report). Our analysis also incorporates Puget's reliance on cash distributions from utility subsidiary
PSE to meet its debt servicing requirements and the structurally junior position of Puget's debt to claims at the utility
level. The proposed loans are not secured by any hard assets, but have an indirect priority claim to the equity value
of the utility through the pledge of the subsidiary stock.

Standard & Poor's recovery analysis is based on a simulated default for Puget with its current capital structure, and
is subject to reevaluation if Puget's capital structure changes. We also note that changes in the debt structure at PSE
could lead to a reevaluation of the Puget recovery ratings. At the point of default, we assume that all of Puget's
committed credit facilities are fully drawn and have six months' interest outstanding,

Simulated default scenario

Under our simulated default scenario, we assume that financial stress at Puget Sound Energy restricts its ability to
distribute cash to its parent company, thus causing Puget Energy to default on its loans. Based on the general credit
risk profile of utilities, we believe that the financial stress at PSE is most likely to result from:

e Rapidly rising input prices for fuels such as natural gas and purchased power to meet load obligations; and
* Frozen customer rates and the inability to receive authority to implement price increases on a timely basis.

We note that a default by Puget would not need to result from, or cause, a default at the utility level. However, we
belicve that a default by Puget is only likely to happen if its equity investment in PSE is insufficient to fully cover the
debt at Puget. In this case, Puget's equity owner would be discouraged from injecting additional capital into an
investment that was already technically insolvent, and would not be able to sell its investment to pay off its debt.

Valuation
We believe that if Puget were to default, the customer base at PSE would remain intact and that its assets and
services would remain valuable. As a result, the recovery potential for Puget's creditors would depend on the value

of its equity interest in PSE, its only material asset. To determine the value available to secured creditors of Puget,
we make the following assumptions:

* The enterprise value of PSE is equal to the net value of its property, plant, and equipment, $8.2 billion.

¢ Amount available is then reduced by 3% to $7.9 billion to account for administrative bankruptcy claims
associated with restructuring.

e Equity value available to Puget is approximately $1.4 billion after accounting for structurally senior claims by the
creditors of PSE, including the maximum allowable amount of first mortgage bonds, the full amount of its credit
lines, and its junior subordinated notes.

e Bank facilities at Puget are fully drawn, with approximately six months of interest accrued but unpaid at the

www.standardandpoors.com 3
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Recovery Report: Puget Energy Inc.'s Recovery Rating Profile

point of default.

Outcome

The remaining value available of about $1.4 billion leaves Puget's secured lenders with meaningful (50%-70%)
recovery in the event of payment default.

Standard & Poor’s | Research | February 24, 2011 4
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INVESTORS SERVICE
Rating Action: Moody's Upgrades Puget Energy and Puget Sound Energy; Outlook Stable

Global Credit Research - 16 Mar 2011

New York, March 16, 2011 — Moody's Investors Service has today upgraded all long-term ratings of Puget Energy, Inc. (PE), including the long-
term ratings of its core regulated electric and gas operating subsidiary, Puget Sound Energy, Inc (PSE) one notch. At the same time we have
upgraded PSE short-term commercial paper raling to P-2 from P-3. The oullook is stable,

Ratings upgraded include:

Puget Energy

Issuer Raling - to Ba1 from Ba2

Senior secured bank facility — to Ba1 from Ba2
Senior Secured — to Ba1 from Ba2

Puget Sound Energy

Issuer rating - to Baa2 from Baa3

Senior unsecured bank facility — to Baa?2 from Baa3
Senior Unsecured Shelf - to (P) Baa2 from (P) Baa3
Senior Secured — 1o A3 from Baat

First Mortgage Bands — to A3 from Baa1
Subordinated - to Baa3 from Ba1

Short-term commercial paper — to P-2 from P-3

RATINGS RATIONALE

Today's rating action is reflective of a number of considerations including the relative stability in operations observed following the company's
purchase by a consortium of investors in February 2009, as well as the progress being made to extend the maturity profile of the debt at the PE
level that was used to help finance the acquisition. Prospectively, we believe the utility's capital spending will peak in 2011 resulting in a higher
level of retained cash flow in 2012. Additionally, we expect PSE will seek autharization from the Washington Utilities and Transporlation
Caommission for rate increases at both the electric and gas businesses sometime in 2011 (effective 2012), praviding an apportunity for stronger
posilioning at its current rating category.

The Baa2 (senior unsecured) ratings for PSE, reflect the relatively low risk utility operations, collaborative regulatory relationships and recent
credit supportive rate case outcomes, efficient handling of electric and gas supply needs, acceptable credit metrics for the rating category, and
continued access 1o its own committed bank credit facilities plus indirect access to the parent's committed capital expenditure facility to
supplement internal cash flow.

At Ba1 (senior unsecured) for PE following today’s rating action, a two notch differential remains between the rating of PSE and its parent. The
difference takes into account the structural subordination of PE debt to that of its primary cash flow provider, PSE, but also considers the
relative size of the debt (25% of consolidated debt) resulting in weaker credit metrics, and the relatively strong ring-fencing at PSE. The higher
leverage at the parent is clearly observed when viewing certain year-end 2010 credit metrics. For example, cash from operations (pre wic) to
debt at PSE was 17% and 10% at PE; however, both metrics are in line with their respective raling categories.

Despite the expected negalive free cash flow in 2011, we believe liquidity at bath entities is good. This is based on the existing $1.0 billion
committed credit line at PE (approximately $435 million drawn) and the combined $1.15 billion of credit lines at PSE (approximately $507 million
drawn). We expect that the company will seek to term-out some of these borrowings in 2011. As noted above, we have also upgraded the
short-term rating to P-2. PSE's commercial paper program is backstopped by a committed $400 million senior unsecured working capital
facility that expires January 1, 2014. It has same-day drawing availability and no material adverse event language for ongoing drawdowns.

The rating outlook is stable given that the current credit metrics for bath PE and PSE are well placed in the "Ba" and "Baa" categories,
respectively. As such, further credit metric strengthening would be necessary for any further positive rating action. However, the stable outlook
also incorparates a view that the company will be able to successfully refinance the sizable 2014 acquisition-debt maturity at PE, and skillfully
carry out its expected rate cases and capital pragram over the next 18 months.

The principal methodology used in this rating was Regulated Electric and Gas Utilities published in August 2009.

Headquartered in Bellevue, Washington, Puget Energy, Inc., is an electric ulility holding company that operates through its principal operating
subsidiary Puget Sound Energy, Inc. PE reported LTM revenue and balance sheet debt of $3.1 billion and $4.9 billion, respectively, at December
31, 2010.

REGULATORY DISCLOSURES

Information sources used to prepare the credit rating are the following: parties involved in the ralings, parties not involved in the ratings, public
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information, confidential and proprietary Moody’s Investors Service information, and confidential and proprietary Moody’s Analytics information.

Moody's Investors Service considers the quality of Information available on the issuer or obligation satisfactory for the purposes of maintaining a
credit rating.

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
Moody's considers to be reliable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in
every instance independently verify or validate information received in the rating process.

Please see rafings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.

The date on which some Credit Ratings were first released goes back to a time before Moady’s Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody’s Investors Service provides a date that it believes is the most reliable
and accurale based on the information that is available to it. Please see the ratings disclosure page on our website www.moodys.com for
further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information on the meaning of
each rating category and the definition of default and recovery.

New York

James O"Shaughnessy

Analyst

Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York

William L. Hess

MD - Utilities

Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Moody’s Investors Service

250 Greenwich Street

New York, NY 10007

USA

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Mooby’s
INVESTORS SERVICE

© 2011 Moody's Investors Service, Inc. andlor its licensors and affiliates {collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY QF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical ervor as wall as other factors, however, all information
contained herein is provided "AS IS” without warranty of any kind. MOODY'S adapts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process. Under no
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circumstances shall MOODY'S have any liability to any person or entily for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error (negligent or otherwise) or olher circumstance or contingency within
or autside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such infarmation. The ratings, financial reporling analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be construed salely
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORMOR
MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corparation ("MCQ"), hereby discloses that mast

. Issuers of debt securities (including corporate and municipal bands, debentures, notes and commercial paper) and
preferred stack rated by MIS have, prior to assignment of any rating, agreed to pay to MiS for appraisal and rating
services rendered by it fees ranging from $1,500 ta approximately $2,500,000. MCO and MS also maintain policies
and procedures to address the independence of MiS's ratings and raling processes. Information regarding certain
affiliations that may exist between directors of MCO and rated enlities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of mare than 5%, is posted annually at

www.moodys.cam under the heading “Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing fo access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly

disseminate this document or its contents 1o "retail clients” within the meaning of section 761G of the Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MIKK™)
are MUKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like
securities. In such a case, “MIS” in the foregaing statements shall be deemed to be replaced with “MUKK". MJIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is whally owned by Moady's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinian as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available to retail investors. It would be dangerous for retail investors to

make any investment decision based on this credit rating. If in doubt you should contact your financial or other
professional adviser, :
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Credit Opinion: Puget Sound Energy, Inc.

Global Credit Research - 17 Mar 2011

Bellevue, Washington, United States

Category Moody's Rating
Outlook Stable
Issuer Rating Baa2
First Mortgage Bonds A3
Senior Secured A3
Sr Unsec Bank Credit Facility Baa2
Senior Unsecured Shelf (P)Baa2
Commercial Paper P-2
Parent: Puget Energy, Inc.

Outlook Stable
lssuer Rating Ba1
Sr Sec Bank Credit Facility Bat
Senior Secured Ba1l
Puget Sound Energy, Inc. (Old)

Outlook Na Outlook
First Mortgage Bonds Baa1
Bkd Senior Secured A3
Bkd Jr Subordinate Baal
Washington Natural Gas Company

QOutlook No Outlook
Bl First Morigage Bonds A3
Analyst Phone
James Q'Shaughnessy/New Yark 212.553.1607
William L. Hess/New York 212.553.3837

Puget Sound Energy, Inc. (The)

31-Dec-2008 31-Dec-2009 31-Dec-2010

Adj CFO (pre wic) / Debt 17.2% 21.8% 16.4%
Adj CFO (pre w/c) + Interest / Interest 4.1x 4.2 3.6x
Adj CFO (pre wic) - Dividends / Debt 13.4% 16.4% 11.5%
Debt / Capitalization - 54.5% 44.4% 47.8%
Adj Net Income / Avg Equity 6.8% 5.7% 6.1%
Common Dividends / Adj Net Income 85.7% 115.9% 96.7%

Note: For definitions of Moody's most common ratio terms please ses the accompanying User's Guide.

Rating Drivers

Sole focus on relatively low risk regulated electric and gas utility operations

Callaborative regulatory relationships and credit supportive regulatory practices

Negative free cash flow that creates external financing needs

Ring-fence-like mechanisms afford protection fram risk of excess dividends 1o the parent

Caorporate Profile
Puget Saund Energy, Inc. (PSE), a subsidiary of Puget Energy, Inc. (PE), is an electric and natural gas utility serving about 1.1 million electric
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and 750,000 natural gas customers in the State of Washington (primarily in the Puget Sound region). In 2010, the company’s electric operations
accounted for 67% of revenue and gas 33%.

On February 6, 2009, PE was acquired by Puget Holdings LLC, a consortium of private equity investors led by Macquarie Infrastructure
Partners, and PE became a direct wholly-owned subsidiary of Puget Equico LLC, which is an indirect wholly owned subsidiary of Puget
Holdings. PSE continues to be regulated by the Washington Utilities and Transportation Commission (WUTC) and the Federal Energy
Regulatory Commission,

Recent Events

On March 16, 2011, Moody’s upgraded all long-term ratings of PE and PSE by one notch and assigned a stable outiook. At the same time we
upgraded PSE's short-term rating to P-2 from P-3. The rating action was reflective of a number of cansiderations including the relative stability
in operations observed following the company’s buyout in February 2009, as well as the progress being made to extend the maturity prafile, at
the PE level, of debt that was used to help finance the acquisition. Prospectively, we believe the utility's capital spending will peak in 2011
resulting in a higher level of retained cash flow in 2012. Additionally, we expect the company will seek authorization from the Washington
Commission for rate increases at both the electric and gas businesses sometime in 2011 (effective 2012), providing an opportunity for stronger
positioning at its current raling category.

SUMMARY RATING RATIONALE

PSE's Baa2 senior unsecured rating reflects its relatively low risk utility operations, collaborative regulatory relationships and recent credit
supportive rate case outcomes, efficient handling of electric and gas supply needs, solid credit metrics, and access lo its own committed bank
credit facilities plus indirect access lo the parent’s committed capital expenditure facility to supplement internal cash flow.

PSE's primary near-term challenge includes our expectations for considerable negative free cash flow through 2011 given capital spending
plans. Careful management of its significant power and gas supply contracts will continue 1o be a longer-term rating consideration. PSE's
ratings also take into account the 2009 ownership change. At year-end 2010 the parent reporled $1.5 hillion of debt above PSE (25% of
consolidated debt). PE relies solely on the utility to service those obligations. Although ring-fencing-like mechanisms exist to protect PSE from
undue cash demands by the parent, we believe the Baa2 rating captures the increase in financial risk at the holding company.

DETAILED RATING CONSIDERATIONS
CONSERVATIVE REGULATED UTILITY FOCUS

PSE's electric utility operations include its regulated generation, transmission and distribution operations in the State of Washington. By
customer count, approximately 88% of electric and 92% of PSE's gas customers are residential. Measured by sales, residential customers
accounted far 41% and 51% of electric and gas revenues, respectively. In 2010, PSE's average refail electric cost per residential customer was
10 cents/kWh, a 5.6% increase from the previous year and below the US average; not surprising given the hydro availability.

The company has a conservative utility focus but also some unique attributes. For example, while viewed as a mid-size ulility business, PSE is
short internally-generated power and has extensive supply agreements to meet its tolal load requirements. In 2010, approximately 50% of the
company's energy production was purchased. These large short-term and long-term purchase agreements need to be managed carefully and
as such, liquidity is a heightened area of focus for PSE. Nevertheless, despite a $398 million gross liability position (61% electric / 39% gas)
related to hedging activity at December 31, 2010, the company reported that it was not required to post collateral with counterparties.

Additionally, we note the company elects to classify their hedging activity as fair-value and as such, unrealized non-cash changes in the
derivative positions impact the income statement directly. While this increases the "noise” in eamings we look thraugh the accounting
convention and focus on cash flow which should be unaffected, Long-term, PSE's electric supply strategy focuses on increasing energy
efficiency, while also adding renewable (mostly wind) and natural gas supply sources. These additions are aimed at reducing PSE's
dependence on hydro, which we see as beneficial given past supply costissues due to persistent draught conditions.

COLLABORATIVE REGULATORY RELATIONSHIPS AND CREDIT SUPPORTIVE REGULATORY PRACTICES

As noted above, among the most significant risks that PSE faces are hydro-electric generation variability and the wholesale market prices of
natural gas and power. PSE embraces a collaborative regulatory approach in Washington that has been allowing more reasonable rate
increases and providing risk-mitigating cost-recovery mechanisms (i.e., the power cost adjustment (PCA) and purchased gas adjustment
(PGA) mechanisms). In our view the PCAand PGA are critical underpinnings of the rating given the potential variability in power supply and
natural gas costs,

The regulatory framework in Washington also allows for pawer cost only rate cases (PCORC). APCORC allows PSE to revise electric rates
after an expedited 5-month review of the company's power costs and new resources, instead of filing a traditional general rate case, which
entails a comprehensive 11-month review of all utility costs. PSE’s use of the PCORC process has helped minimize regulatory lag.

In its most recent electric rate case, the company was aulhorized a $74 million, or 3,7%, rate increase in April 2010 (74% of requested amount,
48% equity, and 10.1% ROE). On the gas side, the company recently received an appproval to settle with the WUTC for authorization 1o
implement a $19 million, or 1.8%, rate increase.

Although we focus on cash flow, one area of concern has been the under-earning of ROE relative to authorized levels. For example, from 2008-
2010 the average achieved ROE was 6.2% (Moody’s calculation), well below the recent authorized level. Going forward we expect the company
will seek additional rate increases for both gas and electric operations in mid-2011, providing at least the opportunity to achieve its allowed ROE
through revenue growth. We note the most recent electric rate case in 2010 used a 2008 test year and authorized a 46% equity component,
below the actual 48% reported by the company. We believe these two items, in part, explain some of the under-earning of ROE noted above.

WHAT IS PSE SPENDING CAPITAL ON?

Combining maintenance and growth capex, PSE could spend close to $2.5 billion over the next three years to support supply and delivery
infrastructure needs. This is relative to cash from operations of $1.8 billion from 2008-2010. Although the future amaunts remain subject to
review and may change based on economic, regulatory, and other factors, we still expect the trend of higher than historical average capital
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expenditures to continue for a few more years, Accordingly, we expect periadic rate cases for PSE to minimize the effects of regulatory lag
given the use of historical test years under Washington's regulatory practice. Notable projects include:

- Completion of the first phase of the Lower Snake River Wind Project. Originally a five-phase project (250 megawatts each), the plan is now
revised with phase one being increased to 343MW's and the deferral of the following phases to future periods. The company expects that
Treasury grants will help reduce the cost of the new generation and this was a cansideration in the revised capex strategy. Target completion
dale is 2012 and total project cost is appraximately $840 million.

- Snoqualmie Falls Redevelopment - Scope of project includes the re-licensing of this existing asset and upgrade MW capacity. The $240
million project has a 2013 target complefion date.

- Baker River Redevelopment - Increasing hydro-electric capacity at an existing asset from 170MW to 200MW. Target completion is 2014 and
cost is $250 million.

The anticipated financing for the capex program is likely to be met from a combination of internal cash flow and utility issued debt, while
targeting a capital struclure that includes common equity equal to the level that regulalors use in setting rates. PSE has committed to keep a
minimum comman equity of 44% as calculated by the state regulatars, unless the WUTC establishes some lower level as the basis for setiing
rates.

The Investor consortium has now owned PSE for two years and has generally aperated the company with no change of stralegy from what was
contemplated at the time of the acquisition. However, we note the ownership group has contributed no "new” equity since the initial acquisition.
We expect that going forward managing the dividend will be a tool to adjust equity rather than new contributions. However, given the large size
of the current capital investment program new equily would be viewed as credit supportive. Conversely, large dividend payments at the PSE or
PE level would be viewed negatively.

KEY FINANCIAL METRICS IN LINE WITH EXPECTATIONS

PSE'’s results in 2010 generated CFO (pre-w/c) plus interest to interest and CFO (pre-w/c) to debt of 3.6x and 16.4%, respectively. These
results compare well to the mid-range of the "Baa" category for utilities of 2.7-4.5x and 13-22%, for the same metrics. They are also slightly
below the 3-year average on both measures as this was partly attributable o weather-related weakness in the early part of 2010 (2010 electric

usage was down 4.4% and gas 9%) but also as 2009 results were positively impacted by movements in deferred taxes that positively impacted
cash flow.

At the parent lavel PE's results were alsa in line with expectations and the rating categary. For example, CFO (pre wic) to debt was 10%,
approximate to the mid-point of the 5-13% range for the "Ba" categary. We note as well that in addition ta Moody's standard adjustments
(pension, lease, and capilalized interest) we make an additional adjustment in the case of PE to remave the effect of re-classified derivative
contracts at the time of acquisition.

PSE should have ample flexibility to comply with key financial covenants in its bank revalvers and regulatory mandates that govern its dividend
distributions to the parent. The regulatory protections have become an increasingly important aspect of the analysis of PSE as substantial debt
was introduced above the operaling company for the first time when the ownership change occurred.\

Key among the ring-fence-like mechanisms established when the WUTC approved the change in ownership are: a required "golden share” vote
to address concern about potential substantive consolidation.of PSE in any parent bankruptey and any voluntary filing by PSE; minimum
required levels of PSE common equity to be maintained and limits on PSE and parent distributions under certain circumstances.

Liquidity

To supplement intemnal cash flow, PSE relies on three five-year committed credit faciliies aggregating $1.150 billion (i.e. $400 million to support
warking capital and act as backup to the commercial paper program, $350 million to support its energy hedging program, and $400 million to
provide another source of funding for utility capex), all of which expire in February 2014. Puget Energy’s $1.0 billion committed capex facility is
available through February 2014 to support the planned utility investments as well. As of December 31, 2010 there was $742 million of unused
capacity under the parent's capex facility. All PSE facilities have (4) day borrowing notice requirement with same day borrowing ability in an
amount up to $50 million and no material adverse event language for ongoing drawdowns. Although PSE's liquidity should remain sufficient to

meet its shart-term working capital needs, iquidity willlikely be stretched as external borrowings are made to fund anticipated negative free
cash flow due to the large capex program.

The quality of the alternate liquidity provided by PSE's bank facilities benefils from nat having any ongoing material adverse change clause or
any onerous financial cavenant requirements (i.e. fairly low cash flow coverage tests as defined, which replace the former maximum allowed

debt covenant in the prior facilities). We expect that PSE shauld maintain adequate headroom against the covenants given expected financial
performance.

Rating Outlook

PSE's rating outlook is stable, and reflects our view that the ulility can sustain its current financial performance.
What Could Change the Rating - Up

Positive pressure could develop if PSE achieves stronger financial results, while coping with the challenges of executing a large capital
program and helping service the parent's standalone debt. In particular, producing CFO (pre-w/c) plus interest to interest and CFO {pre-wi/c) to
debt above 4x and 20%, respectively, on a sustainable basis could overcome the existing constraints in the rating and provide impetus for
positive rating action. This improvement would also need to be accompanied by improvement at PE such that CFO (pre wic) / debt reached the
low teens.

What Could Change the Rating - Down

Adding more debt abave PSE that creates undue pressure for higher dividends could lead ta a downgrade, especially if there are any
unexpected changes that weaken the ring-fencing like measures established by the WUTC. Moreover, shortfalls in PSE's performance that
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reduce CFO (pre-wic) plus interest to interest and CFO (pre-w/c) to debt below 3.5x and the mid teens, respectively, for an extended period of
time, could lead to a downgrade.

Rating Factors:

Puget Sound Energy, Inc.

iliti Dec-31- Moody's 12-18
Regulated Electric and Gas Utilities [1][2] 2010 itk Forward
View As of March
16, 2011*

Factor 1: Regulatory Framework (25%) Measure(Score Measure [score
a) Regulatory framework Baa Baa
Factor 2: Ability to Recover Cost and Earn Returns

(25%)
a) Ability to recover Cost and Eamn Returns Baa Baa
Factor 3: Diversification (10%)
a) Market Position Baa Baa
b) Generation and Fuel Diversity Ba Ba
Factor 4: Financial Strength, Liquidity, & Metrics

(40%)
a) Liquidity Baa Baa
b) CFO (pre wic) + Interest / Interest 3.6% | Baa 2.7 -45X Baa
c} CFO (pre wic) { Debt 0.2x Baa 13-22% Baa
d) CFO (pre wi/c) - Dividends / Debt | 11.5% | Baa 9-17% Baa
e) Debt / Capitalization 47.8% | Baa 45 - 55% Baa
Rating:
Indicated Rating from Grid Baa2 Baa2
Actual Rating Assigned Baa3 Baa3

* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE
VIEW
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES -
NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DNMESTITURES

[1] Al ratios are calculated using Moody's Standard Adjustments. (2] As of 12/31/2010; Source: Moody’s Financial Metrics
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the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, employees ar agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ralings, financial reporting analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be construed salely
as, statements of opinion and not statements of fact or recommendalions 1o purchase, sell or hold any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORM OR
MANNER WHATSOEVER.

M, a wholly-owned credit rating agency subsidiary of Moady's Corporation ("MCQ"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services, rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures fo address the independence of MiS's ratings and rafing processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Palicy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody’s Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
anly to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the enlity you represent will directly or indirectly
disseminate this document or its contents to "retail clients” within the meaning of section 761G of the Corporations
Act 2001.

Natwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. (“MIKK")
are MUKK's current opinions of the relalive future credit risk of entities, credit commitments, or debt or debt-like
securilies. In such a case, “MIS" In the foregoing statements shall be deemed to be replaced with “MIKK". MUKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available ta retail inveslors. It would be dangerous for retail investors to
make any invesiment decision based on this credit rating. If in doubt you should contact your financial or other
professional adviser.



Exhibit No, (TAD-9A)
Page 29 of 46

TANDARD
&POOR’S

Summary:

Puget Energy Inc.

Primary Credit Analyst:
Tony Bettinelli, San Francisco {1) 415-371-5067; antonio_bettinelli@standardandpoors.com

Secondary Contact:
Anne Seiting, San Francisco (1} 415-371-5009; anne_selting@standardandpoors.com

Table Of Contents

Rationale

Outlook

wwuw .standardandpoors.com 1
© Standard & Poor's. All rights reserved. No reprint or dissemination without Standard & Poor's permission. 887841 | 300642092

See Terms of Use/Disclaimer on the last page.




Exhibit No. (TAD-9A)
Page 30 of 46

Energy Inc.

ing: BB:/Stable/~

Rationale

The 'BB+' corporate credit rating on Puget Energy Inc. (Puget) primarily reflects the excellent business risk profile
and aggressive financial risk profile of its steady integrated electric and gas utility operations at 'BBB' rated Puget
Sound Energy Inc. (PSE), consolidated financial measures that are weaker than PSE's due to additional debt leverage
at the holding company, and the disadvantage of insulating provisions pledged at the utility operating company that
may limit dividends. Standard & Poor's Ratings Services views all holding company financial obligations as being
disadvantaged relative to operating company debts and credit facilities. However, the relationship between these
entities and a lack of other operating units constrains the degree of differentiation between the two credit ratings.

We view the package of regulatory commitments entered into during the merger settlement as providing a degree of
insulation to the utility. The package includes the placement of independent directors on the utility's board of
directors and dividend restrictions based on a 44% minimum equity level, a 3x EBITDA interest coverage test, and
investment-grade ratings on PSE. Despite these minimums related to settlement commitments, a downgrade could
occur if the company does not manage the financial profile in a manner that supports investment-grade credit
metrics on a consolidated basis.

The business risk profile of Puget is excellent, primarily reflecting PSE's combined electric and gas utility business
focused in the Puget Sound region of Washington State. PSE is subject to regulation by the Washington Utilities and
Transportation Commission. The company's management of its regulatory relationships in Washington is a key
driver of credit quality, especially in light of PSE's relatively high capital needs and commodity price exposure. PSE's
cost recovery mechanisms support credit quality. PSE passes all increases and decreases in the cost of natural gas
supply on to customers through the purchased gas adjustment mechanism. The company also has flexibility in
implementing rate changes through its power cost adjustment (PCA) mechanism, but the threshold it must meet to
true up undercollected rates is high, and deferred costs are not 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 not trigger a rate increase until 2 minimum deferral balance is reached. PSE is
also able to update rates for changes in power costs by filing a power-cost-only rate case (PCORC), which gives it
the flexibility to file for changes in variable and fixed costs whenever it projects a deferral balance of $30 million or
more. The PCORC functions as a mini-rate case that takes about five months, and is especially useful for new plant
additions or contracts. The use of this mechanism, combined with frequent general rate case filings, has allowed the
company to keep deferral balances low and better match actual costs with cash collected.

Puget's consolidated financial risk profile is aggressive under Standard & Poor's corporate risk matrix. Consolidated
adjusted funds from operations (FFO) to total debt was 12.3%, excluding reclassified derivative contracts, for the
12 months ended June 30, 2011, bolstered by cooler weather and higher rates at the utility. Adjusted debt to debt
and equity - including debt adjustments for operating leases, purchased power, and hybrid equity -- was 60% as of
June 30, 2011. A weakening of the financial profile at PSE could restrict its dividends to Puget, pursuant to the
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company's commitments approved by state regulators, or limit the availability of credit facilities due to financial
covenants. We expect adjusted FFO to total debt to average no less 12%, and we expect no further elevation in debt
leverage, beyond 60%, for Puget to retain the current ratings.

Capital requirements are very high at PSE, with infrastructure replacement, renewable portfolio standards, and other
new resource requirements driving planned capital expenditures of $1.053 billion in 2011 and $737 million in 2012,
We anticipate ongoing periodic external financing at Puget and PSE to supplement the gap between internal cash
and capital expenditures, to maintain a stable capital structure. PSE needs to carefully manage capital plans,
expenses, and dividends to avoid excessive debt usage to maintain the financial profile through the current period of
heavy capital spending,.

Liquidity

Puget consolidated liquidity is strong under our corporate liquidity methodology, which categorizes liquidity under
five standard descriptors. Projected sources of liquidity (mainly operating cash flow and available bank lines) exceed
projected uses (mainly necessary capital expenditures, debt maturities, and common dividends) by more than 2x for
the upcoming 12 months.

PSE has three committed unsecured revolving credit facilities that provide, in aggregate, $1.15 billion in short-term
borrowing capability. These facilities include a $400 million credit agreement for working capital needs, a $400
million credit facility for funding capital expenditures, and a $350 million facility to support other working capital
and energy hedging activities. As of June 30, 2011, PSE had only a $12.5 million letter of credit on the working

capital facility, and nothing drawn or outstanding under the capital expenditure facility or the hedging facility.
These facilities mature February 2014.

Effective with the close of the merger, Puget had a $1.225 billion five-year term loan. In June, Puget issued $500
million of senior secured notes due 2021, using the proceeds to repay a portion of the term loan. Prior to this, Puget
issued $450 million due 2020 to refinance term loan balances. Only $298 million remains outstanding. Puget also
uses a $1 billion credit facility for funding capital expenditures at PSE. As of June 30, 2011, $258 million was
outstanding under the capital expenditure facility. The outstanding term loan balance and the capital expenditure
facility mature February 2014, Puget's credit agreement contains financial covenants that can limit its availability.

Recovery analysis
Puget's term loans are not notched from our 'BB+' issuer credit rating on the company, based on our
speculative-grade recovery criteria and our expectation of meaningful (50% to 70%) recovery. (For the complete

recovery analysis, please refer to our recovery report published Feb. 24, 2011, on RatingsDirect on the Global
Credit Portal.)

Outlook

The stable outlook on the Puget ratings reflects our expectation that the company will be able to refinance term
loans and credit facilities well in advance of the 2014 expiration and that Puget will prudently manage financial
risks such that consolidated credit metrics remain within our aggressive financial category on a consolidated basis,
including consolidated adjusted FFO to debt of more than 12% and adjusted debt to debt and equity of no more
than 60%. The stable outlook also reflects reasonable and timely rate relief related to resource additions and
changes in power costs at PSE, as well as our expectation that PSE will internally fund significant capital
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expenditures. We could lower the rating if Puget increases adjusted debt leverage to more than 60% due to excessive
debt financing, if PSE is unable to fully recover investment costs due to cost disallowances, or if the ownership
consortium collects larger dividends that directly result in weaker consolidated credit metrics, including adjusted
leverage of more than 60%. We could raise the rating if Puget is able to sustain significantly higher credit metrics on
a consolidated basis, specifically adjusted FFO to debt of more than 15%. However, positive ratings momentum is
unlikely at this time.
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Summary:

Puget Sound Energy Inc.
CreditRating:  BOB/Stabie/A2

Rationale

The 'BBB' corporate credit rating on Puget Sound Energy Inc. (PSE) primarily reflects the excellent business risk
profile and aggressive financial risk profile of its steady integrated electric and gas utility operations. Parent Puget
Energy Inc. (Puget) is rated two notches below the utility at 'BB+', reflecting consolidated financial measures that are
weaker than PSE's due to additional debt leverage, and the disadvantage of insulating provisions pledged at the
utility operating company that may limit dividends. Standard & Poor's Ratings Services views all the financial
obligations of Puget as being disadvantaged relative to PSE debts and credit facilities. However, the relationship
between these entities and a lack of other operating units constrains the degree of differentiation between the two
credit ratings.

We view the package of regulatory commitments entered into during the merger settlement as providing a degree of
insulation to PSE. The package includes the placement of independent directors on the utility's board of directors
and dividend restrictions based on a 44% minimum equity level, a 3x EBITDA interest coverage test, and
investment-grade ratings on PSE. Despite these minimums related to settlement commitments, a downgrade could
occur if Puget does not manage the financial profile in a manner that supports investment-grade credit metrics on a
consolidated basis.

The business risk profile of PSE is excellent, reflecting combined electric and gas utility operations focused in the
Puget Sound region of Washington State. PSE is subject to regulation by the Washington Utilities and
Transportation Commission. The company's management of its regulatory relationships in Washington is a key
driver of credit quality, especially in light of PSE's relatively high capital needs and commodity price exposure. PSE's
cost recovery mechanisms support credit quality. PSE passes all increases and decreases in the cost of natural gas
supply on to customers through the purchased gas adjustment mechanism. The company also has flexibility in
implementing rate changes through its power cost adjustment (PCA) mechanism, but the threshold it must meet to
true up undercollected rates is high, and deferred costs are not 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 not trigger a rate increase until a minimum deferral balance is reached. PSE is
also able to update rates for changes in power costs by filing a power-cost-only rate case (PCORC), which gives it
the flexibility to file for changes in variable and fixed costs whenever it projects a deferral balance of $30 million or
more. The PCORC functions as a mini-rate case that takes about five months, and is especially useful for new plant
additions or contracts. The use of this mechanism, combined with frequent general rate case filings, has allowed the
company to keep deferral balances low and better match actual costs with cash collected.

PSE's consolidated financial risk profile is aggressive under Standard & Poor's corporate risk matrix. Consolidated
adjusted funds from operations (FFO) to total debt was 12.3%, excluding reclassified derivative contracts, for the
12 months ended June 30, 2011, bolstered by cooler weather and higher rates at the utility. Adjusted debt to debt
and equity - including debt adjustments for operating leases, purchased power, and hybrid equity -- was 60% as of
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June 30, 2011. A weakening of the financial profile at PSE could restrict its dividends to Puget, pursuant to the
company's commitments approved by state regulators, or limit the availability of credit facilities due to financial
covenants. We expect adjusted FFO to total debt to average no less 12%, and we expect no further elevation in debt
leverage, beyond 60%, for PSE to retain the current ratings. PSE's adjusted FFO to average total debt was 19.5%
for the 12 months ended June 30, 2011, and adjusted debt to capital was 53%.

Capital requirements are very high at PSE, with infrastructure replacement, renewable portfolio standards, and other
new resource requirements driving planned capital expenditures of $1.053 billion in 2011 and $737 million in 2012.
We anticipate ongoing periodic external financing at Puget and PSE to supplement the gap between internal cash
and capital expenditures, to maintain a stable capital structure. PSE needs to carefully manage capital plans,
expenses, and dividends to avoid excessive debt usage to maintain the financial profile through the current period of
heavy capital spending.

Liquidity

The short-term rating on PSE is 'A-2". Puget and PSE's consolidated liquidity is strong under our corporate liquidity
methodology, which categorizes liquidity under five standard descriptors. Projected sources of liquidity (mainly

operating cash flow and available bank lines) exceed projected uses (mainly necessary capital expenditures, debt
maturities, and common dividends) by more than 2x for the upcoming 12 months.

PSE has three committed unsecured revolving credit facilities that provide, in aggregate, $1.15 billion in short-term
borrowing capability. These facilities include a $400 million credit agreement for working capital needs, a $400
million credit facility for funding capital expenditures, and a $350 million facility to support other working capital
and energy hedging activities. As of June 30, 2011, PSE had only a $12.5 million letter of credit on the working
capital facility, and nothing drawn or outstanding under the capital expenditure facility or the hedging facility.
These facilities mature February 2014,

Effective with the close of the merger, Puget had a $1.225 billion five-year term loan. In June, Puget issued $500
million of senior secured notes due 2021, using the proceeds to repay a portion of the term loan. Prior to this, Puget
issued $450 million due 2020 to refinance term loan balances. Only $298 million remains outstanding. Puget also
uses a $1 billion credit facility for funding capital expenditures at PSE. As of June 30, 2011, $258 million was
outstanding under the capital expenditure facility. The outstanding term loan balance and the capital expenditure
facility mature February 2014. Puget's credit agreement contains financial covenants that can limit its availability.

Recovery analysis

We rate PSE's first mortgage bonds (FMB) 'A-', two notches higher than the issuer credit rating, with a recovery
rating of '1+." We assign recovery ratings to FMBs issued by U.S. utilities, and this can result in issue ratings being
notched above the corporate credit rating (CCR) on a utility, depending on the CCR category and the extent of the
collateral coverage. The investment-grade FMB recovery methodology is based on the ample historical record of
nearly 100% recovery for secured-bond holders in utility bankruptcies and our view that the factors that supported
those recoveries (small size of the creditor class and the durable value of utility rate-based assets during and after a
reorganization, given the essential service provided and the high replacement cost) will persist. Under our notching
criteria, we consider the limitations of FMB issuance under the utility's indenture relative to the value of the
collateral pledged to bondholders, management's stated intentions on future FMB issuance, and the regulatory
limitations on bond issuance when assigning issue ratings to utility FMBs. FMB ratings can exceed a utility CCR by
as much as one notch in the 'A' category, two notches in the 'BBB' category, and three notches in speculative-grade
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categories. (See "Criteria: Changes To Collateral Coverage Requirements For '1+' Recovery Ratings On U.S. Utility
First Mortgage Bonds," published Sept. 6, 2007, on RatingsDirect on the Global Credit Portal.) PSE's collateral

coverage of more than 1.5x supports a recovery rating of '1+' and an issue rating of 'A-', two notches above the
CCR.

Outlook

The stable outlook on the PSE ratings reflects our expectation that the company will be able to refinance term loans
and credit facilities well in advance of the 2014 expiration and that Puget will prudently manage financial risks such
that it maintains consolidated credit metrics that are within our aggressive financial category on a consolidated
basis, including consolidated adjusted FFO to debt of more than 12% and adjusted debt to debt and equity of no
more than 60%. The stable outlook also reflects reasonable and timely rate relief related to resource additions and
changes in power costs at PSE, as well as our expectation that PSE will internally fund significant capital
expenditures. We could lower the PSE rating if Puget increases consolidated adjusted debt leverage to more than
60% due to excessive debt financing, if PSE's adjusted FFO to debt trends below 16%, if it is unable to fully recover
investment costs due to cost disallowances, or if the ownership consortium collects larger dividends that directly
result in weaker consolidated credit metrics, including adjusted leverage of more than 60%. We could raise the
rating if Puget is able to sustain significantly higher credit metrics on a consolidated basis, specifically adjusted FFO
to debt above 15%. However, positive ratings momentum is unlikely at this time.
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Rating Action: Moedy's assigns Ba2 to Puget Energy’s planned senior secured note issue;
outlook stable

Global Credit Research - 29 Nov 2010
Approximately $4.7 billion of securities affected

New York, Navember 29, 2010 ~ Moody’s Investors Service assigned a Ba2 raling to a planned issue of senior secured notes by Puget Energy,
Inc. and affirmed all of the company's other existing ratings, including its Ba2 Term Loans, as well as its stable rating outlook. Concurrently,
Moody's affirmed all the existing ratings and the stable rating outlook of Puget Energy’s utility subsidiary, Puget Sound Energy, Inc. (PSE),
including ratings as follows: Baa1 senior secured first mortgage bonds, medium-term notes and tax-exem pt debt; Baa3 Issuer Rating; Baa3
bank credit facilities; Ba1 junior subardinated notes; (P) Baa1/(P)Baa3 shelf rating for prospective issuance of senior secured and senior
unsecured debt, respectively; and P-3 shori-term rating for commercial paper.

RATINGS RATIONALE

The rating assignment and affirmations take into account that the planned senior secured notes are, subject to certain exceplions, secured by
substantially all of Puget Energy's assets and equity inferests owned by its unrated parent company, Puget Equico, The collateral cansists
mainly of all of the issued and outstanding stock in Puget Energy's wholly owned aperaling subsidiary, PSE. The same security also applies to
Puget Energy's existing bank debt, which is also rated Ba2. Moady's anticipates that Puget Energy will use the net proceeds from the issuance
of the senior secured notes to repay a portion of its oulstanding bank debl. The Ba2 rating also considers that Puget Energy is fallowing through
on plans to lengthen and diversify its debt maturity profile and that all of Puget Energy’s debt is structurally subordinated to all the existing and
future indebtedness, obligations, and other liabilities of PSE.

"The Ba2 rating reflects a wider than typical notching from the PSE Baa3 senior unsecured raling due to the significant financial risks that exist
since almost $1.5 billion of standalone debt resides above PSE following the February 2009 ownership change and we anticipate that this
amount will increase"” said Kevin Rose, Maody's lead analyst for Puget Energy. "The wider notching also incorparates the ring-fence
mechanisms in place fo protect investors at the PSE level, which could potentially limit the upstream of distributions to service the standalone
parent debt” Rose added.

The ratings for Puget Energy and PSE incorporate the relatively low risk utility operations of PSE, whase business profile is characterized by
generally collaberative regulatary relationships and reasonably credit supporlive rate case outcomes, efficient handling of growing electric and
gas supply needs, solid credit mefrics under Moody's Rating Methodology for Regulated Electric and Gas Utilities published in August 2009, and
ample access to committed bank credit facilities to supplement internal cash flow. Praspectively, we currently see Puget Energy as reasonably
well positioned at Ba2, assuming continuation of credit Supportive regulatory decisions in the pending and periodic future rate case proceedings
that wa expect for PSE given a very large multi-year capital program over the next few years, albeit reduced from earlier levels planned due to
the effects of the economy and changes to the company’s proposed resource plans. The ralings capture the increase in financial risk we see as
Puget Energy is expected ta continue to suppart PSE's funding needs primarily with draws under the holding company’s committed $1.0 billion
capital expenditure facility, thereby considerably weakening key credit metrics from stronger levels noted at September 30, 2010, which are
largely due to accounting canventions related to the ownership change in February 2009, Despite the sizabls standalone parent debt that
increases dependence an PSE to service those abligations, we currently believe that PSE will have sufficient flexibility to comply with key
financial covenants in its bank revolvers and regulatory mandates that govern its dividend distributions to the parent. Moreover, there are firancial
covenants that preclude Puget Energy’s payment of distributions to private equity investors under certain circumstances, which afford some
addilional protection far debt holders at the parent level.

The stable rating outlooks for Puget Energy and PSE reflect our view that PSE can sustain its recent financial performance under its private
equity ownership structure, which is paramaunt given the significant amount of structurally subordinated standalone debt at the parent. Our
expectations assume that sufficiently conservative financing strategles are maintained and that PSE continues to receive supportive decisions
from the Washington Utiities and Transportation Commissian (WUTC) in the pending and periadic rate cases expected in the future. Under this
scenario, PSE should have ample flexibility to pay dividends to Puget Energy in support of meeling the parent's debt obligations.

An upgrade in the near term is unlikely given the significant standalone debt that currently exists at Puget Energy which is expected to increase
aver lhe next several years. Puget Energy and PSE could be upgrade candidates in the medium term if stronger than anticipated consolidated
financial results are achieved, while PSE copes with the challenges of executing a large capital program and helping service the parent's
standalone debt. In particular, if Puget Energy can produce consolidated GFO Pre-W/C plus interest ta interest and consolidated CFQ Pre-W/C
to debt closer to 3x and the low-to-mid-teens, respectively, on a sustainable basis excluding the effects of accounting conventions related to the
ownership change, then a positive raling action could occur. As for PSE, producing CFO Pre-W/C plus interest to interest and CFO Pre-W/C to
debt closer to the mid-4x and 23%, respectively, on a sustainable basis could overcome the existing constraints in the rating and provide
impetus for positive rating action. i

Adding more standalone debl at Puget Energy than currently expecled that creates undue pressure for higher utility dividends could lead to a
downgrade at both companies, especially If there is any unexpected decline in the WUTC's supparliveness. Mareaver, shartfalls in consolidated
financial performance that reduce Puget Energy's CFO Pre-W/C plus interest to interest and consolidated GFO Pre-W/C to debt well below 2.8x
and 10%, respectively, for an extended period of time, could lead to a downgrade. Adowngrade of PSE's ratings could result from shortfalls in its
performance that reduce CFO Pre-W/C plus interest to interest and CFO Pre-W/C to debt well below 3.0x and the low teens, respectively, for an
extended period of time.

The principal methodology used in this rating was Regulated Electric and Gas Utilities published in August 2009.

Puget Energy, Inc. is a holding company whose sole subsidiary is Puget Sound Energy, Inc., a combination electric and natural gas utility. Both
companies are headquartered in Bellavue, Washington.
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REGULATORY DISCLOSURES

Infarmation sources used to prepare lhe credit rating are the fallowing: parties involved in the ratings, parties not involved in the ratings, public
information, confidential and proprietary Moody's Investars Service information, and confidential and proprietary Moody’s Analytics information.

Moady's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the purposes of assigning a
credit rating.

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
Moody's considers to be reliable including, when appropriats, independent third-party sources. However, Moody's is not an auditor and cannat in
every instance independently verify or validate information received in the rating process.

Please see ratings tab on the issuerfenlity page on Moodys.com for the last raling action and the rating history.

The date on which some Credit Ratings were first released gaes back o a time before Moody’s Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a date that it believes is the most reliable
and accurate based on the information that is available to it. Please see the ralings disclosure page on our website www.maodys.com for further
information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determ ining ratings, further information on the meaning of each
rating category and the definition of default and recovery. :

New Yark

Kevin G. Rose

Vice President - Seniar Analyst
Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York

William L. Hess

MD - Utilities

Infrastructure Finance Group
Moady's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Moody's Investors Service
250 Greenwich Sireet
New York, NY 10007
UsA

Mooby’s
INVESTORS SERVICE

© 2010 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
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SALE,

the information it uses in assigning a credit rating is of sufficient quality and from sources Moody’s considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
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cannol in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOODY'S have any liahility to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or refating to, any errar (negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, emplayees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatary or incidental damages whatsoever
(including without limitatian, lost profits), even if MOODY'S is advised in advance of the passibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projectians,
and ather observations, if any, constituting part of the Information contained herein are, and must be construed solely
as, stalements of opinion and nat statements of fact or recommendations to purchase, sell or hold any securities,
Each user of the infarmation contained herein must make its awn study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORM OR
MANNER WHATSOEVER.

MS, a wholly-owned credit rating agency subs idiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including carporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to ass ignment of any rating, agreed ta pay to MS for appraisal and rating
services rendered by it fees ranging from $1,500 1o approximately $2,500,000, MCO and MIS also maintain policies
and procedures to address the independence of MS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported ta the SEC an ownership interest in MCO of more than 5%, is posted annually at

www.moodys.com under the heading "Shareholder Relations — Carporate Gavemance — Director and Shareholder
Affiliation Palicy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License na. 336969, This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corporalions Act 2001. By continuing to access
this dacument from within Australia, you represent to MOQDY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neilher you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients” within the meaning of section 761G of the Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after Oclober 1, 2010 by Moady's Japan KK. (“MIKK")
are MJKK's current apinions of the relative future credit risk of entities, credit commitments, or debt or debt-Jike
securities. In such a case, “MIS” in the foregoing statements shall be deemed to be replaced with “MIKK™, MJKK is a
whally-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody’s
Overseas Haldings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinian as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any farm of security that is available 1o retail investors. It would be dangerous for retail investors to
make any investment decision based an this credit rating. if in doubt you should contact your financial ar other
professional adviser,
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Credit Opinion: Puget Energy, Inc.

Global Credit Research - 17 Mar 2011

United States '
Réfigs:

Category Moody's Rating
Outlook Stable
Issuer Rating Ba1
Sr Sec Bank Credit Facility Ba1
Senior Secured Ba1
Puget Sound Energy, Inc.

Outlook Stable
lssuer Rating Baa2
First Mortgage Bonds A3
Senior Secured A3
Sr Unsec Bank Credit Facility Baa2
Senior Unsecured Shelf (P)Baa2
Commercial Paper P-2
Puget Sound Energy, Inc. (Old)

Qutlook Na Qutlook
First Mortgage Bonds Baa1
Bkd Senior Secured A3
Bkd Jr Subordinate Baal
Washington Natural Gas Company

QOutlook No Qutlook
Bkd First Mortgage Bonds A3
Analyst Phone
James O'Shaughnessy/New York 212.553.1607
William L. Hess/New York 212.553.3837

Puget Energy, Inc. (The)

31-Dec-2008 31-Dec-2009 31-Dec-2010

Adj CFO (pre wic) / Debt 16.2% 14.4% 10.0%
Adj CFO (pre w/c) + Interest / Interest 3.9x 3.3x 2.5x
Adj CFO (pre wic) - Dividends / Debt 12.9% 11.8% 8.0%
Debt/ Capitalization 56.1% 50.4% 53.4%
Adj Net Income / Common Equity 6.8% 1.2% 2.5%
Cammon Dividends / Adj Net Income 79.8% 356.0% 123.6%

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide,

Opinion 2

Rating Drivers

Parent holding company with ownership of one core subsidiary - sole focus on regulated electric and gas utility operations
Collaborative regulatary relationships and credit supportive regulatory practices

Negative free cash flow creates external financing needs

Ring-fence-like mechanisms protect subsidiary fo the potential detriment of the parent's credit quality; parent also subject to certain dividend
restrictions

Corporate Profile
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Puget Energy, Inc. (PE), is a holding company whose sole business is conducted through its subsidiary, Puget Sound Energy, Inc. (PSE), an
electric and natural gas utility serving about 1.1 million electric and 750,000 natural gas customers in the State of Washington (primarily in the
Puget Sound region). In 2010, the company’s electric operations accounted for 67% of revenue and gas 33%.

On February 6, 2009, PE was acquired by Puget Holdings LLC, a consortium of private equity investors led by Macquarie Infrastructure
Partners, and PE became a direct whally-owned subsidiary of Puget Equico LLC, which is an indirect whally owned subsidiary of Puget
Holdings. PSE continues to be regulaled by the Washington Utilities and Transportation Commission (WUTC) and the Federal Energy
Regulatory Commission.

Recent Events

On March 16, 2011, Moady’s upgraded all long-term ratings of PE and PSE by ane notch and assigned a stable outlook. At the same time we
upgraded PSE's short-term rating to P-2 from P-3. The rating action was reflective of a number of considerations including the relative stability
in operations observed following the company’s buyout in February 2009, as well as the progress being made to extend the maturity profile, at
the PE level, of debt that was used to help finance the acquisition. Prospectively, we believe the ulility's capital spending will peak in 2011
resulling in a higher level of retained cash flow in 2012. Additionally, we expect the company will seek authorization from the Washington
Commission for rate increases at both the electric and gas businesses sometime in 2011 (effective 2012), providing an opportunity for stronger
positioning at its current rating category.

SUMMARY RATING RATIONALE

Underpinning Puget Energy’s rating is the ownership of its operaling subsidiary Puget Sound Energy. PSE's Baa2 senior unsecured rating
reflects its relatively low risk utility operations, collaborative regulatory relationships and recent credit supportive rate case oulcomes, efficient
handling of electric and gas supply needs, solid credit metrics, and access to its own committed bank credit facilities plus indirect access to the
parent's committed capital expenditure facility to supplement internal cash flow. PSE's primary near-term challenge includes our expectations
for considerable negative free cash flow through 2011 given capital spending plans. Careful management of its significant power and gas supply
contracts will conlinue to be a langer-term rating consideration.

At two nolches down from PSE's Baa2, PE's Ba1 senior unsecured issuer raling reflects a wider than typical one-natching down of a corporate
parent due to structural subordination, This is due to our view of the the increased financial risk as almost $1.5 billion of standalone debt now
exists follawing the February 2009 ownership change (approximately 25% of consolidated debt at December 31, 2010 was barrowed at the PE
holding company level). The wider notching also cansiders the weaker consolidated cash flow metrics and the ring-fence-like mechanisms in
place to protect investors at the PSE level, which could potentially limit the upstream of distributions to service the standalone parent debt.

DETAILED RATING CONSIDERATIONS
CONSERVATIVE REGULATED UTILITY FOCUS

PSE's electric utility operations include its regulated generation, transmission and distribution operations in the State of Washington. By
customer count, approximately 88% of electric and 92% of PSE's gas customers are residential. Measured by sales, residential customers
accounted for 41% and §1% of electric and gas revenues, respectively. In 2010, PSE's average relail electric cost per residential customer was
10 cents/kWh, a 5.6% increase from the previous year and below the US average; not surprising given the hydro availability.

The company has a conservative utility focus but also some unique attributes. For example, while viewed as a mid-size utility business, PSE is
short internally-generated power and has extensive supply agreements to meet ils total load reqlirements. In 2010, approximately 50% of the
company’s energy praduction was purchased. These large short-term and long-term purchase agreements need to be managed carefully and
as such, liquidity is a heightened area of focus for PSE, Nevertheless, despite a $398 million gross liability position related to hedging activity
(61% electric / 39% gas) at December 31, 2010, the company reported that it was not required to post collateral with caunterparties.

Additionally, we note the company elects to classify their hedging activity as fair-value and as such, unrealized non-cash changes in the
derivative positions impact the income statement directly. While this increases the "noise” in eamings we look through the accounting
convention and focus on cash flow which should be unaffected. Long-term, PSE's electric supply stralegy focuses on increasing energy
efficiency, while also adding renewable (mostly wind) and natural gas supply sources. These additions reduce PSE's dependence on hydro,
which we see as beneficial given past supply cost issues due to persistent drought conditions.

COLLABORATIVE REGULATORY RELATIONSHIPS AND CREDIT SUPPORTIVE REGULATORY PRACTICES

As noted above, amang the most significant risks that PSE faces are hydra-electric generation variability and the wholesale market prices of
nalural gas and power. PSE embraces a collaborative regulatory approach in Washinglon that has been allowing more reasaonable rate
increases and praviding risk-mitigating cost-recovery mechanisms (i.e., the power cost adjustment (PCA) and purchased gas adjustment
(PGA) mechanisms). In our view the PCAand PGA are critical underpinnings of the rating given the potential variability in power supply and
natural gas.

The regulatary framework in Washington also allows for power cost only rate cases (PCORC). APCORC allows PSE to revise electric rates
after an expedited 5-month review of the company's power casts and new resources, instead of filing a traditional general rate case, which
enlails a comprehensive 11-month review of all utility costs. PSE's use of the PCORC process has helped minimize regulatory lag.

In its most recent electric rate case, the company was authorized a $74 million, or 3.7%, rate increase in April 2010 (74% of requested amount,
48% equity, and 10.1% ROE). On the gas side, the company recently received approval to settle with the WUTC for authorization to implement
a $19 million, or 1.8%, rate increase.

Although we focus on cash flow, one area of concern has been the under-eaming of ROE relative to authorized levels. For exam ple, from 2008-
2010 the average achieved ROE was 6.2% (Moady's calculation), well below the recent authorized level. Going forward we expect the company
will seek additional rate increases for both gas and electric operations in mid-2011, providing at least the opportunity to achieve its allowed ROE
through revenue growth. We note the most recent electric rate case in 2010 used a 2008 test year and authorized a 46% equity component,
below the actual 48% reported by the company. We believe these two items, in part, explain some of the under-eaming of ROE noted above.

The regulatory protections have become an increasingly important aspect of the analysis of PE and PSE given the standalone parent debt that
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has already been introduced. Key among the strong ring-fence-like mechanisms established when the WUTC approved the change in
ownership are: a required "golden share” vole to address concemn about potential substantive consalidation of PSE in any parent bankruptcy
and any voluntary filing by PSE; minimum required levels of PSE common equity to be maintained and limits on PSE and parent distributions
under certain circumstances.

WHAT IS PSE SPENDING CAPITAL ON?

Combining maintenance and growth capex, PSE could spend close to $2.5 billion over the next three years to support supply and defivery
infrastructure needs. This is relalive to cash fram operations from 2008-2010 of $1.8 billion, Although the future amaunts remain subject to
review and may change based on economic, regulatory, and other factors, we still expect the trend of higher than historical average capitat
expenditures to continue for the next 12-24 months. Accordingly, we expect periodic rate cases for PSE to minimize the effects of regulatory lag
given the use of historical test years under Washington's regulatory practice. Notable projects include:

- Completion of the first phase of the Lower Snake River Wind Project. Originally a five-phase project (250 megawatts each), the plan is now
revised with phase cne being increased to 343MW's and the deferral of fallowings phases to future periods. The company expects that
Treasury grants will help reduce the cost of the new generation and this was a consideration in the revised capex sirategy. Target completion
date is 2012 and total project cost is approximately $840 million.

- Snoqualmie Falls Redavelopment - Scope of praject includes the re-licensing of this existing asset and upgraded MW capacity. The $240
million project has a 2013 target completion date.

- Baker River Redevelopment - Increasing hydro-eleciric capacity at an exisling asset from 170MW to 200MW. Target completion is 2014 and
cost is $250 million.

The anticipated financing for the capex program is likely 1o be met from a combination of internal cash flow and utility issued debt, while
targeting a capital structure that includes common equily equal 1o the level that regulators use in setting rates. Given the construction, bonus
depreciation may also provide some near-term cash flow benefit PSE has committed to keep a minimum comman equity of 44% as calculated
by the state regulalors, unless the WUTC establishes some lower level as the basis for setting rates.

The Investor consortium has now owned PSE for two years and has generally operated the company with no change of strategy from what was
contemplated at the time of the acquisition. However, we note the ownership group has cantributed no "new" equity since the initial acquisition.
We expect that going forward managing the dividend will be a tool to adjust equily rather than new cantributions. However, given the large size
of the current capital program new equity would be viewed as credit supportive. Conversely, large dividend payments at the PSE or PE level
would be viewed negatively.

KEY FINANCIAL METRICS IN LINE WITH EXPECTATIONS

PSE's results in 2010 generated CFO (pre-W/C) plus interest to interest and GFO (pre-W/C) to debt of 3.6x and 16.4%, respectively. These
results compare well to the mid-range of the "Baa” category for ulilities of 2.7-4.5x and 13-22%, for the same metrics. They are alsa slightly
below the 3-year average on both measures. This was partly attributable to weather-related weakness in the early part of 2010 (2010 electric

usage was down 4.4% and gas 9%) but also as 2009 results were impacted by movements in deferred taxes that positively impacted cash
flow.

At the parent level, PE's results were also in line with axpectations and the rating category. For example, CFO (pre wic) to debt was 10%,
approximate 1o the mid-point of the 5-13% range for the "Ba" categary. We note as well that in addition ta Moody’s standard adjustments
(pensian, lease, and capitalized interest) we make an additional adjustment in the case of PE 1o remove the effect of “re-classified” derivative
contracts at the time of acquisition.

PSE should have ample flexibility o comply with key financial covenants in its bank revolvers and regulatory mandates that govern its expected
dividend distributions to the parent. The regulatory protections have become an increasingly important aspect of the analysis of PSE as
substantial debt was introduced above the aperating company for the first time when the ownership change occurred.

Liquidity

To supplement intemal cash flow, PSE relies on thres five-year committed credit facilities aggregating $1.150 billion (I.e. $400 million ta support
warking capital and act as commercial paper back-up, $350 million to support its energy hedging program, and $400 million to provide another
saurce of funding for utility capex). The facilities, which expire in February 2014, have a (4) day borrowing notice requirement with same day
barrowing ability in an amount up to $50 million.

Puget Energy’s $1.0 billion committed capex facility is available through February 2014 to support the planned utility investments as well. As of
December 31, 2010, there was $742 million of unused capacity under the parent's capex facility. Aithough PSE's liquidity should remain
sufficient to meet its short-term working capital needs, liquidity will likely be stretched as external barrowings are made to fund anticipated
negative free cash flow due to the large capex program.

The quality of the alternate liquidity provided by PSE's bank faciliies benefits from nat having any ongoing material adverse change (MAC)
clause or any onerous financial covenant requirements (i.e. fairly low cash flaw coverage tests as defined, which replace the former maximum
allowed debt covenant in the prior facilities). We expect that PSE should maintain adequate headroom against the covenants given expected
financial performance and there are no rating triggers in the bank facilities. The Puget Energy bank facility has various financial covenants that
we don't currently expect to pose undue concems; however, the quality of the alternate liquidity pravided by this facility is of weaker quality than

the PSE facilities given the ongoing nature of the MAC clause requirement for each borrowing. Like the PSE facilities, there are no rating
triggers.

Rating Outlook

Puget Energy's rating outlook is stable, reflecting our view that prospective improvement in aperating resulis at PSE could imprave the credit
prafile of PE, absent a dividend policy thatis not consistent with maintaining a near-investment grade capital structure.

What Could Change the Rating - Up
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Given the recent rating action, and capital program at the utility, an upgrade in the near-term is unlikely. However, the ability to report
consolidated CFO (pre wic) plus interest to interest and consolidated CFO (pre wic) to debt above 3.0x, and the mid-teens range, respectively,
on a suslainable basis could provide impetus for positive rating action.

What Could Change the Rating - Down

Any aggressive debt-funded dividends could lead to a downgrade, especially if there is any unexpected decline in the WUTC's supportiveness.
Mareover, shortfalls in consalidated financial performance that reduce consolidated CFO (pre-w/c) plus interest to interest and consolidated
CFO (pre wic) to debt well below 3.0x and 10%, respectively, for an extended period of time, could lead to a downgrade.

Puget Energy, Inc.

: i Dec-31- M s 12-18
Regulated Electric and Gas Utilities [1)(2] e ":r“’t:&f;__
View As of March
16, 2011*

Factor 1: Regulatory Framework (25%) Measure|Score Measure Score
a) Regulatory framework Baa Baa
[actor 2: Ability to Recover Cost and Earn Returns

(25%)

) Ability to recover Cost and Earn Returns Baa Baa
Factor 3: Diversification (10%)
a) Market Position Baa Baa
b) Generation and Fuel Diversity Baa Baa
Factor 4: Financial Strength, Liquidity, & Metrics

(40%)
a) Liquidity Ba Ba
b) CFO (pre w/c) + Interest / Interest 2.5x Ba 1.5-2.7x Ba
r:) CFO (pre w/c) / Debt 10.0% | Ba 5-13% Ba
d) CFO (pre w/c) - Dividends / Debt 8.0% | Ba 0-9% Ba
e) Debt / Capitalization 53.4% | Baa 45 - 55% Baa
Rating:
Indicated Rating from Grid Baa3 Baa3

tual Rating Assigned Ba2 Ba2

* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE
VIEW

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES
NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DNVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2010; Source: Moody's Financial Metrics
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