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PROSPECTUS SUPPLEMENT
(To Prospectus dated March 1, 2002)

$150,000,000
PUGET SOUND ENERGY, INC.

3.363% SENIOR NOTES DUE 2008

Interest payable on June 1 and December 1

Initially, the Senior Noteswill be our senior secured indebtedness and will be secured by a series of our first mortgage bonds issued under our electric utility
mortgage. Upon the occurrence of certain events described in this prospectus supplement under the heading “ DESCRIPTION OF THE SENIOR NOTES —
Security” and in the accompanying prospectus under “ Description of Securities— Senior Notes — Security; Release Date,” the first mortgage bonds securing the
Senior Noteswill be released and the Senior Notes will become our unsecured general obligations and will rank equally with all of our other unsecured and
unsubordinated indebtedness.

We may redeem some or all of the Senior Notes from time to time prior to their maturity at the “ make whole” redemption prices more fully described in this
prospectus supplement and the accompanying prospectus. For a more detailed description of the Senior Notes, see“ DESCRIPTION OF THE SENIOR NOTES®
beginning on page S-3.

INVESTING IN THE SENIOR NOTES INVOLVES RISKS. SEE “FORWARD-LOOKING INFORMATION” WHICH BEGINS ON PAGE S-1.

PRICE 100% AND ACCRUED INTEREST, IF ANY

Underwriting
Discounts and Proceeds to Puget Sound
Priceto Public Commissions Energy, Inc.
Per Senior Note 100% .600% 99.400%
Total $150,000,000 $900,000 $149,100,000

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or determined if this prospectus
supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary isa criminal offense.

The underwriters expect to deliver the Senior Notes to purchasers on or about June 4, 2003.

MORGAN STANLEY
BANC ONE CAPITAL MARKETS, INC.
McDONALD INVESTMENTSINC.

May 28, 2003
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Y ou should rely only on the information contained in this prospectus supplement, the accompanying prospectus, or on the information to which we have referred you.
Neither we nor any underwriter has authorized anyone to provide you with information that is different. This prospectus supplement and the accompanying prospectus

may only be used where it islegal to sell these securities. The information in this prospectus supplement and the accompanying prospectus is accurate only as of the

date on the front cover of the applicable prospectus.



PUGET SOUND ENERGY

Puget Sound Energy, Inc. isapublic utility incorporated in the State of Washington engaged in the generation, transmission, distribution and sale of electric energy and
the purchase, distribution, transportation and sale of natural gas. We are the principal subsidiary of Puget Energy, Inc., an energy services holding company that owns
al of our common stock. Subject to limited exceptions, Puget Energy is exempt from regulation as a public utility holding company pursuant to Section 3(a)(1) of the
Public Utility Holding Company Act of 1935. Puget Energy also owns InfrastruX Group, Inc., a nonregulated holding company for businesses that provide gas and
electric construction and maintenance services to the utility industry.

Puget Sound Energy is the largest electric and gas utility headquartered in Washington State, serving a territory covering approximately 6,000 square miles, principally
in the Puget Sound region. At March 31, 2003, we had approximately 963,700 electric customers, of which approximately 88.2% were residential customers, 11.1%
were commercial customers and 0.7% were industrial, transportation and other customers. At March 31, 2003, we had approximately 628,600 gas customers, of which
approximately 92.1% were residential customers, 7.5% were commercial customers and 0.4% were industrial and transportation customers.

Our executive officeislocated at 411 - 108th Avenue N.E., Bellevue, Washington 98004-5515. Our telephone number is (425) 454-6363.
FORWARD-LOOKING INFORMATION

This prospectus supplement, the documents incorporated by reference into this prospectus supplement and the accompanying prospectus contain “forward-looking
statements” within the meaning of the Private Securities Litigation Reform Act of 1995. This act provides a“ safe harbor” for forward-looking statements to encourage
companies to provide prospective information about themselves so long as they identify these as forward-looking and provide meaningful cautionary language
identifying important factors that could cause actual resultsto differ from the projected results. In some cases, you can identify forward-looking statements by
terminology such as*“anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,” “potential,” “predict,” “should” or “will” or
the negative of such terms or other comparable terminology. Forward-looking statements provide our current expectations or forecasts of future events.

Any or all of our forward-looking statements in this prospectus supplement, the accompanying prospectus, the documents incorporated by reference herein or therein,
and in any other public statements we make may turn out to be wrong. Forward-looking statements reflect our current expectations and are inherently uncertain.
Inaccurate assumptions we might make and known or unknown risks and uncertainties can affect the accuracy of our forward-looking statements. Consequently, no
forward-looking statement can be guaranteed and our actual results may differ materially. Some important factors that could cause actual resultsto differ materialy
from those suggested by the forward-looking statements include:

e governmental policies and regulatory actions, including those of the Federal Energy Regulatory Commission (FERC) and the Washington Utilities and
Transportation Commission (Washington Commission), with respect to allowed rates of return, financings, industry and rate structures, transmission and
generation business structures within Puget Sound Energy, acquisition and disposal of assets and facilities, operation and construction of electric generating
facilities, distribution and transmission facilities, recovery of other capital investments, recovery of power and gas costs and present or prospective
wholesale and retail competition;

o financial difficulties of other energy companies and related events, which may affect the regulatory and legislative process in unpredictable ways and also
adversely affect the availability of and access to capital and credit markets;

e default by counterparties in the wholesale natural gas and electricity markets that owe Puget Sound Energy money or energy;
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e deterioration of liquidity in the forward markets in which Puget Sound Energy transacts hedges to manage its energy portfolio risks which can limit Puget
Sound Energy’ s ability to enter into forward contracts and, therefore, its ability to manage its portfolio risks;

e wesather, which can have a potentially serious impact on Puget Sound Energy’ s revenues and its ability to procure adequate supplies of gas, fuel or
purchased power to serve its customers and on the cost of procuring such supplies;

e hydroelectric conditions, which can have a potentially seriousimpact on electric capacity and Puget Sound Energy’ s ability to generate electricity;

o thestahility and liquidity of wholesale energy markets generally, including the requirements for Puget Sound Energy to post collateral to support its energy
portfolio transactions and the effect of price controls by FERC on the availability and price of wholesale energy purchases and sales in the western United
States,

o theeffect of wholesale market structures (including, but not limited to, new market design such as RTO West and Standard Market Design);

o theamount of collection, if any, of Puget Sound Energy’s receivable from the California Independent System Operator (CA1SO) and the amount of refunds
found to be due from Puget Sound Energy to the CAISO or others;

e industrial, commercial and residential growth and demographic patterns in the service territories of Puget Sound Energy;

e general economic conditions in the Pacific Northwest;

o thelossof significant customers or changes in the business of significant customers, which may result in changes in demand for Puget Sound Energy’s
services;

e plant outages which can have an impact on Puget Sound Energy’s expenses and its ahility to procure adequate supplies to replace the lost energy;

e theimpact of acts of terrorism or similar significant events, such as the attack on September 11, 2001;

o theability of Puget Sound Energy, and its parent Puget Energy, to access the capital markets to support requirements for working capital, construction costs
and the repayment of maturing debt;

e capital market conditions, including changesin the availability of capital or interest rate fluctuations;

e changesin Puget Sound Energy’s, or its parent Puget Energy’s, credit ratings, which may have an adverse impact on the availability and cost of capital for
Puget Sound Energy and Puget Energy;

e lega and regulatory proceedings;

e changesin, and compliance with, environmental and endangered species laws, regulations, decisions, and palicies;

o employee workforce factors, including strikes, work stoppages, availability of qualified employees, or the loss of a key executive; and

o theability to obtain adequate insurance coverage and the cost of such insurance.

We undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, future events, or otherwise. Y ou are advised,
however, to consult any further disclosures we make on related subjectsin our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on
Form 8-K.
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USE OF PROCEEDS

We estimate that the net proceeds we will receive from the sale of the Senior Notesin this offering, after deducting the underwriting discounts and estimated expenses
payable by us, will be $149,100. The net proceeds from the sale of the Senior Notes will be applied by usto repay debt. Funds that are not required immediately may be
invested in marketable securities and short-term investments.

RATIO OF EARNINGSTO FIXED CHARGES

The following table sets forth Puget Sound Energy’ sratios of earnings to fixed charges for the respective periods. For purposes of computing these ratios, earnings
represent income from continuing operations before extraordinary items and cumulative effect of changes in accounting principles plus applicable income taxes and
fixed charges. Fixed chargesinclude all interest expense and the proportion deemed representative of the interest factor of rent expense.

Twelve Months
Ended March 31, Years Ended December 31,
2003 2002 2002 2001 2000 1999 1998
Ratio of earnings to fixed charges 2.01x 1.52x 1.81x 2.01x 2.70x 2.74x 2.84x

DESCRIPTION OF THE SENIOR NOTES

The following description of the Senior Notes due June 1, 2008 supplements the more general description of the senior notes that appears in the prospectus. If there are
any inconsistencies between the information in this section and the information in the prospectus, the information in this section controls. Y ou should read this section
together with the sections called “ Debt Securities,” “ Senior Notes” and “ Description of First Mortgage Bonds,” in the prospectus. The Senior Notes will be issued asa
separate series of senior notes under the senior note indenture, dated as of December 1, 1997, as supplemented by a fourth supplemental indenture dated as of May 1,
2003, between Puget Sound Energy and U.S. Bank National Association, as trustee. Provisions of the senior note indenture are more fully described in the section called
“Senior Notes’ in the prospectus. We qualify the description of the Senior Notes by reference to the senior note indenture.

General

The Senior Notes will initially be limited in aggregate principal amount to $150,000,000. The entire principal amount of the Senior Notes will mature and become due
and payable, together with any accrued and unpaid interest thereon, on June 1, 2008. The Senior Notes are not subject to any sinking fund provision. The Senior Notes
are available for purchase in denominations of $1,000 and any integral multiple thereof.

Further Issues of Senior Notes and Additional Indebtedness

The senior note indenture does not limit the aggregate principal amount of senior notes that we may issue, and we may from time to time, without consent of the
existing holders of senior notes, issue additional senior notes. As of the date of this prospectus supplement, we have issued $161,860,000 in aggregate principal amount
of senior notes under the senior note indenture, al of which remains outstanding.

There are no provisions in the senior note indenture or the Senior Notes that require us to redeem the Senior Notes or that otherwise protect you, as a holder of Senior
Notes, in the event that we incur substantial additional indebtedness (except for certain restrictions on our ability to create, assume or incur certain liens or to enter into
certain financing transactions after the release date, as described in the sections called “ Description of Securities—Senior Notes—Certain Covenants of Puget Sound
Energy—Limitations on Liens’ and
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“—Limitations on Sale and L ease-Back Transactions” in the accompanying prospectus), whether or not in connection with a change in control of Puget Sound Energy.
However, any change in control transaction that involves the incurrence of long-term indebtedness by us would require approval of state utility regulatory authorities
and, possibly, of federal utility regulatory authorities.

Interest

Each Senior Note shall bear interest at the rate of 3.363% from the date of original issuance per annum, payable semiannually in arrears on June 1 and December 1 of
each year to the person in whose name the Senior Note is registered at the close of business on the fifteenth calendar day prior to the applicable interest payment date.
Theinitia interest payment date is December 1, 2003. The amount of interest payable will be computed on the basis of a 360-day year of twelve 30-day months and
shall be computed at afixed rate until maturity. In the event that any date on which interest is payable on the Senior Notesis not a“business day,” then payment of the
interest payable on that date will be made on the next succeeding day whichisa*“business day” (and without any interest or other payment in respect of any the delay).
The term “business day” shall mean each Monday, Tuesday, Wednesday, Thursday and Friday that is not a day on which banking institutions or trust companiesin the
Borough of Manhattan or the City of New Y ork are obligated or authorized by law or executive order to close.

Security

At the time we issue any of the Senior Notes, we will simultaneously deliver to the senior note trustee, as security for the Senior Notes, Pledged First Mortgage Bonds
issued under our electric utility mortgage indenture. The pledged electric utility mortgage bonds will have the same interest rate, interest payment dates, stated maturity
date and redemption provisions, and will be in the same aggregate principal amount, as the Senior Notes.

As provided in the senior note indenture and the supplemental indenture to the electric utility mortgage which sets forth the terms of the pledged electric utility
mortgage bonds, our obligation to make payments with respect to the principal of, premium or interest on the pledged electric utility mortgage bonds will be fully or
partialy, asthe case may be, satisfied and discharged to the extent that, at the time that any such payment is due, the then due principal of, premium or interest on the
Senior Notes are fully or partialy paid or we have deposited with the senior note trustee pursuant to the senior note indenture sufficient available funds to fully or
partialy pay the then due principal of, premium, if any, or interest on the Senior Notes.

Y ou should read the section called “ Description of Securities—Senior Notes— Security; Release Date” in the accompanying prospectus for a description of the
circumstances under which al or part of the pledged electric utility mortgage bonds will cease to be held by the senior note trustee as security for the Senior Notes. As
explained in the prospectus, the Senior Notes (and all other then outstanding senior notes) will cease to be secured by the pledged first mortgage bonds on the date that
al of our mortgage bonds issued and outstanding under our electric utility mortgage indenture and our gas utility mortgage indenture, other than first mortgage bonds
securing senior notes, have been retired.

After that release date, the Senior Notes (and all other then outstanding senior notes) will, at our option either:
e become our unsecured general obligations or

e besecured by substitute first mortgage bonds issued under a mortgage indenture other than our electric utility mortgage indenture or our gas utility mortgage
indenture.

If we elect not to have the Senior Notes (and al other then outstanding senior notes) become unsecured on the release date, we will simultaneously with the i ssuance of
senior notes after the rel ease date issue and deliver
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to the senior note trustee, as security for such senior notes, substitute first mortgage bonds. The substituted first mortgage bonds will have the same interest rate, interest
payment dates, stated maturity date and redemption provisions, and will be in the same aggregate principal amount, as the senior notes then issued.

In the event we elect to have the Senior Notes (and all other then outstanding senior notes) become unsecured on the release date, our ability to create, assume or incur
certain liens or to enter into certain financing transactions will be restricted. For a description of those restrictions, you should read the sections called “ Description of
Securities—Senior Notes—Certain Covenants of Puget Sound Energy—Limitations on Liens’ and “—Limitations on Sale and Lease-Back Transactions” in the
accompanying prospectus.

Redemption
The Senior Notes will be redeemable asawhole or in part, at our option at any time, at a redemption price equal to the greater of the following:

e 100% of the principal amount of the Senior Notes and

o thesum of the present values of the remaining scheduled payments of principal and interest on the Senior Notes discounted to the redemption date on a
semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate plus 25 basis points, plus in each case accrued interest
on the Senior Notes to the date of redemption.

“Treasury Rate” means, with respect to any redemption date, the rate per annum equal to the semiannual equivalent yield to maturity of the Comparable Treasury Issue,

assuming a price for the Comparable Treasury issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such redemption
date.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent Investment Banker as having a maturity comparable to the
remaining term of the Senior Notes to be redeemed that would be utilized, at the time of selection and in accordance with customary financial practice, in pricing new
issues of corporate debt securities of comparable maturity to the remaining term of the Senior Notes. “Independent Investment Banker” means one of the Reference
Treasury Dealers appointed by the senior note trustee after consultation with Puget Sound Energy.

“Comparable Treasury Price” means, with respect to any redemption date, (a) the average of the Reference Treasury Dealer Quotations for such redemption date, after
excluding the highest and lowest such Reference Treasury Quotations, or (b) if the senior note trustee obtains fewer than four such Reference Treasury Dealer
Quotations, the average of all such quotations. “ Reference Treasury Dealer Quotations’ means, with respect to each Reference Treasury Dealer and any redemption
date, the average, as determined by the senior note trustee, of the bid and asked prices for the Comparable Treasury |ssue (expressed in each case as a percentage of its
principal amount) quoted in writing to the senior note trustee by such Reference Treasury Dealer at 3:30 p.m. New Y ork time on the third business day preceding such

redemption date.

“Reference Treasury Dealer” means each of Morgan Stanley & Co. Incorporated, Banc One Capital Markets, Inc. and McDonald Investments Inc., and their respective
successors; provided, however, that if any of the foregoing or their affiliates shall cease to be primary U.S. Government securities dealer in The City of New York (a
“Primary Treasury Dealer”), we will substitute another primary Treasury Dealer.

Notice of any redemption will be mailed at least 30 days but not more than 60 days before the redemption date to each holder of Senior Notes to be redeemed.

Unless we default in payment of the redemption price, on and after the redemption date interest will cease to accrue on the Senior Notes or portions thereof called for
redemption.
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Book-Entry; Delivery and Form

The Senior Notes will beissued in the form of registered notes in book-entry form, referred to as global notes. Each global note will be registered in the name of a
nominee of The Depository Trust Company, as depositary, and will be deposited with DTC or its nominee or custodian.

The deposit of global noteswith DTC and their registration in the name of DTC's nominee effect no change in beneficial ownership. Ownership of beneficial interests
in aglobal note will be limited to DTC participants or persons who hold interests through DTC participants. We understand that DTC has no knowledge of the actual
beneficial owners of the Senior Notes; DTC' s records reflect only the identity of the direct participantsin DTC to whose accounts such Senior Notes are credited, which
may or may not be the beneficial owners. The participants will remain responsible for keeping account of their holdings on behalf of their customers.

So long as DTC or its nominee or acommon depositary is the registered holder of aglobal note, DTC or that nominee or common depositary will be considered the sole
owner and holder of the global notes, and of the Senior Notes represented thereby, for all purposes under the senior note indenture and the Senior Notes. Except as
provided below, owners of beneficial interestsin aglobal note will not be entitled to have Senior Notes represented by a global note registered in their names, will not
receive or be entitled to receive physical delivery of Senior Notesin certificated form and will not be considered the registered holders of Senior Notes under the senior
note indenture or the Senior Notes. Unless and until it is exchanged in whole or in part for Senior Notes in definitive form, no global note may be transferred except asa
whole by DTC to its nominee.

The laws of some jurisdictions may require that certain purchasers of securities take physical delivery of such securitiesin definitive form. Such laws may impair the
ability to own, transfer or pledge beneficial interestsin the global notes.

Initial settlement for the Senior Notes will be made in immediately available funds. Secondary market trading between DTC participants will occur in the ordinary way
in accordance with DTC' s rules and will be settled in immediately available funds using DTC' s same-day funds settlement system.

Wewill make all payments of principal of and interest on the notesto DTC. We will send all required reports and notices solely to DTC aslong as DTC isthe
registered holder of the global notes. We expect that upon the issuance of a global note DTC or its custodian will credit onitsinterna system the respective principal
amount of the individual beneficial interest represented by such global note to the accounts of its participants. Such accountsinitially will be designated by or on behalf
of the underwriters. Ownership of beneficial interestsin aglobal note will be shown on, and the transfer of those ownership interests will be effected through, records
maintained by DTC or its nominee (with respect to interests of participants) or by any such participant (with respect to interests of persons held by such participants on
their behalf).

Beneficial owners will not receive written confirmation from DTC of their purchase, but beneficial owners are expected to receive written confirmations providing
details of the transactions, as well as periodic statements of their holdings from the direct or indirect participant through which the beneficial owner entered into the
transaction. Transfers of ownership interests in the global notes will be effected only through entries made on the books of participants acting on behalf of beneficial
owners. Accordingly, each beneficial owner must rely on the procedures of DTC and, if the person is not a participant in DTC, on the procedures of the participants
through which such person ownsiits interest, to exercise any rights of a holder under the senior note indenture.

We understand that under existing industry practices, in the event that we request any action of holders of Senior Notes or that an owner of abeneficial interest in the
Senior Notes desires to give or take any action that a holder is entitled to give or take under the indenture, DTC would authorize the participants holding the relevant
beneficial intereststo give or take the action, and the participants would authorize beneficial owners owning through participants to give or to take the action or would
otherwise act upon the instructions of beneficial owners.
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Payments, transfers, exchanges and other matters relating to beneficial interestsin aglobal note may be subject to various policies and procedures adopted by DTC
from time to time, and DTC may discontinue its operations entirely at any time. We also expect that payments, conveyance of notices and other communications by
DTC to participants, by participants to indirect participants, and by participants and indirect participants to beneficial owners, will be governed by standing instructions
and customary practices as is now the case with securities held for accounts of customers registered in the names of nominees for those customers, subject to any
statutory or regulatory requirements as may be in effect from time to time, and will be the responsibility of the participants. None of we, the senior note trustee, any of
our respective agents or the underwriters will have any responsibility or liability for any aspect of DTC's or any DTC participant’s records relating to, or for payments
made on account of, beneficia interestsin any global note, or for maintaining, supervising or reviewing any records relating to such beneficial interests, or for the
performance by DTC or the participants of their respective obligations under the rules and procedures governing their operations.

DTC has advised usthat it is alimited-purpose trust company organized under the New Y ork Banking Law, a“banking organization” within the meaning of the New
Y ork Banking Law, a member of the Federal Reserve System, a*“clearing corporation” within the meaning of the New Y ork Uniform Commercial Code and a“clearing
agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities that its participants deposit with DTC.

DTC aso facilitates the settlement among participants of securities transactions, such as transfers and pledges, in deposited securities through electronic computerized
book-entry changes in participants' accounts, thereby eliminating the need for the physical movement of securities certificates. Participants include securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is owned by a number of its direct participants and by The New Y ork
Stock Exchange, Inc., the American Stock Exchange LLC and the National Association of Securities Dealers, Inc. Accessto the DTC system is also available to others
such as securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationship with a direct participant, either directly or
indirectly. The rules applicable to DTC and its participants are on file with the Securities and Exchange Commission.

Interestsin aglobal note will be exchanged for notes in certificated form only if:
o DTCnotifiesusthat it isunwilling or unable to continue as a depositary for such global note or has ceased to be qualified to act as such or if at any time

such depositary ceases to be a clearing agency registered under the Exchange Act, and we have not appointed a successor depositary within 90 days; or

e We, inour solediscretion, determine at any time that the Senior Notes will no longer be represented by a global note.

Upon the occurrence of such an event, owners of beneficial interestsin such global note will receive physical delivery of Senior Notesin certificated form. All
certificated Senior Notes issued in exchange for an interest in aglobal note or any portion thereof will be registered in such names as DTC directs. Such Senior Notes
will be issued in minimum denominations of $1,000 and integral multiples of $1,000 and will bein registered form only, without coupons.

Concerning the Trustee

Effective February 15, 2003, U.S. Bank National Association succeeded State Street Bank and Trust Company as both the senior note trustee under the senior note
indenture and the electric utility mortgage trustee under the electric utility mortgage. U.S. Bank National Association also serves as the issuing and paying agent for,
and adealer under, our commercial paper program, and is alender under the our revolving credit facility.
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UNDERWRITING

Subject to the terms and conditions of an underwriting agreement, we have agreed to sell to each of the underwriters named below and each of the underwriters has
severally agreed to purchase from us the respective principal amount of Senior Notes set forth opposite its name below:

Principal

Underwriters Amount
Morgan Stanley & Co. Incorporated $ 135,000,000
Banc One Capital Markets, Inc. $ 7,500,000
McDonald Investments Inc. $ 7,500,000
Total $ 150,000,000

In the underwriting agreement, the underwriters have agreed, subject to the terms and conditions set forth therein, to purchase all of the Senior Notes offered hereby if
any of the Senior Notes are purchased.

Senior Notes sold by the underwriters to the public will initially be offered at the initial public offering prices set forth on the cover of this prospectus supplement. Any
Senior Notes sold by the underwriters to securities dealers may be sold at a discount of up to 0.350% of the principal amount of the Senior Notes from theinitial public
offering price. Any such securities dealers may resell any Senior Notes purchased from the underwriters to certain other brokers or dealers at a discount of up to 0.250%
of the principal amount of the Senior Notes from theinitial public offering price. If al the Senior Notes are not sold at the respective initial public offering price, the
underwriters may change the respective offering price and the other selling terms.

Prior to this offering, there has been no public market for the Senior Notes. We do not intend to apply for listing of the Senior Notes on a national securities exchange.
The underwriters have advised us that they intend to make a market in the Senior Notes. The underwriters will have no obligation to make a market in the Senior Notes,
however, and may cease market making activities, if commenced, at any time.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of 1933, as amended, or to contribute to payments
that the underwriters may be required to make in respect of any such liabilities.

In connection with this offering and in compliance with applicable law and industry practice, the representatives may overallot or effect transactions which stabilize,
maintain or otherwise affect the market price of the Senior Notes at levels above those which might otherwise prevail in the open market, including by entering
stabilizing bids, purchasing Senior Notes to cover syndicate short positions and imposing penalty bids. A stabilizing bid means the placing of any bid, or the effecting of
any purchase, for the purpose of pegging, fixing or maintaining the price of a security. Covering a syndicate short position means placing a bid or effecting a purchase
of asecurity on behalf of the underwriting syndicate to reduce a short position created in connection with the offering. Imposing a penalty bid means purchasing a
security in the open market to reduce the underwriting syndicate’ s short position or to stabilize the price of the security and in connection therewith reclaiming the
amount of the selling concession from the underwriters and selling group members who sold such securities as part of the offering.

In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause the price of the security to be higher than it might bein the
absence of such purchases. The imposition of a penalty bid might also have an effect on the price of a security to the extent that it were to discourage resales of the
security.

Neither we nor the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions described above may have on
the price of the Senior Notes. In addition, neither we nor the underwriters make any representation that the underwriters will engage in such transactions or that such
transactions once commenced will not be discontinued without notice.
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Certain of the underwriters or their affiliates may engage in transactions with and/or perform investment banking and other financial servicesfor usand our afiliatesin
the ordinary course of business.

LEGAL MATTERS

The validity of the Senior Notes and certain matters relating thereto will be passed upon, on behalf of Puget Sound Energy, Inc., by Perkins Coie LLP, Seattle,
Washington. Certain legal matters will be passed upon on behalf of the underwriters by Skadden, Arps, Slate, Meagher & Flom LLP, New Y ork, New Y ork. From time
to time Skadden, Arps, Slate, Meagher & Flom LLP provideslegal servicesto Puget Sound Energy.

EXPERTS
The consolidated financia statements incorporated in this prospectus supplement by reference to the Annual Report on Form 10-K for the year ended December 31,
2002, have been so incorporated in reliance on the report of PricewaterhouseCoopers LL P, independent accountants, given on the authority of said firm as expertsin
auditing and accounting.
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PROSPECTUS

Puget Sound Energy, Inc.

SENIOR NOTES
UNSECURED DEBENTURES
GUARANTEES

AND

Puget Sound Energy Capital Trust I11

TRUST PREFERRED SECURITIES
GUARANTEED TO THE EXTENT SET FORTH HEREIN BY
PUGET SOUND ENERGY, INC.

OFFERING AMOUNT: 500,000,000

Puget Sound Energy may offer, on one or more occasions:

« secured senior debt or unsecured debt securities consisting of notes, debentures and other unsecured evidence of indebtedness and
¢ guarantees of Puget Sound Energy with respect to trust preferred securities of Puget Sound Energy Capital Trust I11.

Puget Sound Energy Capital Trust 111, which is a Delaware business trust, may offer, on one or more occasions, trust preferred securities, which represent preferred
undivided beneficial interestsin the assets of Puget Sound Energy Capital Trust I11.

For each type of security listed above, the amount, price and terms will be determined at or prior to the time of sale.

Each time we offer any of these securities, we will set forth the specific terms of these securitiesin one or more supplements to this prospectus. The prospectus
supplement or supplements also will set forth the names of any underwriters, dealers or agents involved in the offering of the securities, the compensation of these
parties and any other special terms of the offering and sale. Y ou should read carefully this prospectus and the accompanying prospectus supplement or supplements
before you invest.

This prospectus may not be used to consummate sales of any of these securities unless accompanied by a prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed upon the accuracy or
adequacy of this prospectus. Any representation to the contrary isacriminal offense.

The date of this prospectusis March 1, 2002.
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ABOUT THISPROSPECTUS

This prospectusis part of aregistration statement we filed with the Securities and Exchange Commission using a shelf registration process. Under this shelf process, we
may sell the securities described in this prospectus in one or more offerings. This prospectus provides you with a general description of the securities. Each time we
offer securities, we will provide you with a prospectus supplement that will describe the specific amounts, prices and terms of the offering. The prospectus supplement
may also add, update or change information contained in this prospectus. Y ou should read carefully both this prospectus and any prospectus supplement together with
additional information described below.

This prospectus does not contain all the information provided in the registration statement we filed with the SEC. For further information about Puget Sound Energy,
Puget Sound Energy Capital Trust |11 or the securities described in this prospectus, you should refer to that registration statement, which you can obtain from the SEC
as described below under “Where Y ou Can Find More Information.”

Y ou should rely only on the information contained or incorporated by reference in this prospectus or a prospectus supplement. We have not authorized any other person
to provide you with different information. If anyone provides you with different or inconsistent information, you should not rely on it. We are not making an offer to
sall these securities in any jurisdiction where the offer or saleis not permitted. Y ou should assume that the information appearing in this prospectus or any prospectus
supplement, as well as information we have previoudly filed with the SEC and incorporated by reference, is accurate as of the date on the front of those documents only.
Our business, financial condition, results of operations and prospects may have changed since those dates.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Our disclosure and analysisin this prospectus, in any prospectus supplement and in the documents incorporated by reference contain “forward-looking statements’
within the meaning of the Private Securities Litigation Reform Act of 1995. This Act provides a“safe harbor” for forward-looking statements to encourage companies
to provide prospective information about themselves so long as they identify these statements as forward-looking and provide meaningful cautionary statements
identifying important factors that could cause actual resultsto differ from the projected results. In some cases, you can identify forward-looking statements by
terminology such as“anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,” “potential,” “predict,” “should” or “will” or
the negative of those terms or comparable terminology. Forward-looking statements provide our current expectations or forecasts of future events.

Any or all of our forward-looking statements in this prospectus, in any prospectus supplement, in the documents incorporated herein by reference and in any other
public statements we make may turn out to be wrong. Forward-looking statements reflect our current expectations and are inherently uncertain. Inaccurate assumptions
we might make and known or unknown risks and uncertainties can affect the accuracy of our forward-looking statements. Consequently, no forward-looking statement
can be guaranteed and our actual results may differ materially. Some important factors that could cause actual results or outcomes to differ materially from those
discussed in our forward-looking statementsinclude:

« the outcome and timing of general and interim rate cases filed by Puget Sound Energy with the Washington Utilities and Transportation Commission
(Washington Commission) on November 26, 2001 and December 3, 2001, respectively, that request electric and gas rate increases to address significant under
recovery of Puget Sound Energy’s projected power costs, among other issues;

« governmental policies and regulatory actions, including those of the Federal Energy Regulatory Commission (FERC) and the Washington Commission with
respect to allowed rates of return, financings, industry and rate structures, acquisition and disposal of assets and facilities, operation and construction of



plant facilities, recovery of purchased power and other capital investments, and present or prospective wholesale and retail competition;
weather and hydroel ectric conditions, which can have a potentially serious impact on Puget Sound Energy’s ability to procure adequate supplies of fuel or
purchased power to serve its customers and on the cost of procuring such supplies;

wholesale energy prices, including the effect of price controls promulgated in June 2001 by the FERC on the availability and price of wholesale power
purchases and sales in the western United States;

effect of wholesale and retail competition (including, but not limited to, electric retail wheeling and transmission costs);

changesin, and compliance with, environmental and endangered species laws and palicies;

industrial, commercial and residential growth and demographic patternsin the service territories of Puget Sound Energy;

theloss of any significant customer, or changes in the business of a major customer that may result in changes in demand for the services of Puget Sound
Energy;

the impact of significant events, such as the attack on September 11, 2001;

the ability of Puget Sound Energy to access the capital markets to support requirements for working capital, construction costs and the repayment of maturing
debt;

capital market conditions, including changes in availability of capital or interest rate fluctuations;

changes in Puget Sound Energy’s credit ratings, which may have an adverse impact on the availability and cost of capital;

legal and regulatory proceedings; and

employee workforce factors, including strikes, work stoppages or the loss of akey executive.

We undertake no obligation to publicly update any forward-looking statements, whether as a result of new information, future events or otherwise. Y ou are advised,
however, to consult any further disclosures we make on related subjectsin our annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on
Form 8-K, aswell as any section entitled “ Risk Factors’ that appearsin any prospectus supplement accompanying this prospectus.

WHERE YOU CAN FIND MORE INFORMATION

Puget Sound Energy files reports and other information with the Securities and Exchange Commission. These SEC filings are available over the Internet at the SEC's
web site at http://www.sec.gov. Y ou may also read and copy any document Puget Sound Energy files at the SEC's public reference room at 450 Fifth Street N.W.,
Room 1024, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for more information on the public reference rooms and their copy charges. Y ou may
aso inspect Puget Sound Energy’s SEC reports and other information at the New Y ork Stock Exchange, 20 Broad Street, New Y ork, New Y ork 10005.

In connection with this offering, we have filed with the SEC aregistration statement on Form S-3 under the Securities Act of 1933. As permitted by SEC rules, this
prospectus omits certain information included in the registration statement. For a more complete understanding of the securities we may offer, you should refer to the
registration statement, including its exhibits.

The SEC alows usto “incorporate by reference” into this prospectus the information we file separately with it, which means we may disclose important information by
referring you to those other documents. The information we incorporate by reference is considered to be part of this prospectus, except for any information
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superseded by information in this prospectus. This prospectusincorporates by reference the documents set forth below that Puget Sound Energy has filed previously
with the SEC. These documents contain important information about Puget Sound Energy and its finances.

SEC Filings (File No. 1-4393) Period/Date
* Annual Report on Form 10-K Y ear ended December 31, 2000
* Quarterly Reports on Form 10-Q Quarter ended March 31, 2001

Quarter ended June 30, 2001
(Amendment filed on October 18, 2001)
Quarter ended September 30, 2001
(Amendment filed on December 26, 2001)

* Current Reports on Form 8-K Filed January 30, 2001
Filed March 13, 2001
Filed April 6, 2001
Filed May 22, 2001
Filed August 30, 2001
Filed September 4, 2001
Filed September 19, 2001
Filed October 15, 2001
Filed October 24, 2001
Filed November 28, 2001
Filed December 3, 2001
Filed December 4, 2001
Filed December 24, 2001
Filed January 4, 2002
Filed January 31, 2002
Filed February 8, 2002
Filed February 13, 2002

The documents filed by Puget Sound Energy with the SEC pursuant to Sections 13(a), 13(c), 14 and 15 of the Securities Exchange Act of 1934 after the date of this
prospectus are also incorporated by reference into this prospectus.

Y ou may request a copy of thesefilings at no cost by writing or telephoning Puget Sound Energy at the following address:

Investor Relations

Puget Sound Energy, Inc.
411-108" Avenue N.E.

Bellevue, Washington 98004-5515
(425) 454-6363

Separate financia statements of the capital trust have not been included in this prospectus. Puget Sound Energy and the capital trust do not consider such financial
statements to be helpful because:

* Puget Sound Energy beneficially owns directly or indirectly all of the undivided beneficial interests in the assets of the capital trust (other than the beneficial
interests represented by the trust preferred securities);

¢ Puget Sound Energy will guarantee the trust preferred securities such that the holders of the trust preferred securities, with respect to the payment of
distributions and amounts on liquidation, dissolution and winding up, are at least in the same position with regard to the assets of Puget Sound Energy asa
preferred shareholder of Puget Sound Energy;



¢ infuturefilings under the Securities Exchange Act of 1934, an audited footnote to Puget Sound Energy’s annual financial statements will state that the capital
trust iswholly owned by Puget Sound Energy, that the sole assets of the trust are the unsecured subordinated debentures of Puget Sound Energy having a
specified total principal amount, and that, considered together, the back-up undertakings, including the guarantees, constitute a full and unconditional
guarantee by Puget Sound Energy of the capital trust’s obligations under the trust preferred securities issued by the capital trust; and

« thecapital trust is anewly created special purpose entity, has no operating history, no independent operations and is not engaged in, and does not propose to
engage in, any activity other than as described under “Puget Sound Energy Capital Trust I11.”

PUGET SOUND ENERGY

Puget Sound Energy is a public utility incorporated in the State of Washington, furnishing electric and gas service in aterritory covering approximately 6,000 square
miles, principaly in the Puget Sound region of Washington State. We are the principal subsidiary of Puget Energy, Inc, a holding company that owns all our common
stock. Subject to limited exceptions, Puget Energy is exempt from regulation as a public utility holding company pursuant to Section 3(a)(2) of the Public Utility
Holding Company Act of 1935. In addition to its ownership of Puget Sound Energy, Puget Energy also owns InfrastruX Group, Inc, a holding company for
nonregulated businesses that provide design, construction, engineering and other infrastructure services to the utility industry.

As of December 31, 2001, Puget Sound Energy had approximately 940,600 el ectric customers, consisting of approximately 834,200 residential, 100,600 commercial,
4,000 industrial and 1,800 other customers; and approximately 606,000 gas customers, consisting of approximately 556,000 residential, 47,100 commercial, 2,800
industrial and 100 gas transportation customers. For the 12 months ended December 31, 2001, Puget Sound Energy added approximately 17,000 el ectric customers and
approximately 15,200 gas customers, representing annualized growth rates of 1.8% and 2.6%, respectively. During the 12 months ended December 31, 2001, Puget
Sound Energy’s billed retail revenues from electric utility operations were derived 42% from residential customers, 36% from commercial customers, 20% from
industrial customers and 2% from other customers. Puget Sound Energy’s retail revenues from gas utility operations were derived 60% from residential customers, 32%
from commercial customers, 6% from industrial customers, and 2% from transportation customers. During this period, the largest customer accounted for 3.4% of Puget
Sound Energy’ s operating revenues.

Gross electric utility plant at December 31, 2001 was approximately $4.2 billion, which consisted of 58% distribution, 27% generation, 6% transmission and 9%
general plant and other. Gross gas utility plant at December 31, 2001 was approximately $1.6 billion, which consisted of 85% distribution, 6% transmission and 9%
genera plant and other. Gross common utility general plant at December 31, 2001 was approximately $363 million, which consisted of general plant and other.

At December 31, 2001 Puget Sound Energy had 2,480 aggregate full-time equivalent utility employees. Puget Sound Energy’ s executive officeislocated at 411 — 108th
Avenue N.E., Bellevue, Washington 98004-5515, and its telephone number is (425) 454-6363.

PUGET SOUND ENERGY CAPITAL TRUST Il
Puget Sound Energy Capital Trust |11 is a statutory business trust created under the Delaware Business Trust Act by way of

« atrust agreement executed by Puget Sound Energy, as sponsor, and the trustee of the capital trust and



« thefiling of acertificate of trust with the Secretary of State of the State of Delaware.

At the time of public issuance of the trust preferred securities, the trust agreement will be amended and restated in its entirety and will be qualified as an indenture under
the Trust Indenture Act of 1939. Puget Sound Energy will directly or indirectly acquire common securities of the capital trust in atotal liquidation amount equal to
approximately 3% of the total capital of the capital trust. The trust exists for the exclusive purposes of

« issuing thetrust preferred securities and common securities representing undivided beneficial interests in the assets of the capital trust;

« investing the gross proceeds of the common securities and the trust preferred securities in unsecured subordinated debentures of Puget Sound Energy; and

« engaging in only those other activities necessary or incidental thereto.

The capital trust has aterm of approximately 55 years, but it may terminate earlier as provided in the amended and restated trust agreement.

The proceeds from the offering of the trust preferred securities and the sale of the common securities may be used by the capital trust to purchase from Puget Sound
Energy unsecured subordinated debenturesin atotal principal amount equal to the total liquidation preference of the common securities and the trust preferred
securities. The Puget Sound Energy debentures would bear interest at an annual rate equal to the annual distribution rate of the common securities and the trust
preferred securities and would have certain redemption terms that correspond to the redemption terms for the common securities and the trust preferred securities. The
subordinated debentures will rank subordinate in right of payment to all of Puget Sound Energy’s senior indebtedness (as defined in this prospectus). Distributions on
the common securities and the trust preferred securities may not be made unless the capital trust receives corresponding interest payments on the subordinated
debentures from Puget Sound Energy. Puget Sound Energy will irrevocably guarantee, on a subordinated basis and to the extent set forth in the guarantee, with respect
to each of the common securities and the trust preferred securities, the payment of distributions, the redemption price, including all accrued or deferred and unpaid
distributions, and payment on liquidation, but only to the extent of funds on hand at the capital trust. Each guarantee will be unsecured and will be subordinate to all
senior indebtedness of Puget Sound Energy. Upon the occurrence of certain events (subject to the conditions to be described in an accompanying prospectus
supplement), the capital trust may be liquidated and the holders of the common securities and the trust preferred securities could receive the related subordinated
debentures of Puget Sound Energy in lieu of any liquidating cash distribution.

The number of trustees of the capital trust will initially be four. Two of the trustees will be employees or officers of, or affiliated with, Puget Sound Energy and will be
referred to as the Puget Sound Energy trustees. The third trustee will be afinancial institution that is unaffiliated with Puget Sound Energy, which trustee will serve as
property trustee under the amended and restated trust agreement and as indenture trustee for the purposes of compliance with the provisions of the Trust Indenture Act
of 1939. Initially, Bank One Trust Company, N.A. will be the property trustee until removed or replaced by the holder of the common securities. For the purpose of
compliance with the provisions of the Trust Indenture Act of 1939, Bank One Trust Company, N.A. will also act as guarantee trustee. The fourth trustee, Bank One
Delaware, Inc., will act as the Delaware trustee for the purposes of the Delaware Business Trust Act, until removed or replaced by the holder of the common securities.

The property trustee will hold title to the subordinated debentures for the benefit of the holders of the common securities and the trust preferred securities, and the
property trustee will have the power to exercise all rights, powers and privileges under the indenture as the holder of the subordinated debentures. In addition, the
property trustee will maintain exclusive control of a segregated non-interest-bearing bank account to hold all payments made in respect of subordinated debentures for
the benefit of the holders of the common securities and



the trust preferred securities. The property trustee will make payments of distributions and payments on liquidation, redemption and otherwise to the holders of the
common securities and the trust preferred securities out of funds from the segregated non-interest-bearing bank account. The guarantee trustee will hold the guarantees
for the benefit of the holders of the common securities and the trust preferred securities. Puget Sound Energy, as the direct or indirect holder of all the common
securities, will have the right to appoint, remove or replace any of the trustees. Puget Sound Energy will also have the right to increase or decrease the number of
trustees, as long as the number of trustees shall be at least three, a mgjority of which shall be Puget Sound Energy trustees. Puget Sound Energy will pay al fees and
expenses related to the trusts and the offering of the common securities and the trust preferred securities.

The rights of the holders of the trust preferred securities, including economic rights, rights to information and voting rights, are set forth in the amended and restated
trust agreement, the Delaware Business Trust Act and the Trust Indenture Act of 1939.

The Delaware trustee for the capital trust in the State of Delaware is Bank One Delaware, Inc., Three Christiana Center, 201 North Walnut Street, Wilmington,
Delaware, 19801. The principal place of business of the capital trust will be c/o Puget Sound Energy, Inc. 411-108" Avenue N.E., Bellevue, Washington 98004-5515.

USE OF PROCEEDS

The proceeds received by the capital trust from the sale of its trust preferred securities and the common securities will be invested in unsecured subordinated debentures
of Puget Sound Energy. Aswill be more specifically set forth in the applicable prospectus supplement, Puget Sound Energy will use those borrowed amounts and the
net proceeds from the sale of senior notes or unsecured debentures offered hereby for its general corporate purposes, including capital expenditures, investment in
subsidiaries, working capital and repayment of debt. Any specific allocation of the proceeds to a particular purpose that has been made at the date of any prospectus
supplement will be described in the appropriate prospectus supplement.

RATIOS OF EARNINGS TO FIXED CHARGES AND TO COMBINED FIXED CHARGES
AND PREFERRED DIVIDENDS

The following table sets forth Puget Sound Energy’ sratios of earnings to fixed charges and to combined fixed charges and preferred dividends for the periods indicated.
For purposes of computing the ratios, earnings represent income from continuing operations before extraordinary items and cumul ative effect of changes in accounting
principles plus applicable income taxes and fixed charges. Fixed chargesinclude all interest expense and the proportion deemed representative of the interest factor of
rent expense.

Twelve Months
Ended September 30, Years Ended December 31,
2001 2000 2000 1999 1998 1997(1) 1996(1)
Ratio of earnings to fixed charges 2.6x 2.6x 2.7x 2.7x 2.8x 2.5x 3.1x
Ratio of earnings to combined fixed charges and preferred
dividends 2.4x 2.4x 2.5x 2.5x 2.5x 2.0x 2.5x

(1) Theratios for the years ended December 31, 1997 and 1996 include charges incurred in connection with Puget Sound Energy’s merger with Washington Energy
Company and its principal subsidiary, Washington Natural Gas Company. Had such charges been excluded from earnings, the ratio of earnings to fixed charges
for such periods would have been 2.9x and 3.2x, respectively, and the ratio of earnings to combined fixed charges and preferred dividends would have been 2.4x
and 2.5x, respectively.



DESCRIPTION OF SECURITIES
Debt Securities

Senior notes will be issued under a senior note indenture. The unsecured debentures will be issued under an unsecured debt indenture. Unless otherwise provided in the
applicable prospectus supplement, the trustee under the senior note indenture will be State Street Bank and Trust Company, and the trustee under the unsecured debt
indenture will be Bank One Trust Company, N.A. The senior note indenture and the unsecured debt indenture are sometimes referred to in this prospectus individually
asan “indenture” and collectively asthe “indentures.”

The following briefly summarizes the material provisions of the indentures and the debt securities. Y ou should read the more detailed provisions of the applicable
indenture, including the defined terms, for provisions that may be important to you. The indentures have been filed as exhibits to the registration statement of which this
prospectusis a part. Copies of the indentures may also be obtained from Puget Sound Energy or the applicable trustee.

The indentures provide that debt securities of Puget Sound Energy may be issued in one or more series, with different terms, in each case as authorized on one or more
occasions by Puget Sound Energy. The applicable prospectus supplement relating to any series of debt securities will describe the following terms, where applicable:

¢ thetitle of the debt securities;

¢ whether the debt securities will be senior or subordinated debt;

« thetotal principal amount of the debt securities;

« the percentage of the principal amount at which the debt securities will be sold and, if applicable, the method of determining the price;

¢ the maturity date or dates;

« theinterest rate or the method of computing the interest rate;

« thedate or dates from which any interest will accrue, or how such date or dates will be determined, and the interest payment date or dates and any related
record dates;

« thelocation where payments on the debt securities will be made;

« thetermsand conditions on which the debt securities may be redeemed at the option of Puget Sound Energy;

« any obligation of Puget Sound Energy to redeem, purchase or repay the debt securities at the option of a holder upon the happening of any event and the terms
and conditions of redemption, purchase or repayment;

« any provisions for the discharge of Puget Sound Energy’s obligations relating to the debt securities by deposit of funds or United States government
obligations;

« whether the debt securities are to trade in book-entry form and the terms and any conditions for exchanging the global security in whole or in part for paper
certificates;

« any material provisions of the applicable indenture described in this prospectus that do not apply to the debt securities;

« any additional amounts with respect to the debt securities that Puget Sound Energy will pay to a non-United States person because of any tax, assessment or
governmental charge withheld or deducted and, if so, any option of Puget Sound Energy to redeem the debt securities rather than pay these additional
amounts;



« any additional events of default; and

« any other specific terms of the debt securities.

Federal income tax consequences and other special considerations applicable to any debt securities issued by Puget Sound Energy at a discount will be described in the
applicable prospectus supplement.

Debt securities may be presented for exchange. Registered debt securities may be presented for registration of transfer at the offices of the applicable trustee and,
subject to the restrictions set forth in the debt security and in the applicable prospectus supplement, without service charge, but upon payment of any taxes or other
governmental charges due in connection with the transfer, subject to any limitations contained in the applicable indenture.

Distributions on the debt securities in registered form will be made at the office or agency of the applicable trustee in its designated office. However, at the option of
Puget Sound Energy, payment of any interest may be made by check or wire transfer. Payment of any interest due on debt securitiesin registered form will be made to
the persons in whose names the debt securities are registered at the close of business on the record date for such interest payments. Payments made in any other manner
will be specified in the applicable prospectus supplement.

Senior Notes
Security; Release Date

Until the release date (as described in the next paragraph), the senior notes will be secured by one or more series of Puget Sound Energy’ s first mortgage bonds from
either or both of Puget Sound Energy’s current first mortgage indentures issued and delivered by Puget Sound Energy to the senior note trustee. Upon the issuance of a
series of senior notes prior to the release date, Puget Sound Energy will simultaneously issue and deliver to the senior note trustee, as security for all senior notes, a
series of first mortgage bonds that will have the same stated maturity date and corresponding redemption provisions, and will be in the same total principal amount as
the series of the senior notes being issued. Any series of first mortgage bonds securing senior notes may, but need not, bear interest. Any payment by Puget Sound
Energy to the senior note trustee of principa of, and interest and/or any premium on, a series of first mortgage bonds will be applied by the senior note trustee to satisfy
Puget Sound Energy’ s obligations with respect to principal of, and interest and/or any premium on, the corresponding senior notes.

The “release date” will be the date that all first mortgage bonds of Puget Sound Energy issued and outstanding under its electric utility mortgage indenture with State
Street Bank and Trust Company and its gas utility mortgage indenture with The Bank of New Y ork Company, Inc., other than first mortgage bonds securing senior
notes, have been retired (at, before or after their maturity) through payment, redemption or otherwise. On the release date, the senior note trustee will deliver to Puget
Sound Energy, for cancellation, al first mortgage bonds securing senior notes. Not later than 30 days thereafter, the senior note trustee will provide notice to all holders
of senior notes of the occurrence of the release date. As aresult, on the release date, the first mortgage bonds securing senior notes will cease to secure the senior notes.
The senior notes will then become, at Puget Sound Energy’ s option, either

« unsecured general obligations of Puget Sound Energy or

« obligations secured by substitute first mortgage bonds issued under a substitute mortgage indenture other than Puget Sound Energy’s electric utility mortgage
or gas utility mortgage.

A lien on certain property owned by Puget Sound Energy will secure each series of first mortgage bonds that secures senior notes. Upon the payment or cancellation of
any outstanding senior notes, the senior note trustee will surrender to Puget Sound Energy for cancellation an equal principal amount of the related series of first
mortgage bonds. Puget Sound Energy will not permit, at any time prior to the release date, the total principal
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amount of first mortgage bonds securing senior notes held by the senior note trustee to be less than the total principal amount of senior notes outstanding. Following the
release date, Puget Sound Energy will cause the mortgages to be discharged and will not issue any additional first mortgage bonds under its electric utility mortgage or
gas utility mortgage. While Puget Sound Energy will be precluded after the release date from issuing additional first mortgage bonds, it will not be precluded under the
senior note indenture or senior notes from issuing or assuming other secured debt, or incurring liens on its property, except to the extent indicated below under “—
Certain Covenants of Puget Sound Energy — Limitation on Liens.”

Events of Default
The following constitute events of default under senior notes of any series:

« failureto pay principa of, and any premium on, any senior note of the series when due for five days;

« failureto pay interest on any senior note of the series when due for 30 days;

« failure to perform any other covenant or agreement of Puget Sound Energy in the senior notes of the series for 90 days after written notice to Puget Sound
Energy by the senior note trustee or the holders of at least a majority in total principal amount of the outstanding senior notes;

« prior to the release date, a default occurs under the gas utility mortgage and the gas utility mortgage trustee or the holders of at least a mgjority in total
principal amount of the outstanding senior notes give notice of the default to the senior note trustee;

« prior to the release date, a default occurs under the electric utility mortgage and the electric utility mortgage trustee or the holders of at least a mgjority in total
principal amount of the outstanding senior notes give notice of the default to the senior note trustee;

« if any substituted mortgage bonds are outstanding, a default occurs under the substitute mortgage and the trustee under the substitute mortgage or the holders
of at least amajority in total principal amount of the outstanding senior notes give notice of the default to the senior note trustee; and

« events of bankruptcy, insolvency or reorganization of Puget Sound Energy specified in the senior note indenture.

If an event of default occurs and is continuing, either the senior note trustee or the holders of at least a majority in total principal amount of the outstanding senior notes
may declare the principal amount of all senior notes to be due and payable immediately.

The senior note trustee generally will be under no obligation to exercise any of itsrights or powers under the senior note indenture at the request or direction of any of
the holders of senior notes of a series unless those holders have offered to the senior note trustee reasonable security or indemnity. Subject to the provisions for
indemnity and certain other limitations contained in the senior note indenture, the holders of at least a majority in total principal amount of the outstanding senior notes
of aseries generally will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the senior note trustee, or of
exercising any trust or power conferred on the senior note trustee. The holders of at least a mgjority in principal amount of the outstanding senior notes of such series
generally will have the right to waive any past default or event of default (other than a payment default) on behalf of all holders of senior notes of the series.

No holder of senior notes of a series may institute any action against Puget Sound Energy under the senior note indenture unless

« that holder givesto the senior note trustee advance written notice of default and its continuance;

« the holders of not less than a majority in total principal amount of senior notes of the series then outstanding affected by that event of default request the
senior note trustee to institute such action;

11



« that holder has offered the senior note trustee reasonable indemnity; and

« the senior note trustee shall not have instituted such action within 60 days of such request.

Furthermore, no holder of senior notes will be entitled to institute any such action if and to the extent that the action would disturb or prejudice the rights of other
holders of senior notes of the series.

Within 90 days after the occurrence of adefault with respect to the senior notes of a series, the senior note trustee must give the holders of the senior notes of that series
notice of the default if known to the senior note trustee, unless cured or waived. The senior note trustee may withhold the notice if it determinesin good faith that itisin
the interest of the holders to do so except in the case of default in the payment of principal of, and interest and/or any premium on, any senior notes of the series. Puget
Sound Energy is required to deliver to the senior note trustee each year a certificate as to whether or not, to the knowledge of the officers signing the certificate, Puget
Sound Energy isin compliance with the conditions and covenants under the senior note indenture.

Modification

Except as provided in the paragraph below, Puget Sound Energy and the senior note trustee cannot modify or amend the senior note indenture without the consent of the
holders of at least amajority in principal amount of the outstanding affected senior notes. In addition, Puget Sound Energy and the senior note trustee cannot modify or
amend the senior note indenture without the consent of the holder of each outstanding senior note of a seriesto

« change the maturity date of any senior note of the series;

« reduce therate (or change the method of calculation of the rate) or extend the time of payment of interest on any senior note of the series;

« reduce the principal amount of, or premium payable on, any senior note of the series;

« change the coin or currency of any payment of principal of, and interest and/or any premium on, any senior note of the series;

« change the date on which any senior note of the series may be redeemed or repaid at the option of its holder or adversely affect the rights of a holder to
institute suit for the enforcement of any payment on or with respect to any senior note of the series;

« impair the interest of the senior note trustee in the first mortgage bonds securing the senior notes of the series held by it or, prior to the release date, reduce the
principal amount of any series of first mortgage bonds securing the senior notes of the series to an amount less than the principal amount of the related series
of senior notes or alter the payment provisions of the first mortgage bonds in a manner adverse to the holders of the senior notes; or

« modify or reduce the percentage of holders of senior notes of the series necessary to modify or amend the senior note indenture or to waive any past default to
less than a mgjority.

Puget Sound Energy and the senior note trustee can modify and amend the senior note indenture without the consent of the holders in certain cases, including

« to add to the covenants of Puget Sound Energy for the benefit of the holders or to surrender aright conferred on Puget Sound Energy in the senior note
indenture;

« toadd further security for the senior notes of the series;

« to supply omissions, cure ambiguities or correct defects, which actions, in each case, are not prejudicial to the interests of the holdersin any material respect;
or

* to make any other changesthat are not prejudicial to the holders of senior notes of the series.
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Defeasance and Discharge

The senior note indenture provides that Puget Sound Energy will be discharged from any and all obligations with respect to the senior notes of a series and the senior
note indenture (except for obligations to register the transfer or exchange of senior notes, replace stolen, lost or mutilated senior notes and maintain paying agencies) if,
among other things, Puget Sound Energy irrevocably deposits with the senior note trustee, in trust for the benefit of holders of senior notes of the series, money or
certain United States government obligations, or any combination of money or government obligations, which through the payment of interest and principal on the
deposits in accordance with their terms must provide money in an amount sufficient, without reinvestment, to make all payments of principal of, and any premium and
interest on, the senior notes on the dates those payments are due in accordance with the terms of the senior note indenture and the senior notes of the series. Unless all
the senior notes of the series are to be due within 90 days of the deposit by redemption or otherwise, Puget Sound Energy must also deliver to the senior note trustee an
opinion of counsdl to the effect that the holders of the senior notes of the series will not recognize income, gain or loss for federal income tax purposes as a result of the
defeasance or discharge of the senior notes. Thereafter, the holders of senior notes must look only to the deposit for payment of the principal of, and interest and any
premium on, the senior notes.

Consolidation, Merger and Sale or Disposition of Assets
Puget Sound Energy may consolidate with or merge into, or sell or otherwise dispose of its properties as or substantially as an entirety if
« the successor or transferee corporation is a corporation organized and existing under the laws of the United States, any state thereof or the District of

Columbig;

« the new corporation assumes the due and punctual payment of the principal of, and premium and interest on, all the senior notes and the performance of every
covenant of the senior note indenture to be performed or observed by Puget Sound Energy;

« prior to the release date, the new corporation assumes Puget Sound Energy’ s obligations under its electric utility mortgage and gas utility mortgage with
respect to first mortgage bonds securing senior notes; and

« after the release date and there are substitute first mortgage bonds outstanding, the new corporation assumes Puget Sound Energy’ s obligations under the
substitute first mortgage with respect to substitute first mortgage bonds securing senior notes.

The senior note indenture defines “al or substantially all” of the assets of Puget Sound Energy as being 50% or more of the total assets of Puget Sound Energy as
shown on its balance sheet as of the end of the prior year. The senior note indenture specifically permits any sale, transfer or other disposition during a calendar year of
less than 50% of total assets without the consent of the holders of the senior notes and without the assumption by the transferee of Puget Sound Energy’ s obligations on
the senior notes and covenants contained in the senior note indenture.

Certain Covenants of Puget Sound Energy

Limitation on Liens

Puget Sound Energy cannot issue any first mortgage bonds other than first mortgage bonds that secure senior notes. After the release date, Puget Sound Energy will be
precluded from issuing additional first mortgage bonds under its electric utility mortgage and gas utility mortgage. Unless substitute first mortgage bonds are i ssued to
secure senior notes, after the release date, Puget Sound Energy may not issue, assume, guarantee or permit to exist any debt that is secured by any mortgage, security
interest, pledge or other lien of or upon any real property or other depreciable asset used in Puget Sound Energy’ s electric and gas utility business without effectively
securing the senior notes (together with, if Puget Sound Energy shall so determine, any other
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indebtedness of Puget Sound Energy ranking equally with the senior notes) equally and ratably with that debt. The foregoing restriction will not apply to

« lienson any property existing at the time of its acquisition (but excluding any extension of or addition to that property unless the terms of the mortgage as of
the date of the acquisition of the property provide that the mortgage shall be secured by extensions or additions to the property);

« liensto secure the payment of all or part of the purchase price of property or to secure any debt incurred prior to, at the time of or within 180 days after the
acquisition of that property for the purpose of financing all or part of the purchase price of the property;

« liens secured by property used in the generation of electricity;

« liensexisting as of the date of the senior note indenture;

« permitted encumbrances similar to the permitted encumbrances under the electric utility mortgage;

« any extension, renewal or replacement (or successive extensions, renewals or replacements), in whole or in part, of any lien referred to in the bullet points
above; provided, however, that the principal amount of debt secured thereby may not exceed the principal amount of debt (plus any premium or fee payablein
connection with such extension, renewal or replacement) so secured at the time of such extension, renewal or replacement; and provided, further, that such
lien must be limited to all or such part of the property which was subject to the mortgage so extended, renewed or replaced (plus improvements on such

property);

¢ liensinfavor of the United States, any state thereof, any other country or any political subdivision of any of the foregoing, to secure partial, progress, advance
or other payments under any contract or statute; or

¢ liens securing industrial development, pollution control or similar revenue bonds.

Notwithstanding the foregoing restriction, Puget Sound Energy may create, assume or incur any lien not excepted above without equally and ratably securing the senior
notes if the aggregate amount of all debt then outstanding and secured by that lien or any other lien not excepted above, together with all net sale proceeds from sale and
leaseback transactions that are not described in “ — Limitations on Sale and L easeback Transactions’ below, does not exceed 15% of Puget Sound Energy’s total
consolidated capitalization as shown on its latest audited consolidated balance sheet.

Limitations on Sale and Lease Back Transactions

Unless substituted first mortgage bonds are issued to secure the senior notes, after the release date Puget Sound Energy may not sell or transfer any real property interest
or other depreciable asset and take back alease of that property unless

« the sale and leaseback transaction occurs within 180 days after the later of the date of acquisition of the property or the date of the completion of construction
or commencement of full operations on the property or

« within 120 days after the sale and leaseback transaction, Puget Sound Energy applies or causes to be applied to the retirement of debt of Puget Sound Energy
(other than debt which is subordinate in right of payment to senior notes) an amount not |ess than the net proceeds of the sale of the property.

Notwithstanding the foregoing restriction, Puget Sound Energy may effect any sale and leaseback transaction not excepted above if the net sale proceeds from the sale
and leaseback transaction, together with the net sale proceeds from all other sale and leaseback transactions not excepted above and all debt then outstanding and
secured by mortgages not described in any of the bullet points under “— Limitations on Liens,” do not exceed 15% of Puget Sound Energy’ s total consolidated
capitalization as shown on its latest audited consolidated balance sheet. Puget Sound Energy may also effect any sale and leaseback transaction involving alease for a
period, including renewals, of not more than 36 months.
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Voting of First Mortgage Bonds Held by Senior Note Trustee

The senior note trustee, as the holder of first mortgage bonds securing senior notes, will attend any meeting of bondholders under Puget Sound Energy’ s electric utility
mortgage and gas utility mortgage or, at its option, will deliver its proxy in connection therewith as it relates to matters with respect to which it is entitled to vote or
consent. The senior note trustee will vote al the electric utility bonds or gas utility bonds held by it, or will consent with respect thereto, as directed by holders of at
least amgjority in total principal amount of the outstanding senior notes; provided, however, that the senior note trustee is not required to vote the electric utility bonds
or gas utility bonds of any particular issuein favor of, or give consent to, any action except upon notification by the senior note trustee to the holders of the related issue
of senior notes of such proposal and consent thereto of the holders of at least a majority in principal amount of the outstanding senior notes of such issue.

Concerning the Senior Note Trustee

State Street Bank and Trust Company is both the senior note trustee under the senior note indenture and the mortgage trustee under the electric utility mortgage
indenture. Puget Sound Energy and its affiliates do not currently maintain any other banking relationships with State Street Bank and Trust Company in the ordinary
course of business, but Puget Sound Energy may choose to do so in the future.

The senior note trustee may resign at any time by giving written notice to Puget Sound Energy specifying the day on which the resignation isto take effect. The
resignation will take effect immediately upon the later of the appointment of a successor senior note trustee and the day specified by the senior note trustee.

The senior note trustee may be removed at any time by a written instrument filed with the senior note trustee and signed by the holders of at least a mgjority in total
principal amount of outstanding senior notes. In addition, if no event of default has occurred and is continuing, Puget Sound Energy may remove the senior note trustee
upon notice to the holder of each senior note outstanding and the senior note trustee, and appointment of a successor senior note trustee.

Description of the First Mortgage Bonds

The first mortgage bonds securing the senior notes are to be issued under Puget Sound Energy’ s electric utility mortgage indenture or its gas utility mortgage indenture,
each as amended and supplemented by various supplemental indentures. State Street Bank and Trust Company will act as the electric utility mortgage trustee and The
Bank of New Y ork Company, Inc. will act as the gas utility mortgage trustee.

The statements herein concerning these mortgage indentures are outlines and are not complete and are subject to, and qualified in their entirety by, all the provisions of
the electric utility mortgage indenture and the gas utility mortgage indenture, which are exhibits to the registration statement of which this prospectus forms a part. They
make use of defined terms and are qualified in their entirety by express reference to the mortgage indentures, copies of which are available upon request to the senior
note trustee.

First mortgage bonds securing senior notes will be issued as security for Puget Sound Energy’ s obligations under the senior note indenture and will be immediately
delivered to and registered in the name of the senior note trustee. The first mortgage bonds securing senior notes will be issued as security for senior notes of a series
and will secure the senior notes of that series until the rel ease date. The senior note indenture provides that the senior note trustee shall not transfer any first mortgage
bonds securing senior notes except to a successor trustee, to Puget Sound Energy (as provided in the senior note indenture) or in compliance with a court order in
connection with a bankruptcy or reorganization proceeding of Puget Sound Energy.

First mortgage bonds securing senior notes will correspond to the senior notes of their related seriesin respect of principal amount, interest rate, maturity date and
redemption provisions. Upon payment of the
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principal or any premium or interest on senior notes of a series, the related first mortgage bondsin a principal amount equal to the principal amount of the senior notes
will, to the extent of the payment of principal, premium or interest, be deemed fully paid and the obligation of Puget Sound Energy to make the payment shall be
discharged.
The Electric Utility Mortgage Bonds
Priority and Security

The electric utility mortgage bonds securing senior notes of any serieswill rank equally asto security with bonds of other series now outstanding or issued later under
the electric utility mortgage. This security isadirect first lien on Puget Sound Energy’s electric utility property and its electric franchises and permits, other than
property expressly excluded from the lien. Property expressly excluded from the lien includes

¢ cash, securities, notes, accounts receivable and similar instruments,

« conditiona sales, appliance rental or lease agreements,

« materials and supplies held for use in the ordinary course of business,

« merchandise held for the purpose of sale, lease or distribution;

¢ fud (including fissionable material) and personal property consumable in operations;

« timber, oil, gas and other minerals under or upon lands of Puget Sound Energy;

« office furniture and equipment, automobiles and similar transportation equipment; and

« nonutility property.

Thelien of the electric utility mortgage is subject to excepted encumbrances (and certain other limitations) as defined and described in the electric utility mortgage
indenture. It is also subject to the lien of the gas utility mortgage with respect to Puget Sound Energy’ s gas utility property that was acquired in connection with the
merger with Washington Energy Company on February 10, 1997. The electric utility mortgage indenture permits the acquisition of property subject to prior liens.

Dividend Restriction

So long as any of the electric utility mortgage bonds are outstanding, Puget Sound Energy shall not do either of the following, except out of net income available for
dividends on its common stock, accumulated after December 31, 1957, plus the sum of $7,500,000:

« declare or pay any dividends (other than dividends payable in Puget Sound Energy’s common stock) or make any other distribution on any shares of its
common stock or

¢ purchase, redeem or otherwise retire for consideration any shares of stock.

Issuance of Electric Utility Mortgage Bonds and Withdrawal of Cash Deposited Against That |ssuance
The principal amount of electric utility mortgage bonds that Puget Sound Energy may issue under the electric utility mortgage is not limited, provided that the issuance
testsin the electric utility mortgage are satisfied. Electric utility mortgage bonds may be issued from time to time against one or more of the following:

*  60% of unfunded net property additions;

« deposit of cash with the electric utility mortgage trustee; and

¢ 100% of unfunded electric utility mortgage bond credits.
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The issuance of electric utility mortgage bonds is subject to net earnings available for interest being at least two times the annual interest requirements on all electric
utility mortgage bonds and prior lien debt to be outstanding. Cash deposited is withdrawable against 60% of unfunded net additions and 100% of unfunded electric
utility mortgage bond credits.

Depreciation Fund

Puget Sound Energy will pay cash or deliver electric utility mortgage bonds of any seriesto the electric utility mortgage trustee by May 31 of each year in an amount
equal to the minimum provision for depreciation for the preceding year (i.e., an amount by which 15% of gross utility operating revenues of Puget Sound Energy, after
deducting cost of electricity purchased, fuel costs, and rental and |ease payments, exceeds maintenance, repairs and renewals). Cash held in the depreciation fund may
be applied to the retirement of the electric utility mortgage bonds of certain of the Secured Medium-Term Notes, Series A, certain of the Secured Medium-Term Notes,
Series B, the 7.05% Series due 2021, the 7.25% Series due 2021 and the 6.80% Series due 2022 (the last three series were issued as collateral for City of Forsyth,
Rosebud County, Montana, Pollution Control Revenue Refunding Bonds) at a price not exceeding the applicable regular redemption price thereof, or other electric
utility mortgage bonds at a price not exceeding the applicable special redemption price thereof. In lieu of paying cash or delivering electric utility mortgage bonds,
Puget Sound Energy has the option of satisfying this obligation through the use of unfunded property additions or unfunded electric utility mortgage bond credits. Cash
and electric utility mortgage bonds held in the depreciation fund may also be withdrawn by using either unfunded property additions or unfunded electric utility
mortgage bond credits.

Modification of Mortgage

The rights of the bondholders under the electric utility mortgage may be modified by Puget Sound Energy with the consent of the holders of at least 66-2/3% in total
principal amount of the electric utility bonds, and of not less than 66-2/3% of the total principal amount of each series affected. In general, however, no modification of
the terms of payment of principal or interest and no modification affecting the lien or reducing the percentage required for modification is effective against any
bondholder without the bondholder’ s consent.

Concerning the Mortgage Trustee
State Street Bank and Trust Company is the mortgage trustee under the electric utility mortgage indenture. Puget Sound Energy and its affiliates do not currently
maintain any other banking relationships with State Street Bank and Trust Company in the ordinary course of business, but Puget Sound Energy may chooseto do soin
the future.

The holders of amajority in total principal amount of the electric utility mortgage bonds have the right to require the electric utility mortgage trustee to enforce the
electric utility mortgage, but the electric utility mortgage trustee is entitled to receive reasonable indemnity and is not required to act under certain circumstances.

Defaults
The electric utility mortgage defines the following as “ defaults:”

« failureto pay principal and premium when due;

« failureto pay interest for 30 days after becoming due;

« failureto pay any installment of any sinking or other purchase fund for 60 days after becoming due;

« anunstayed continuance for 90 days after an entry of an order for reorganization or an appointment of atrustee;
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¢ certain eventsin bankruptcy, insolvency or reorganization;

¢ anunstayed continuance for 90 days after entry of ajudgment in excess of $100,000; and

« failurefor 90 days after notice to observe other covenants or conditions.

The electric utility mortgage indenture does not contain a provision requiring any periodic evidence to be furnished as to the absence of default or asto compliance with
the terms thereof.

Gas Utility Mortgage Bonds
Priority and Security

The gas utility mortgage bonds securing senior notes of any series will rank equally as to security with gas utility mortgage bonds of other series now outstanding or
issued later under the gas utility mortgage indenture. This security isadirect first lien on all of Puget Sound Energy’s gas utility property, on its gas utility franchises
and permits and on its gas purchase contracts (other than certain property expressly excluded from the lien. Property expressly excluded from the lien includes

¢ cash, securities, notes, accounts receivable and similar instruments,

« conditiona sales, appliance rental or lease agreements,

« equipment, materials, supplies and merchandise held by Puget Sound Energy for consumption in the ordinary course of business or acquired for sale, lease or
distribution;

« gasor liquid hydrocarbonsin pipelines and in storage;

« fuel and personal property consumable in operations;

¢ oail, gasand other minerals and timber under or upon lands of Puget Sound Energy;

« office furniture and equipment, automobiles and similar transportation equipment;

« nonutility property; and

« certain property of a successor corporation in amerger or consolidation.

All property owned by Puget Sound Energy immediately prior to its merger with Washington Energy Company on February 10, 1997 is excepted from the lien of the
gas utility mortgage . All property acquired by Puget Sound Energy after the merger is also excepted from the lien, unless the property improves or replaces the gas
utility property owned by Washington Energy Company at the time of the merger. Thislien is subject to excepted encumbrances (and certain other limitations) as
defined and described in the gas utility mortgage indenture. The mortgage indenture permits the acquisition of property subject to prior liens, but this property will not
be considered as additional property under the gas utility mortgage until the prior lien is paid.

Dividend Restriction

If the aggregate amount of all the dividends, distributions and expenditures listed below made since September 30, 1994 would exceed the aggregate amount of the net
income of Puget Sound Energy accumulated after September 30, 1994 plus the sum of $20,000,000, Puget Sound Energy shall not do any of the following so long as
any of Puget Sound Energy’s Secured Medium-Term Notes, Series C, issued under the gas utility mortgage, are outstanding:

« declare or pay any dividends (other than dividends payable in Puget Sound Energy’s common stock) or make any other distribution on any shares of its
common stock, or

* purchase, redeem or otherwise retire for consideration any shares of stock (other than in exchange for, or from the net cash proceeds of, other new shares of
capital stock of Puget Sound Energy and other than
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any shares of any class of stock ranking as to dividends or assets prior to Puget Sound Energy’s common stock required to be purchased, redeemed or
otherwise retired for any sinking fund or purchase fund for that class of stock).
Renewal Fund

Puget Sound Energy will pay cash and/or deliver gas utility mortgage bonds (taken at the principal amount thereof) to the gas utility mortgage trustee for deposit into a
renewal fund on or before May 1 of each year in an amount equal to

« thegreater of

 the aggregate amount of the minimum provision for depreciation (i.e., an amount computed at the rate of 2% per annum, or another rate as may be
permitted or required by the Washington Utilities and Transportation Commission, of the book value of depreciable gas utility property subject to the
lien of the gas utility mortgage and not to prior liens) from March 1, 1957 to the end of the next preceding calendar year or

 the aggregate amount of retirements for the same period

in excess of

« thegreater of

« the aggregate amount for the minimum provision for depreciation or retirements, whichever is greater, shown in the next preceding renewal fund
certificate filed with the gas utility mortgage trustee pursuant to the requirements of Section 4.04 of the gas utility mortgage or

 the aggregate amount for the minimum provision for depreciation or retirements, whichever is greater, shown in the latest certificate of available net
additions delivered to the gas utility mortgage trustee pursuant to Section 2.01 of the gas utility mortgage;

less the aggregate amount of gas utility mortgage bonds retired by sinking fund operations, not theretofore used as a credit on account of the renewal fund in previous
renewal fund certificates. The renewal fund obligation may be satisfied in whole or in part by credits consisting of unfunded property additions and/or unfunded gas
utility mortgage bonds credits.

Any cash deposited in the renewal fund, if and to the extent that Puget Sound Energy at the time does not have property additions available for use as a credit to satisfy
the renewal fund obligation, may, upon the written order of Puget Sound Energy, be applied by the gas utility mortgage trustee to the redemption of gas utility mortgage
bonds or, if not so applied pursuant to the provisions of the gas utility mortgage, to the retirement of gas utility mortgage bonds.

Issuance of Gas Bonds and Withdrawal of Cash Deposited Against Such Issuance

The principal amount of gas utility mortgage bonds issuable under the gas utility mortgage is not limited, provided that the issuance tests in the gas utility mortgage are
satisfied. Gas utility mortgage bonds may be issued from time to time against one or more of the following:

*  60% of unfunded net property additions;

« deposit of cash with the gas utility mortgage trustee; and

« 100% of unfunded gas utility mortgage bond credits.
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With certain exceptions, the issuance of gas utility mortgage bonds is subject to net earnings available for interest being at least

« two times the annual interest requirements on all gas utility mortgage bonds and prior lien debt to be outstanding and

« solong as gas utility mortgage bonds issued prior to the date of this prospectus are outstanding, 1.75 times the annual interest requirements on all
indebtedness of Puget Sound Energy to be outstanding immediately after such issuance.

Cash deposited is withdrawable against 60% of unfunded net property additions in the case of moneys on deposit with the gas utility mortgage trustee for the purpose

described above, 100% of the amount of unfunded net additions in the case of any other trust moneys and 100% of unfunded gas utility mortgage bond credits.
Modification of Mortgage

The rights of the bondholders under the gas utility mortgage may be modified by Puget Sound Energy with the consent of the holders of at least 66-2/3% in total

principal amount of the gas utility mortgage bonds and of not less than 66-2/3% of the total principal amount of each series affected. In general, however, no

modification of the terms of payment of principal or interest and no modification affecting the lien or reducing the percentage required for modification is effective

against any bondholder without the bondholder’ s consent.

Concerning the Mortgage Trustee

The Bank of New Y ork Company, Inc. is the gas utility mortgage trustee under the mortgage indenture. The Bank of New Y ork Company, Inc. is one of the lenders
under Puget Sound Energy’ s revolving credit facility.

The holders of at least a majority in total principal amount of the gas utility mortgage bonds have the right to require the gas utility mortgage trustee to enforce the gas
utility mortgage, but the gas utility mortgage trustee is entitled to receive reasonable indemnity and is not required to act under certain circumstances.

Defaults
The gas utility mortgage defines the following as “ defaults:”

« failureto pay principal and premium when due;

« failureto pay interest for 10 days after becoming due;

« failureto pay any installment of any sinking or other purchase fund for 30 days after becoming due;

« certain eventsin bankruptcy, insolvency or reorganization;

« failure to pay money due under any indebtedness other than gas utility mortgage bonds in an amount of $500,000 or more or the failure to perform any other
agreement evidencing the indebtedness if Puget Sound Energy’ s failure causes any payments to become due prior to the due date;

« ajudgment against Puget Sound Energy in excess of $100,000 that continues unstayed and unsatisfied for a period of 90 days following entry of the
judgment; and

« failurefor 30 days after notice to observe other covenants or conditions.

The gas utility mortgage indenture does not contain a provision requiring any periodic evidence to be furnished as to the absence of default or asto compliance with the
terms thereof.
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Unsecured Debentures

The unsecured debentures will be issued under the unsecured debt indenture and, unless otherwise specified in the applicable prospectus supplement, will rank equally
with our other unsecured and unsubordinated indebtedness. The unsecured debt indenture does not limit the aggregate principal amount of unsecured debt securities that
may beissued under the indenture.

Subordination

If unsecured debt securities are issued to the capital trust or the trustee of the capital trust in connection with the issuance of trust preferred securities of the capital trust,
or if otherwise specified in the applicable prospectus supplement, the unsecured debentures will rank subordinated and junior in right of payment, to the extent set forth
in the unsecured indenture, to all “senior indebtedness’ of Puget Sound Energy.

“Senior indebtedness’ means distributions on the following, whether outstanding on the date of execution of the subordinated debt indenture or thereafter incurred,
created or assumed:

¢ indebtedness of Puget Sound Energy for money borrowed by Puget Sound Energy or evidenced by debentures (other than the subordinated debentures), notes,
bankers' acceptances or other corporate debt securities or similar instruments issued by Puget Sound Energy;

« capital lease obligations of Puget Sound Energy;

« obligations of Puget Sound Energy incurred for deferring the purchase price of property, with respect to conditional sales, and under any title retention
agreement (but excluding trade accounts payable arising in the ordinary course of business);

¢ obligations of Puget Sound Energy with respect to letters of credit;

« al indebtedness of others of the type referred to in the four preceding clauses assumed by or guaranteed in any manner by Puget Sound Energy or in effect
guaranteed by Puget Sound Energy;

« al indebtedness of others of the type referred to in the five preceding bullet points secured by alien on any of Puget Sound Energy’s property or assets; or

« renewals, extensions or refundings of any of the indebtedness referred to in the preceding five clauses unless, in the case of any particular indebtedness,
renewal, extension or refunding, under the express provisions of the instrument creating or evidencing the same or the assumption or guarantee of the same, or
pursuant to which the same is outstanding, such indebtedness or such renewal, extension or refunding thereof is not superior in right of payment to the
subordinated debt securities.

If Puget Sound Energy defaults in the payment of any distributions on any senior indebtedness when it becomes due and payable after any applicable grace period, then,
unless and until the default is cured or waived or ceases to exist, Puget Sound Energy cannot make a payment on account of or redeem or otherwise acquire the
subordinated debentures issued under the unsecured debt indenture. The unsecured debt indenture provisions described in this paragraph, however, do not prevent Puget
Sound Energy from making sinking fund payments in subordinated debentures acquired prior to the maturity of senior indebtedness or, in the case of default, prior to
such default and notice thereof. If thereis any insolvency, bankruptcy, liquidation or other similar proceeding relating to Puget Sound Energy, its creditors or its
property, then all senior indebtedness must be paid in full before any payment may be made to any holders of subordinated debentures. Holders of subordinated
debentures must return and deliver any payments received by them, other than in a plan of reorganization or through a defeasance trust as described above, directly to
the holders of senior indebtedness until all senior indebtednessis paidin full.

The unsecured debt indenture does not limit the total amount of senior indebtedness that may beissued. As of December 31, 2001, senior indebtedness of Puget Sound
Energy totaled approximately $2,170,815,000.
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Certain Covenants if Subordinated Debentures Are I ssued to the Capital Trust

If subordinated debt securities are issued to the capital trust or the trustee of the capital trust in connection with the issuance of trust preferred securities of the capital
trust, Puget Sound Energy will covenant that it will not make the payments and distributions described below if

¢ anevent of default has occurred under the unsecured debt indenture;

« anevent occurs that Puget Sound Energy has actual knowledge of, which, with the giving of notice or the lapse of time, or both, would constitute an event of
default under the unsecured debt indenture and which it has not taken reasonabl e steps to cure;

e itisindefault with respect to its payment obligations under the guarantees relating to the trust preferred securities; or

« it has elected to defer payments of interest on the related subordinated debentures by extending the interest payment period and that deferral is continuing.

In these circumstances, Puget Sound Energy will not

¢ declare or pay any dividends or distributions on, or redeem, purchase, or make aliquidation payment with respect to, any of Puget Sound Energy’s capital
stock other than

 dividends or distributions in shares of, or options, warrants or rights to subscribe for or purchase shares of, its common stock;

 transactions relating to a shareholders’ rights plan;

» payments under the preferred securities guarantee;

» asaresult of and only to the extent required in order to avoid the issuance of fractional shares of capital stock following areclassification of its capital
stock or the exchange or conversion of one class or series of its capital stock for another class or series of its capital stock; and

« the purchase of fractional share interests upon conversion or exchange of its capital stock or

« make any payment of principal, interest or any premium on, or repay or repurchase or redeem any debt securities (including guarantees) of Puget Sound
Energy that rank equal with or junior to, the subordinated debentures.

In addition, if subordinated debt securities are issued in connection with the issuance of trust preferred securities of the capital trust, Puget Sound Energy will agree
« tomaintain, directly or indirectly, 100% ownership of the capital trust common securities, provided that certain successors permitted pursuant to the indenture
may succeed to Puget Sound Energy’ s ownership of the common securities;

« not to voluntarily dissolve, wind up or liquidate the trust, except

 in connection with a distribution of the subordinated debentures to the holders of the trust preferred securities in liquidation of the related capital trust or

* in connection with specified mergers, consolidations or amalgamations permitted by the amended and restated trust agreement and

« touseitsreasonable efforts to cause the related capital trust to remain classified as a grantor trust and not as an association taxable as a corporation for United
States federal income tax purposes.
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Events of Default

The unsecured debt indenture provides that events of default regarding any series of unsecured debentures include the following events which shall have occurred and
be continuing:

« failureto pay required interest on the series of unsecured debentures for 30 days;

« failure to pay when due principal on the series of unsecured debentures,

« failure to make any required deposit or payment of any sinking fund or anal ogous payment on the series of unsecured debentures when due;

« failureto perform, for 90 days after notice, any other covenant in the unsecured debt indenture applicable to the series of unsecured debentures;

¢ certain events of bankruptcy or insolvency, whether voluntary or not; and

« with respect to a series of unsecured subordinated debentures issued to a capital trust in connection with the issuance by the capital trust of trust preferred
securities, the capital trust is voluntarily or involuntarily dissolved, wound up or terminated, except in connection with

« thedistribution of the subordinated debentures to the holders of the common securities and the trust preferred securitiesin liquidation of the capital trust;

 theredemption of all outstanding common securities and trust preferred securities of the capital trust; and

* mergers, consolidation or amalgamations permitted by the declaration of that capital trust.

If an event of default regarding unsecured debentures of any series should occur and be continuing, either the unsecured debenture trustee or the holders of at least 25%
in total principal amount of outstanding unsecured debentures of such series may declare each unsecured debenture of that seriesimmediately due and payable.

Holders of at least amajority in total principal amount of the outstanding unsecured debentures of any series will be entitled to control certain actions of the unsecured
debenture trustee and to waive past defaults regarding such series. The trustee generally will not be required to take any action requested, ordered or directed by any of
the holders of unsecured debentures, unless one or more of such holders shall have offered to the trustee reasonable security or indemnity.

Before any holder of any series of unsecured debentures may institute action for any remedy, except payment on such holder’ s unsecured debentures when due, the
holders of not less than 25% in principal amount of the unsecured debentures of that series outstanding must request the unsecured debenture trustee to take action.
Holders must also offer and give the unsecured debenture trustee satisfactory security and indemnity against liabilities incurred by the trustee for taking such action.

Puget Sound Energy is required to annually furnish the unsecured debenture trustee a statement as to Puget Sound Energy’ s compliance with all conditions and
covenants under the unsecured debt indenture. The unsecured debenture trustee is required, within 90 days after the occurrence of a default with respect to a series of
unsecured debentures, to give notice of all defaults affecting such series of unsecured debentures to each holder of such series of debentures. However, the unsecured
debt indenture provides that the unsecured debenture trustee may withhold notice to the holders of the unsecured debentures of any series of any default affecting such
series, except payment on holders' unsecured debentures when due, if it considers withholding notice to be in the interests of the holders of the unsecured debentures of
such series.

Consolidation, Merger or Sale of Assets

The unsecured debt indenture provides that Puget Sound Energy may consolidate with or merge into, or sell, lease or convey its property as an entirety or substantially
as an entirety to, any other corporation if the successor
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corporation assumes the obligations of Puget Sound Energy under the unsecured debentures and the unsecured debt indenture and is organized and existing under the
laws of the United States, any state thereof or the District of Columbia.

Madification of the Indenture

The unsecured debt indenture permits Puget Sound Energy and the unsecured debenture trustee to enter into supplemental indentures without the consent of the holders
of the unsecured debentures to:

« establish the form and terms of any series of securities under the unsecured debt indenture;

« secure the debentures with property or assets,

« evidence the succession of another corporation to Puget Sound Energy, and the assumption by the successor corporation of Puget Sound Energy’s obligations,
covenants and agreements under the unsecured debt indenture;

« add covenants of Puget Sound Energy for the benefit of the holders of the unsecured debentures;

¢ cureany ambiguity or correct or supplement any provision in the indenture or any supplement to the indenture, provided that no such action adversely affects
the interests of the holders of the unsecured debentures; and

« evidence and provide for the acceptance of a successor trustee.

The unsecured debt indenture also permits Puget Sound Energy and the unsecured debenture trustee, with the consent of the holders of at least a majority in total
principal amount of the unsecured debentures of all series then outstanding and affected (voting as one class), to change in any manner the provisions of the unsecured
debt indenture or modify in any manner the rights of the holders of the unsecured debentures of each such affected series. Puget Sound Energy and the trustee may not,
without the consent of the holder of each unsecured debenture affected, enter into any supplemental indenture to

« change the time of payment of the principal;

« reduce the principal amount of such unsecured debentures;

« reduce the rate or change the time of payment of interest on such unsecured debentures;

« reduce any amount payable upon redemption of such unsecured debentures; or

« impair the right to institute suit for the enforcement of any payment on any unsecured debentures when due.

In addition, no such modification may reduce the percentage in principal amount of the unsecured debentures of the affected series, the consent of whose holdersis
required for any such modification or for any waiver provided for in the unsecured debt indenture.

Prior to the acceleration of the maturity of any unsecured debentures, the holders, voting as one class, of amajority in total principal amount of the unsecured
debentures with respect to which a default or event of default has occurred and is continuing, may, on behalf of the holders of all such affected unsecured debentures,
waive any past default or event of default and its consequences, except a default or event of default in the payment of the principal or interest or in respect of a covenant
or provision of the applicable indenture or of any unsecured debenture that cannot be modified or amended without the consent of the holder of each unsecured
debenture affected.

Defeasance, Covenant Defeasance and Discharge

The unsecured debt indenture provides that, at the option of Puget Sound Energy, Puget Sound Energy will be discharged from all obligationsin respect of the
unsecured debentures of a particular series then outstanding
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(except for certain obligations to register the transfer of or exchange the unsecured debentures of such series, to replace stolen, lost or mutilated unsecured debentures of
such series, to maintain paying agencies and to maintain the capital trust described below) if Puget Sound Energy in each case irrevocably depositsin trust with the
relevant trustee money, and/or securities backed by the full faith and credit of the United States that, through the payment of the principal thereof and the interest
thereon in accordance with their terms, will provide money in an amount sufficient to pay all the principal and interest on the unsecured debentures of such series on the
stated maturities of such unsecured debentures in accordance with the terms thereof.

To exercise this option, Puget Sound Energy is required to deliver to the relevant trustee an opinion of independent counsel to the effect that the exercise of such option
would not cause the holders of the unsecured debentures of such series to recognize income, gain or loss for United States federal income tax purposes as a result of
such defeasance, and such holders will be subject to United States federal income tax on the same amounts, in the same manner and at the same times as would have
been the case if such defeasance had not occurred.

Trust Preferred Securities
The capital trust may issue only one series of trust preferred securities. The terms of the trust preferred securities will include those stated in the amended and restated
trust agreement of the capital trust. For a complete description of the trust preferred securities, please read the applicable prospectus supplement and the amended and

restated trust agreement, a form of which is an exhibit to the registration statement of which this prospectus forms a part. The prospectus supplement relating to trust
preferred securities being offered will include specific terms relating to the offering. These terms will include some or al of the following:

« thedesignation and number of trust preferred securities to be offered, which will represent undivided beneficial interestsin the assets of the capital trust;

« theannual distribution rate and the dates or date upon which such distributions will be paid;

« any rightsto defer distributions on the trust preferred securities by extending the interest payment period;

« theamount of any liquidation preference;

¢ any repurchase or redemption provisions;

« thetermsfor any conversion or exchange of the trust preferred securities into other securities;

« any voting rights of the trust preferred securities in addition to those required by law;

« theterms and conditions upon which the related subordinated debentures of Puget Sound Energy may be distributed to holders of trust preferred securities;
and

« any other relevant rights, powers, preferences, privileges, limitations or restrictions of the trust preferred securities.

All trust preferred securities offered hereby will be irrevocably guaranteed by Puget Sound Energy, on a subordinated basis and to the extent set forth below under
“Guarantee.” Any federal income tax considerations applicable to an offering of the trust preferred securities will be described in the related prospectus supplement.
The total number of trust preferred securities that the capital trust will be authorized to issue will be set forth in the amended and restated trust agreement.

Effect of Obligations Under the Subordinated Debentures and the Guarantees

Aswill be set forth in the amended and restated trust agreement, the sole purpose of the capital trust is to issue the common securities and the trust preferred securities
evidencing undivided beneficial interestsin the assets of the capital trust and to invest the proceeds from the issuance and sale of those securities to acquire directly the
subordinated debentures from Puget Sound Energy.
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Aslong as payments of interest and other payments are made when due on the subordinated debentures, those payments will be sufficient to cover distributions and
payments due on the common securities and the trust preferred securities because of the following factors:

« thetotal principal amount of subordinated debentures will be equal to the sum of the total stated liquidation amount of the common securities and the trust
preferred securities;

« theinterest rate, and the interest and other payment dates, on the subordinated debentures will match the distribution rate, and distribution and other payment
dates, for the common securities and the trust preferred securities;

« Puget Sound Energy will pay all, and the capital trust shall not be obligated to pay, directly or indirectly, any costs, expenses, debt and obligations of the
capital trust (other than with respect to the common securities and the trust preferred securities); and

« theamended and restated trust agreement will provide that the Puget Sound Energy trustees will not take or cause or permit the capital trust to, among other
things, engage in any activity that is not consistent with the purposes of the capital trust.

Payments of distributions (to the extent funds for distributions are available) and other payments due on the trust preferred securities (to the extent funds for other
payments are available) are guaranteed by Puget Sound Energy as and to the extent discussed under “Guarantee” below. If Puget Sound Energy does not make interest
payments on the subordinated debentures purchased by the capital trust, it is expected that the capital trust will not have sufficient funds to pay distributions on the trust
preferred securities. The Puget Sound Energy guarantee, which is for the purpose of ensuring that the capital trust performsits obligations to pay distributions on the
trust preferred securities, does not apply to any payment of distributions unless and until the capital trust has sufficient funds for the payment of distributions and other
payments on the trust preferred securities. The capital trust will have sufficient funds only if and to the extent that Puget Sound Energy has made a payment of interest
or principal on the subordinated debentures held by the capital trust as its sole asset. The Puget Sound Energy guarantee, when taken together with Puget Sound
Energy’s obligations under the subordinated debentures and its obligations under the amended and restated trust agreement, including its obligations to pay costs,
expenses, debts and liabilities of the capital trust (other than with respect to the common securities and the trust preferred securities), provides a full and unconditional
guarantee of amounts on the trust preferred securities.

If Puget Sound Energy fails to make interest or other payments on the debt securities when due (taking account of any extension period), the amended and restated trust
agreement will provide a mechanism whereby the holders of the trust preferred securities may direct the property trustee to enforce its rights under the subordinated
debentures. If aproperty trustee fails to enforce its rights under the subordinated debentures, a holder of trust preferred securities may, to the fullest extent permitted by
applicable law, institute alegal proceeding against Puget Sound Energy to enforce the property trustee’ s rights under the subordinated debentures without first
instituting any legal proceeding against a property trustee or any other person or entity. Notwithstanding the foregoing, if an event of default has occurred and is
continuing under the amended and restated trust agreement, and such event is attributable to the failure of Puget Sound Energy to pay interest or principal on the
subordinated debentures on the date the interest or principal was otherwise payable (or in the case of redemption on the redemption date), then a holder of trust
preferred securities may institute legal proceedings directly against Puget Sound Energy to obtain payment. If Puget Sound Energy fails to make payments under the
guarantee, the guarantee provides a mechanism whereby the holders of the trust preferred securities may direct the guarantee trustee to enforce its rights under the
guarantee. Any holder of trust preferred securities may institute alegal proceeding directly against Puget Sound Energy to enforce the guarantee trustee's rights under
the guarantee without first instituting alegal proceeding against the capital trust, the guarantee trustee or any other person or entity.
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Guarantee

The following is asummary of information concerning the guarantee that will be executed and delivered by Puget Sound Energy for the benefit of the holders of the
trust preferred securities. The guarantee will be qualified as an indenture under the Trust Indenture Act of 1939. Bank One Trust Company, N.A. will act asindenture
trustee under the guarantee for the purpose of compliance with the provisions of the Trust Indenture Act of 1939. This summary is subject in all respects to the
provisions of, and is qualified in its entirety by reference to, the guarantee, aform of which isfiled as an exhibit to the registration statement of which this prospectus
forms a part.

Puget Sound Energy will irrevocably and unconditionally agree to pay in full, on a subordinated basis, to the extent set forth herein, the guarantee payments (as
described below) to the holders of the trust preferred securities, as and when due, regardiess of any defense, right of set off or counterclaim that the capital trust may
have or assert. The following payments with respect to the trust preferred securities, to the extent not paid by or on behalf of the capital trust, will be subject to a
guarantee by Puget Sound Energy

« any accumulated and unpaid distributions required to be paid on the trust preferred securities, to the extent that the capital trust has funds on hand to make
those distributions;

« the redemption price with respect to any trust preferred securities called for redemption to the extent that the capital trust has funds on hand for the
redemption; or

« upon avoluntary or involuntary dissolution, winding up or liquidation of the capital trust (unless the subordinated debentures are distributed to holders of the
trust preferred securities), the lesser of

« theliquidation distribution, to the extent that the capital trust has funds on hand available for distribution at such time, and

« theamount of assets of the capital trust remaining available for distribution to holders of the trust preferred securities.

Puget Sound Energy’ s obligation to make a guarantee payment may be satisfied by direct payment of the required amounts by Puget Sound Energy to the holders of the
trust preferred securities or by causing the capital trust to pay the amounts to those holders.

The guarantee will be an irrevocable guarantee, on a subordinated basis, of the capital trust’s obligations under the trust preferred securities, but it will apply only to the
extent that the capital trust has funds sufficient to make the relevant payments. The guarantee is not a guarantee of collection. If Puget Sound Energy does not make
interest payments on the subordinated debentures held by the capital trust, the capital trust will not be able to pay distributions on the trust preferred securities and will
not have funds legally available to make those distributions.

Puget Sound Energy has, through the guarantee, the amended and restated trust agreement, and the subordinated debentures, taken together, fully, irrevocably and
unconditionally guaranteed all the capital trust’s obligations under the trust preferred securities. It is only the combined operation of these documents that has the effect
of providing afull, irrevocable and unconditional guarantee of the capital trust’s obligations under the trust preferred securities.

Puget Sound Energy has also agreed separately to irrevocably and unconditionally guarantee the obligations of the capital trust with respect to the common securities to
the same extent as the guarantee of the preferred securities, except that upon the occurrence and during the continuation of an event of default under the amended and
restated trust agreement, the holders of trust preferred securities shall have priority over the holders of the common securities with respect to distributions and payments
on liquidation, redemption or otherwise.
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Amendments and Assignment

Except with respect to any changes that do not affect the rights of holders of the trust preferred securitiesin a materially adverse way (in which case no vote will be
required), the guarantee of the trust preferred securities may not be amended without the prior approval of the holders of not less than a majority in total liquidation
amount of the outstanding trust preferred securities. All guarantees and agreements contained in the guarantee shall bind the successors, assigns, receivers, trustees and
representatives of Puget Sound Energy.

Termination of the Guarantee
Puget Sound Energy’ s guarantee of the trust preferred securities will terminate upon

« full payment of the redemption price of the trust preferred securities;

¢ full payment of the amounts payable upon liquidation of the capital trust; or

« distribution of the subordinated debentures to the holders of the trust preferred securities in exchange for al the trust preferred securities.

The guarantee will continue to be effective or will be reinstated, as the case may be, if at any time any holder of trust preferred securities must restore payment of any
sums paid under the trust preferred securities or the guarantee.

Events of Default

An event of default under the guarantee of the trust preferred securities will occur upon the failure of Puget Sound Energy to perform any of its payment or other
obligations under the guarantee. The holders of amagjority in total liquidation amount of the trust preferred securities have the right to direct the time, method and place
of conducting any proceeding for any remedy available to the guarantee trustee in respect of the guarantee or to direct the exercise of any trust or power conferred on
the guarantee trustee under the guarantee.

Any holder of the trust preferred securities may institute alegal proceeding directly against Puget Sound Energy to enforce its rights under the guarantee without first
instituting alegal proceeding against the capital trust, the guarantee trustee or any other person or entity. Puget Sound Energy has waived any right or remedy to require
that any action be brought only against the capital trust, or any other person or entity before proceeding directly against Puget Sound Energy.

Satus of the Guarantee
The guarantee of the trust preferred securities will constitute an unsecured obligation of Puget Sound Energy and will rank

« egual to or subordinate and junior in right of payment to all other liabilities of Puget Sound Energy, as applicable;

« equal with the most senior preferred stock now or hereafter issued by Puget Sound Energy and with any guarantee now or hereafter entered into by Puget
Sound Energy in respect of any preferred or preference stock of any affiliate of Puget Sound Energy; and

« senior to Puget Sound Energy’s common stock.
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PLAN OF DISTRIBUTION
Puget Sound Energy or the capital trust may sell the offered securities

« through underwriters or dealers;

« through agents;

« directly to purchasers; or

« through a combination of any of these methods.

The prospectus supplement with respect to any offered securities will set forth the terms of the related offering, including

¢ the name or names of any underwriters, dealers or agents;

« the name or names of any managing underwriter or underwriters;

« the purchase price of the offered securities and the proceeds to Puget Sound Energy and/or the capital trust from their sale;

¢ any underwriting discounts and commissions and other items constituting underwriters' compensation;

¢ any initia public offering price and any discounts or concessions allowed or reallowed or paid to dealers;

¢ any commissions paid to agent;

« any delayed delivery arrangements; and

« any securities exchange on which the offered securities may be listed.

Sale Through Underwritersor Dealers

If underwriters are used in the sale, they will acquire the offered securities for their own account and may resell them on one or more occasions in one or more
transactions, including negotiated transactions, at a fixed public offering price or at varying prices determined at the time of sale. The offered securities may be offered
to the public either through underwriting syndicates represented by one or more managing underwriters or directly by one or more firms acting as underwriters. Unless
otherwise set forth in the applicable prospectus supplement, the obligations of the underwriters to purchase the offered securities will be subject to certain conditions
precedent, and the underwriters will be obligated to purchase all the offered securities if any are purchased. The underwriters may change from time to time any initial
public offering price and any discounts or concessions allowed or reallowed or paid to dealers.

During and after an offering through underwriters, the underwriters may purchase and sell the securitiesin the open market. These transactions may include
overallotment and stabilizing transactions and purchases to cover syndicate short positions created in connection with the offering. The underwriters may also impose a
penalty bid, which means that selling concessions allowed to syndicate members or other broker-dealers for the offered securities sold for their account may be
reclaimed by the syndicate if the offered securities are repurchased by the syndicate in stabilizing or covering transactions. These activities may stabilize, maintain or
otherwise affect the market price of the offered securities, which may be higher than the price that might otherwise prevail in the open market. If commenced, the
underwriters may discontinue these activities at any time.

If dedlers are utilized in the sale of offered securities, Puget Sound Energy and/or the capital trust will sell the offered securities to the dealers as principals. The dedlers
may then resell the offered securities to the public at varying prices to be determined by the dealers at the time of resale.
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Direct Salesand Sales Through Agents

The offered securities may be sold directly by Puget Sound Energy and/or the capital trust or through agents designated by Puget Sound Energy and/or the capital trust
from time to time. Unless otherwise indicated in the prospectus supplement, any agent will be acting on a best-efforts basis for the period of its appointment.

The offered securities may be sold directly by Puget Sound Energy and/or the capital trust to institutional investors or others, who may be deemed to be underwriters
within the meaning of the Securities Act with respect to any resale of the securities. The terms of these sales will be described in the related prospectus supplement.

Delayed Delivery Contracts

If indicated in the prospectus supplement, Puget Sound Energy and/or the capital trust may authorize agents, underwriters or dealers to solicit offers from certain types
of ingtitutions to purchase securities from Puget Sound Energy and/or the capital trust at the public offering price under delayed delivery contracts. These contracts
would provide for payment and delivery on a specified date in the future. The contracts would be subject only to those conditions described in the prospectus
supplement. The prospectus supplement will describe the commission payable for solicitation of those contracts.

General Information

Agents, dealers and underwriters may be entitled under agreements with Puget Sound Energy and/or the capital trust to indemnification by Puget Sound Energy and/or
the capital trust against certain civil liahilities, including liabilities under the Securities Act, or to contribution with respect to payments which the agents, dealers or
underwriters may be required to make in respect of liabilities under the Securities Act. Agents, dealers and underwriters may be customers of, engage in transactions
with, or perform services for Puget Sound Energy and/or the capital trust in the ordinary course of business.

The offered securities may or may not be listed on a national securities exchange. Y ou should read the applicable prospectus supplement for a discussion of this matter.
We cannot assure you there will be a market for any of the offered securities.
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DISCLOSURE OF COMMISSION POSITION ON INDEMNIFICATION FOR
SECURITIESACT LIABILITIES

Sections 23B.08.500 through 23B.08.600 of the Washington Business Corporation Act authorize a court to award, or a corporation’s board of directorsto grant,
indemnification to directors and officers on terms sufficiently broad to permit indemnification under certain circumstances for liabilities arising under the Securities Act
of 1933. Section 6 of Puget Sound Energy’s bylaws provides for indemnification of Puget Sound Energy’s directors and officers to the maximum extent permitted by
Washington law.

Section 23B.08.320 of the Washington Business Corporation Act authorizes a corporation to limit adirector’s personal liability to the corporation or its sharehol ders for
monetary damages for conduct as a director, except in certain circumstances involving intentional misconduct, knowing violations of law or illegal corporate loans or
distributions, or any transaction from which the director personally receives a benefit in money, property or services to which the director is not legally entitled. Article
X of Puget Sound Energy’s restated articles of incorporation, as amended, contains provisions implementing, to the fullest extent permitted by Washington law, such
limitations on a director’ s liability to Puget Sound Energy and its shareholders.

Officers and directors of Puget Sound Energy are covered by insurance (with certain exceptions and certain limitations) that indemnifies them against |osses and
liabilities arising from certain aleged “wrongful acts,” including alleged errors or misstatements, or certain other alleged wrongful acts or omissions constituting
neglect or breach of duty.

The underwriting agreements, which are filed as exhibits to the registration statement of which this prospectusis a part, contain provisions whereby the underwriters
agree to indemnify Puget Sound Energy, its directors and certain officers and other persons, and are incorporated herein by reference.

Insofar asindemnification for liabilities arising under the Securities Act may be permitted to our directors, officers and controlling persons under the foregoing
provisions, we have been informed that in the opinion of the Commission such indemnification is against public policy as expressed in the Securities Act and is,
therefore, unenforceable.

LEGAL OPINIONS

Opinions as to the legality of certain of the offered securitieswill be rendered for Puget Sound Energy by Perkins Coie LLP, Seattle, Washington. Certain matters of
Delaware law relating to the validity of the trust preferred securities will be passed upon on behalf of the capital trust by Skadden, Arps, Slate, Meagher & Flom LLP,
special Delaware counsel to the capital trust. Certain United States federal income taxation matters may be passed upon for Puget Sound Energy and the capital trust by
either Perkins Coie LLP, tax counsel for Puget Sound Energy, or by special tax counsel to Puget Sound Energy and the capital trust, who will be named in the related
prospectus supplement. Certain legal matters with respect to offered securities will be passed upon by counsel for any underwriters, dealers or agents, each of whom
will be named in the related prospectus supplement.

EXPERTS

Thefinancia statements and financial statement schedule incorporated in this prospectus by reference to Puget Sound Energy’s Annual Report on Form 10-K for the
year ended December 31, 2000, have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of
said firm as experts in auditing and accounting.
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