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FINANCING DISCUSSION 
APPROVAL TO ISSUE SENIOR SECURED NOTES           February 18, 2010 

     
Request 
 
Management requests approval to price up to $325 million 
of senior secured notes.  Such notes will be issued under 
the existing shelf registration statement that became 
effective on January 25, 2010. 
 
Use of Proceeds 
 
The proceeds of a senior note issue will be used to repay 
short-term debt outstanding under the Company’s capital 
expenditure credit facility and to restore cash used to 
redeem the $225 million bond that matured in February. 
 
Background 
 
PSE last issued senior secured notes in September 2009.  
On February 22, 2010, the Company’s $225 million of 
7.96% series 10-year notes will mature.  After the maturity, 
PSE expects to have approximately $300 million 
outstanding under its $400 million capital expenditure 
credit facility.  The first year (2010) of the Company’s 
multi-year plan contemplated $575 million of senior note 
issues in 2010, including 1) a $325 million offering in 
March and 2) a $250 million issue in September.     
 
Considerations 
   
SEC Status:  The Company has an existing shelf 
registration on file with the SEC that can be used for 
issuing up to $800 million in senior note offerings. 
 
Credit Agreement:  PSE’s credit facilities place certain 
restrictions on additional indebtedness.  In short, PSE may 
issue senior secured notes to repay maturing debt, to repay 
draws under the PSE capital expenditure facility and is 
limited to $500 million of new notes per year, plus any 
unused amounts under prior year’s limits.  With the $225 
million maturity, amounts to be repaid under the capital 
expenditure facility and other capital expenditures, PSE 
could issue more than $550 million in notes. Per the credit 
agreement, the Company has $749 million of new debt 
issuance ability including availability that rolled forward 
from 2009 into 2010. 

Restrictive Covenants:  As of December 31, 2009, PSE 
had property to support an additional $1.0 billion and $644 
million of additional indebtedness under its electric and gas 
mortgage indentures, respectively.  
 
Credit Ratings:  PSE’s senior secured notes are rated A- 
and Baa1 by S&P and Moody’s, respectively. 
 
Timing:  The year-end 2009 financial statements will be 
used as the basis for the note issue.  PSE is currently 
expecting its 2009 Form 10-K to be approved on February 
24 and filed shortly thereafter.  Because their audit will 
have just been completed, the Company’s auditors will 
only need to provide comfort to investors for the period 
from the date of the 10-K until the date of the note offering.  
The notes must be issued by March 25, 2010 for the $225 
maturity to be considered a permitted refinancing under the 
terms of PSE’s credit facilities. 
 
Indicative Terms & Pricing 
 
Based on recent indications from investment banks, the 
Company could issue 10-year or 30-year senior notes at 
coupons ranging from approximately XXX% to XXX%.  
 
   10-year  30-year 
Treasury rate  XXX%   XXX% 
Credit spread (area)  XXX      XXX  
Coupon  XXX%   XXX% 
 
The Company plans to issue medium to long-term notes, 
depending on market conditions at the time of pricing.  To 
allow for volatility in the market, the Company's request is 
to price 10-year or 30-year notes at coupons not to exceed 
XXX% and XXX%, respectively.  The notes are expected 
to carry a standard market based make-whole provision. 
 
For comparison purposes, the assumed coupon on the $325 
million 30-year note issue in the 2010 budget was XXX%. 
 
Requested Action 
 
During the Asset Management Committee meeting on 
February 18, 2010, management will request approval to 
price up to $325 million of 10-year or 30-year senior 
secured notes at coupons not to exceed XXX% and XX%, 
respectively, within 30-days from the date of approval. 












