
Date: September 3rd, 2025 

To: Asset Management Committee 

From: Cara Peterman 

Re: Request for final pricing approval for PSE $500M Senior Secured Notes 
____________________________________________________________________________ 

1. Overview

On July 31st, 2025, PSE’s Board of Directors approved the offer and sale of up to $600
million in senior notes secured by first mortgage bonds (the “Notes”), authorized certain PSE
officers to determine the terms and conditions of the Notes, and delegated to this Committee
the authority to approve the final pricing, structure and sale of the Notes.

Management is now seeking the Committee’s approval of an issuance of $500 million 30-
year Senior Secured Notes.

2. Market update

Since the beginning of July, the investment-grade (IG) debt capital markets have remained
constructive even though the underlying 10- and 30-year Treasury yields have fluctuated
within a 25–30 basis point range. This volatility has been driven by a mix of factors,
including stronger-than-expected economic data lifting growth expectations, concerns over
tariff-driven inflation and ongoing speculation that the Federal Reserve may or may not cut
interest rates by 25 basis points following the September 2025 meeting, as well as
geopolitical uncertainty.

Despite this rate volatility, the IG credit spreads have tightened to near multi-decade lows,
supported by strong investor inflows, oversubscribed new issues, and solid corporate
fundamentals. This compression has kept all-in borrowing costs contained and created
favorable issuance conditions. Issuers are moving opportunistically to secure funding before
potential spread widening or renewed rate volatility in the fall. Please see the 10- and 30-
year Treasury rates and average IG credit spread trend in the chart below:

10- and 30-year Treasury Rates:

REDACTED VERSION

Shaded Information is Designated as Confidential per WAC 480-07-160



 

  
 

 
 
Average IG Bond Spreads 

  
Source: Mizuho as of August 20th, 2025 

 

3. Issuance Size and Indicative Pricing 
 
Management is recommending that we issue $500 million new notes, down from the $550 
million modeled in the July 2025 board meeting and down from the “up to” $600 million 
request. Based on the latest 2026 financial plan modeling, Beaver Creek is now expected to 
receive an incentive tax credit (ITC) (rather than production tax credits (PTCs)), which the 
company can in turn monetize and use the proceeds to offset financing needs. Management 
is currently modeling that PSE will receive an estimated $215M from the sales of the ITC in 
Q1 2026. This cash inflow enables management to downsize the 2025 new notes issuance 
to $500M because there is more cash in the business in the near-future to offset financing 
needs.  
 
The joint active book runners for this issuance are MUFG, Mizuho, and RBC. On September 
2nd, the bank team provided pricing quotes for PSE 30-year senior secured notes. As 
compared to the July 2025 board meeting, this indicative coupon is down 2-7 basis points 
due to a 15-20 basis point drop in the credit spread, offset by higher 30-year U.S. 
Treasuries.  
 
 

 

Indicative Pricing for 30-year PSE Senior Notes

30-Year

Benchmark Yield 4.98%

Credit Spread (bps) 90 - 95

Indicative Coupon for 30-year Tranche 5.88% - 5.93%

Pricing as of September 2, 2025 by MUFG, Mizuho, and RBC

July board meeting 

July board meeting 
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The smaller note issuance of $500 million with a 5.93% coupon is estimated to save $2.4 
million in after-tax interest expense annually as compared to the $550 million, 5.95% coupon 
note as was presented in the July board meeting. 
 
Management is seeking authorization to issue the Notes with coupon rates of up to 6.43% 
for the 30-year tranche, which includes 50 bps cushion above the pricing target of 5.93% 
for the 30-year tranche. This cushion is consistent with previous requests and is needed as 
the market continues to experience ongoing volatility in the U.S. Treasury rates. 
 
   

4. Recommendation 
 
Management recommends that the Committee authorize the $500 million Senior Secured 
Notes issuance with the coupon rates not to exceed 6.43% on the 30-year senior notes. 

 
 

5. Attachments 
 
Please see attached draft term sheet and indicative Notes pricing. 
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