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BENCH REQUEST NO. 025
BENCH REQUEST NO. 025:

Please calculate the pricing terms for the HoldCo and OpCo credit facilities, inclusive of all pricing elements, using a current LIBOR rate.  Joint Applicants’ response will be marked as Exhibit 425 and identified in the record as “Joint Applicants’ response to Bench Request 25: HoldCo and OpCo Pricing Terms Using Example LIBOR Rate.”

Although these bench requests are directed to Joint Applicants, other parties may respond.
RESPONSE:

The pricing of the new capital expenditure facility, energy hedging facility, and liquidity facility arranged by Puget Holdings LLC (“Puget Holdings”) for Puget Sound Energy, Inc. (“PSE”), based on a three-month London Interbank Offered Rate (“LIBOR”)  of 4.42% (at October 17, 2008, per Bloomberg) is detailed below:   

OpCo Pricing:

Base Rate (Current 3-mo. LIBOR):
4.42%

Margin:
███%

Annual Amortization of ██% Up-Front Fee
███%

Total OpCo Effective Pricing:
███%

The margin over LIBOR for each of the above “OpCo Credit Facilities” is secured for the five-year term of such debt facilities – no incremental “pricing flex” exists.
The pricing of the new capital expenditure facility and term loan facility arranged by Puget Holdings for Puget Energy, Inc. (“Puget Energy”), based on a three-month LIBOR of 4.42% (at October 17, 2008, per Bloomberg), is detailed below:   


HoldCo Pricing:

Base Rate (Current 3-mo. LIBOR):
4.42%

Margin:
███%

Annual Amortization of ██% Up-Front Fee
███% 
Total HoldCo Effective Pricing:
███%

The Joint Applicants have committed to enter into an interest rate hedging agreement for the HoldCo Term Loan for at least ██% of the principal borrowing amount, as supported by an affirmative covenant in the executed HoldCo Credit Agreement.  In fact, the Joint Applicants intend to hedge ██% of the HoldCo Term Loan floating interest rate exposure by entering into a five-year LIBOR swap at financial close for the full principal amount of the loan. 

The current five-year swap rate is 3.89% (at October 17, 2008, per Bloomberg).  To the extent the current swap rate remains constant through financial close, the Joint Applicants intend to enter into a five-year swap at a rate of 3.89% for the full principal amount of the HoldCo Term Loan – eliminating floating interest rate exposure and securing all-in debt pricing for the HoldCo Term Loan at ██% (inclusive of an assumed ██bps swap margin).

In October 2007, the Joint Applicants secured a 5.0% five-year swaption for the full principal amount of the HoldCo Term Loan.  As the five-year swap rate has decreased significantly since October 2007, it is the intention of the Joint Applicants that they will enter into a new five-year swap at a market rate more in-line with the current swap rate (as outlined in the paragraph above).  Assuming a worst-case scenario, the current swaption ensures five-year fixed all-in pricing for the HoldCo Term Loan of no more than ██% (inclusive of the ██bps swap margin).
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� Assumes that the facility is fully utilized.  Fee on unutilized amount, if any, is ███%.


� Excludes any arranging fees/out-of-pocket expenses because such fees and expenses are not known at this time.


� Assumes that the facility is fully utilized.  Fee on unutilized amount, if any, is ███%.


� Excludes any arranging fees/out-of-pocket expenses because such fees and expenses are not known at this time.
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