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Settlement Reached on PSE Request to Recoup Higher Power Costs; Investment in Hopkins Ridge Wind Project Will Help Cushion Market
Volatility

BELLEVUE, Wash.--(BUSINESS WIRE)--Aug. 31, 2005--Puget Sound Energy (utility subsidiary of Puget Energy (NYSE:PSD)) has reached an agreement with all
outside parties on an electric rate case PSE filed in June to recover increased power-supply costs that include PSE investment in a large wind-power project.

The proposed settlement agreement, signed Aug. 30 by the four parties, proposes an increase in Puget Sound Energy (PSE) electric rates of 3.65 percent, on
average, for the utility's 1 million electric customers. A typical residential bill (based on 1,000 kilowatt-hours of power usage) would increase by 4.4 percent -- or
$2.86 per month.

The settlement now moves to the three-member Washington Utilities and Transportation Commission for review and possible approval. If approved by the
WUTC, the new electric rates would go into effect Nov. 1.

The parties to the settlement are PSE, the staff of the WUTC, the Public Counsel Section of the state Attorney General's Office, and the Industrial Customers of
Northwest Utilities. The WUTC staff independently reviews rate-increase requests, and its recommendation to approve PSE's request is not binding on the
commissioners.

"I am pleased that all parties supported PSE recovering its investment in the Hopkins Ridge wind project in Eastern Washington," said Puget Sound Energy
Chairman, CEO, and President Stephen P. Reynolds. "In addition, we all recognized the need for PSE to update its overall power-cost recovery levels."

"No one likes the economic impact on electric costs we're seeing from extraordinary increases in oil and natural-gas prices," Reynolds added. "But this
settlement removes some volatility, and with the addition of the wind farm, it will help all our customers minimize fuel-price variations over the wind project's
life."

The negotiated settlement arises from a 3-year-old, state-approved rate-setting procedure that allows for a change in PSE electric rates after an expedited, 5-
month WUTC review of PSE's power costs. This "power-cost only" rate proceeding enables PSE electric rates to be reset -- up or down -- depending on the
change in PSE's cost of procuring customers' power supplies.

In contrast, a "general rate case" that's traditionally been used to revise a utility's base rates entails an 11-month WUTC review of all utility costs, including
labor, taxes, etc.

PSE's power costs have been rising primarily because of the rising wholesale cost of natural gas, which in turn is pushing up PSE's costs both to purchase
electricity and to generate it. PSE also is confronting higher costs to move some of its power supplies over other utilities' high-voltage transmission lines.

PSE's development of renewable power-generating resources is another factor that is increasing the utility's power costs, though Reynolds said this investment
actually will help to stabilize rates for PSE customers in coming years.

PSE is now constructing the 150-megawatt Hopkins Ridge wind-power facility in southeast Washington's Columbia County to help serve PSE customers' growing
energy demands. Electricity from the wind project should provide PSE customers with more than $30 million in power-cost savings over the next 20 years,
Reynolds said, when compared with the power PSE would otherwise have to procure elsewhere at a higher price.

PSE's balanced mix of energy supplies involving hydropower, renewable energy, thermal power, and aggressive energy conservation also helps reduce
customers' risk exposure to volatile energy markets and, long-term, will serve to further moderate customers' retail electricity rates, Reynolds added.

Besides authorizing a $55.6 million increase in PSE electric rates, the proposed settlement agreement would enable PSE to modify the 3-year-old Power Cost
Adjustment rate mechanism to account for the current, higher market price of natural gas.
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