BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Docket No. U-072375
Puget Holdings LLC and Puget Sound Energy, Inc.

Joint Application for an Order Authorizing Proposed Transaction

BENCH REQUEST NO. 008
BENCH REQUEST NO. 008:

Please describe Puget Holdings LLC’s governance structure and voting rights for votes taken by the Board of Managers and votes taken by the members.

Response:

Please see the Fifth Exhibit to the Prefiled Direct Testimony of Christopher J. Leslie, Exhibit No. __(CJL-6), for a discussion of the anticipated corporate governance structure of Puget Holdings LLC (“Puget Holdings”), Puget Intermediate Holdings Inc., Puget Energy, Inc. and Puget Sound Energy, Inc. 
The draft LLC agreement and term sheet of Puget Holdings LLC provides the voting rights of each of the members of the Investor Consortium.  The draft LLC agreement term sheet for Puget Holdings allows for a board of managers (hereinafter referred to as the “Board of Managers”) to consist of up to 12 Managers, including the CEO, and one independent Manager.  Each shareholder (hereinafter referred to as a “Member”) will be entitled to appoint one Manager for each ten percent of the shares of Puget Holdings that it holds.  The draft LLC agreement term sheet provides that the number of votes each of the CEO and independent Manager will be entitled to have shall be determined by unanimous approval of the Members. 
Certain major corporate decisions of Puget Holdings must be approved unanimously by its Members. Certain other major corporate decisions of Puget Holdings must be approved by votes of Members or the Board of Managers representing 80 percent or more of the shares (“supermajority approval”).  With respect to supermajority approvals of the Board of Managers, in accordance with the draft LLC agreement term sheet, the determination of the number of votes two of the twelve members of the Board of Managers, the CEO and independent Manager, will be entitled to have will be a decision to be taken by unanimous approval of the Members. 
Many of the major corporate decisions requiring unanimity or a supermajority approval protect the minority shareholders’ rights and are set out in the draft LLC agreement term sheet. 
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