
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION RE-AFFIRMS 
CUSTOMERS ARE ENTITLED TO PROCEEDS FROM UTILITY PROPERTY SALES 

On September 11, 2014, the Washington Utilities and Transportation Commission (“Commission”) 
issued an order denying Puget Sound Energy, Inc.’s (“PSE”) proposal to retain for its shareholders 
the vast majority of proceeds it obtained from the sale of its Jefferson County distribution assets to 
the newly formed Jefferson County Public Utility District (“JPUD”).  Davison Van Cleve, representing 
the Industrial Customers of Northwest Utilities, intervened in the case to argue that customers 
deserved the vast majority of the net gain from the sale, subject to a small incentive payment to PSE 
for negotiating the transaction.  The Commission’s order adopted Davison Van Cleve’s legal 
position. 

In 2009, the newly formed JPUD acquired authority to condemn PSE’s distribution assets in 
Jefferson County so that JPUD could take electric service from the Bonneville Power 
Administration.  In 2010, PSE agreed to a settled purchase price of $109 million for the assets in lieu 
of a condemnation proceeding.  Of this purchase price, $49 million represented the remaining net 
book value of the assets and transaction costs, to which there was no dispute that PSE was 
entitled.  The remaining $60 million represented net gain from the sale. 
 
In its initial filing at the Commission to obtain authorization to distribute the proceeds from this 
transaction, PSE argued that its shareholders deserved all of the gain from the sale, but proposed to 
voluntarily share a small percentage with customers.  Established Commission precedent holds that 
a utility’s customers are entitled to the gain from a sale of assets used to serve customers because 
they are the ones who bear the risks and burdens associated with such assets.  PSE attempted to 
distinguish the JPUD transaction from this precedent by arguing that a utility is entitled to the gain 
when its assets are sold under threat of condemnation.  PSE proposed to keep $45 million of the net 
gain for itself and provide $15 million to customers. 
 
The Commission’s order rejected PSE’s position.  Reflecting Davison Van Cleve’s arguments, the 
Commission made clear that “[b]ecause PSE’s customers, and not PSE’s shareholders, bore these 
risks and burdens [associated with the sold assets], PSE’s customers … are entitled to the gain.”  In 
holding as it did, the Commission not only reinforced strong precedent that allocates gains from 
utility property sales to customers, but extended such precedent to instances where a utility’s 
property is sold under threat of condemnation.  The Commission awarded customers $52.7 million of 
the net gain and PSE $7.4 million in recognition of PSE’s ability to obtain a favorable transaction 
price while avoiding litigation. 
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