Copy of August 30, 2001 E-mail Addressing Application of Washington State B& O Tax to
Scheduling Coordinator Revenues

Subject: Fw: Application of Washington Taxes to Scheduling Coordinator

Date: Thu, 31 Aug 2000 08:35:15 -0700

From: "Sarah Dennison-Leonard" <sdleonard@earthlink.net>

Organization: Krogh & Leonard

To: <nwrto@pplmt.cont>, "Arlend" <ambarnes@bpa.gov>, <sherman@hewm.com>,
<kcarlson@do.usbr.gov>, <€ christensen@snopud.com>,
"Gary Dahlke" <gdahlke@painehamblen.conm>, <sdleonard@earthlink.net>,
<michad early@earthlink.net>, <pfe dberg@lawsonlundd|.con,
"Eric Freedman" <ericf @prestongates.con™>, <mhan@enron.cons,
<garsky@pn.usbr.gov>, <snkripdani @stod .com> <srlarson@bpa.gov>,
<terrym@millcreeklaw.com>, <pmurphy@mbllp.conm>, <douglas nichols@pgn.conm>,
<Inichols@bpa.gov>, <rkrodewal d@bpa.gov>, <tshuba@sheagardner.cont>,
<dswatkins@bpa.gov>, <cwestadt@sppc.com>, <cindy.wright@ci.seattlewaus>,
"Mdcolm McLdlan" <mcm@vnf.cont>, <shellyr@tel eport.conr>,
"Will Patton” <will.patton@ci.sedttlewaus>,
" Stephany Watson" <sawatson@bpa.gov>, <johk@critfc.org>,
<D Sauter @idahopower.cont>, <susasn@wapa.gov>, <mschaff @worl dnet.att.net>,
<denise hill@transdta.con, <dmphillips@bpa.gov>, <cfil@tca us.cont>,
<deb@ad aw.com>, <mjones@bpa.gov>, <jchrigian@lawsonlundel.com>

CC: "Preston Michi€" <pdmichie@bpa.gov>, "Marcus Wood" <mwood@stod .com>,
"Barney Speckman" <bmspeckman@aol.conm>,
"Krigi Walis' <krigtiwalis@SprintMail.cont,
"Dave Hackett" <DHackett@kemaconsulting.cont>,
"John Boucher" <JBoucher@kemaconsulting.con>,
"Jon Kaake" <Jon.Kaake@PacifiCorp.com>

FY1 from Eric Christensen.

----- Origind Messge -----

From: "Chrigtensen, Eric" <EL Christensen@SNOPUD.con™>

To: "'Sarah Dennison-Leonard” <sdleonard@earthlink.net>

Cc: "eric freedman™ <ericf @prestongates.cont>

Sent: Wednesday, August 30, 2000 10:40 AM

Subject: Application of Washington Taxes to Scheduling Coordinator

Sarah,

As promised, I've done a bit of digging (with subgtantia help from Eric Freedman and his
archives) concerning the Washington Public Utilities Tax ("PUT") and Business & Occupancy
Tax ("B&QO"). Asl understand it, we are contemplating a Scheduling Coordinator arrangement
in which the SC would receive abill from the RTO (or the RTO's Payment Agent) and the SC
would be respongble for collecting amounts due from clients and reimbursing the

RTO. The concern is that the SC could be taxed on the amountsit collects for RTO services



under this billing arrangement. | conclude, however, that such an arrangement would not incur
any tax liability under either the Washington PUT or B& O tax.

My conclusion is based upon language added to the tax statutes by the Washington legidature
earlier this year which was intended to remove the cost of wholesale power transactions from the
PUT and B& O tax. EHB 2755, sgned into law by Governor Locke on March 31, 2000,
expanded an exigting deduction from the PUT for wholesae power transactions so that sales and
transfers for resde of dectricity are excluded from amounts subject to the PUT even if the
transaction involves a party thet is not atraditiond "light and power business" Specificaly,
"[almounts derived from the production, sde, or transfer of eectrical energy for resale within or
outside the state or for consumption outside the state”" are excluded from gross revenues for PUT
purposes. R.C.W. § 82.16.050(9) (as amended).

Since the SC would be handling "amounts derived” from the transfer of dectric energy a
wholesde, | conclude that such amounts would be excluded from the PUT tax. One possible
exception is that amounts derived from salesto DSIs may be taxable, snce such sales may not be
considered salesfor resde,

EHB 2755 gpplies this same exemption to the B& O tax. Specifically, it providesthat the B&O
tax does not gpply to amounts derived from activities that are exempt from taxation under the
PUT tax. R.C.W. § 82.04.310(1) (as amended). Hence, the exemption for wholesale transfers
discussed above appliesto the B& O tax aswall.

Accordingly, the SC arrangement as currently contemplated does not appear likely to trigger
ether the Washington PUT or B& O taxes. Since | amwdl outsde my area of expertisein
rendering this opinion, however, it seems prudent to seek advice from a genuine tax expert
before proceeding. Further, it strikes me that the SC arrangement may have consegquences under
the federd corporate income tax or the income tax laws of other satesin the RTO region that
should be examined.

Please fed freeto circulate this email to other members of the GIA/LIA subgroup. | won't be
able to attend tomorrow's meeting, but | could cal inif you like. Let me know if you think that
would be hdpful.

> Eric Christensen

> Associate Generd Counsd

> Snohomish County PUD No. 1

> (425) 783-8649

> Toll free from WA: (877) 783-1000 x8649

> Cdll phone: (425) 344-1938

> Office fax: (425) 783-8305

> Direct fax: (425) 267-6071

> dchrigtensen@snopud.com <mailto:€ christensen@snopud.com>




