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Yoram,
The Department of Revenue (Department) does not typically respond to comments made on ﬁscal
notes published by the Oﬃce of Financial Management. However, we do provide a discussion of any
relevant assumpEons made and data sources used as a part of the ﬁscal note analysis. We also provide
our work papers, upon request, with the excepEon of any conﬁdenEal or proprietary informaEon. This
informaEon has been made available to you.
The comments that you provided raise the following speciﬁc issues regarding the ﬁscal note for
IniEaEve 732:
· Issue #1: Does not tax exported power
· Issue #2: Incorrect tax rate for unspeciﬁed power
· Issue #3: Incorrect implementaEon of the working families’ tax exempEon
· Issue #4: Ignores growth in the sales tax base
· Issue #5a: No adjustment for relaEve populaEon growth
· Issue #5b: Ignores eﬀect of California carbon policies
What I can do is provide the Department’s posiEon with respect to these issues. Detailed quesEons
regarding the Carbon Tax Assessment Model (CTAM) should be directed to staﬀ in the State Energy
Oﬃce at the Washington State Department of Commerce.
Issue #1: Does not tax exported power
The overall framework of the tax imposiEon supports a conclusion that the IniEaEve is not designed to
tax exported energy. The tax imposiEon language in secEon 4(1) refers only to “electricity consumed”
within Washington and SecEon 4(8) states that the tax is imposed on the consumer of the electricity.
SecEon 5 provides an exempEon from the tax for fuel intended for export. (It is not clear whether the
term “fuel” includes electricity as the term “fuel” is undeﬁned in the IniEaEve.) The U.S. ConsEtuEon
forbids a state from taxing an acEvity, including the consumpEon of electricity, that occurs outside the
state. The revenue esEmate assumes the tax does not apply to exported electricity.
Issue #2: Incorrect tax rate for unspeciﬁed power
CTAM uses the best available state fuel mix data to esEmate the sources of unspeciﬁed power. CTAM
assumes that a carbon polluEon tax will strongly incenEvize both buyers and sellers of unspeciﬁed
power to idenEfy the carbon content of this power.
Issue #3: Incorrect implementa;on of the working families’ tax exemp;on
Eligible individuals must apply for a refund under the program in the year following the year for which
the Earned Income Tax Credit (EITC) claimed on the federal income tax return was ﬁled. For example,
an eligible individual must apply in 2017 for a refund based on the EITC claimed on the 2016 federal
income tax return. Since the IniEaEve takes eﬀect on July 1, 2017, if enacted into law, eligible
individuals can apply for a refund based on the EITC claimed on the 2016 federal tax return starEng July
1, 2017, and ending December 31, 2017.

For refunds requested in 2017, the refund equals the greater of 15% of the EITC claimed on the prior
year’s (2016) federal income tax return or $100. For each year aeer, the refund equals the greater of
25% of the EITC claimed on the prior year’s federal income tax return or $100.
If the IniEaEve is enacted into law, the Department will establish an applicaEon process and program its
systems to accept applicaEons and issue refunds. The Department’s ﬁscal note assumes that refund
requests received in Calendar Year 2017 for the 2016 federal income tax return will be issued by June
30, 2018. The ﬁscal note also assumes that refund requests received beginning January 1, 2018 for the
2017 federal income tax return will also be issued by June 30, 2018.
Issue #4: Ignores growth in the sales tax base (from carbon tax)
The Department’s ﬁscal note assumes elasEcity. The reduced state sales tax rate results in an increase
in taxable retail sales and an increase in business and occupaEon tax and local sales tax collecEons. The
impact a carbon tax would have on consumer prices is unknown; therefore, any resulEng revenue
impact is indeterminate.
Issue #5a: No adjustment for rela;ve popula;on growth
CTAM relies on Energy InformaEon AdministraEon (EIA) historical state energy consumpEon data and
the Annual Energy Outlook (AEO) for the Paciﬁc region to forecast energy consumpEon data to project
Washington energy consumpEon. The EIA energy consumpEon data incorporates populaEon and
economic growth forecasts. The Department of Commerce considers this forecast data reliable and
believes that introducing addiEonal economic forecast data from other unrelated sources would
introduce addiEonal variance into CTAM.
Issue #5b: Ignores eﬀect of California carbon policies
CTAM uses forecast energy consumpEon data developed by the Energy InformaEon AdministraEon
(EIA) in its Annual Energy Outlook (AEO) for the Paciﬁc region; it modiﬁes this data to project energy
consumpEon for Washington alone. The EIA forecast energy data takes into account major carbon
reducEon programs in all states in the Paciﬁc region, including California’s cap-and-trade program.
Based on the AEO report, CTAM assumes that Washington is likely to have similar energy and emission
trends as California.
As menEoned above, more detailed quesEons regarding CTAM should be directed to staﬀ at the
Department of Commerce.
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