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Dear                      :

On Date A, this office issued a private letter ruling (PLR # 200020045) (“Initial
Ruling”) concluding that the issuance of a financing order by the State A public utility
commission (PUC) authorizing the collection of special charges to recover the utilities’
regulatory assets and certain stranded costs, and the transfer to the Company of
proceeds from the issuance of Notes did not result in gross income to Company, and
that the Notes issued to investors by a special purpose entity (Issuer) would be
obligations of the Company.  
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In a letter dated January 31, 2002, you requested a supplemental ruling because
the structure of the proposed transaction changed as a result of the restructuring of the
Company.  Except as described below, all facts and representations cited in the Initial
Ruling are incorporated for purposes of this letter.   Any terms defined or legended in
the Initial Ruling have the same meaning in this letter. 

State A recently introduced competition into its electric industry.  As a result,
beginning on Date B, Company’s customers were allowed to contract directly with
alternative suppliers of electricity, and Company began competing with other parties to
sell electricity.  To implement deregulation, State A enacted Statute, which requires
utilities to divide their business activities into a power generation company, a retail
electric provider, and a transmission and distribution utility.  In order to comply with
Statute, Company formed and contributed all of its transmission and distribution assets
to Subsidiary, a newly formed, wholly owned subsidiary of Company.  Subsidiary, which
like Company is regulated by State A’s PUC, also assumed all of the liabilities related to
the transmission and distribution assets contributed by Company.  

Subsequent to the issuance of the Initial Ruling, Company and Subsidiary
reached a settlement with PUC staff and several other interested parties whereby
Company expects to be issued a financing order authorizing the recovery of regulatory
assets, certain other qualified costs, and other expenses relating to the issuance and
sale of the Notes, in the aggregate amount of $a, an amount that is less than the
amount referenced in the Initial Ruling. 

 The restructuring undertaken after the issuance of the Initial Ruling to comply
with the Statute’s requirement that Company separate its business activities into three
components, as well as the settlement reached for the issuance of a financing order
allowing the Company to securitize an amount of costs different from the amount in the
Initial Ruling, do not adversely affect the analysis in the Initial Ruling.  Accordingly,  the
conclusions reached in the Initial Ruling issued on Date A that (1) the issuance of the
financing order and the transfer of rights under the financing order to the Issuer will not
result in gross income to Company; (2) the issuance of the Notes and the transfer of the
proceeds to Company will not result in gross income to Company; and (3) the Notes will
be obligations of the Company, are not affected.  

Except as expressly provided herein, no opinion is expressed or implied
concerning the tax consequences of any aspect of any transaction or item discussed or
referenced in this letter. 

In accordance with the Power of Attorney on file with this office, a copy of this
letter is being sent to your authorized representative.  A copy of this letter must be
attached to any income tax return to which it is relevant.
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This ruling is directed only to the taxpayer(s) requesting it.  Section 6110(k)(3) of
the Code provides that it may not be used or cited as precedent.

Sincerely,

William E. Coppersmith
Chief, Branch 2
Office of Associate Chief Counsel 
(Financial Institutions & Products)

cc:


