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STYLE AND FORMAT OF THE
WASHINGTON STATE REGISTER

I. ARRANGEMENT OF THE REGISTER

Documents are arranged within each issue of the Register according to the order in which they are filed in the
code reviser’s office during the pertinent filing period. The three part number in the heading distinctively identifies
each document, and the last part of the number indicates the filing sequence within an issue’s material.

2. PROPOSED, ADOPTED, AND EMERGENCY RULES OF STATE AGENCIES AND INSTITUTIONS
OF HIGHER EDUCATION

The three types of rule-making actions taken under the Administrative Procedure Act (chapter 34.04 RCW)
or the Higher Education Administrative Procedure Act (chapter 28B.19 RCW) may be distinguished by the size

and style of type in which they appear.

(a)  Proposed rules are those rules pending permanent adoption by an agency and set forth in eight point type.
(b) Adopted rules have been permanently adopted and are set forth in ten point type.

(c) Emergency rules have been adopted on an emergency basis and are set forth in ten point oblique type.

3. PRINTING STYLE —INDICATION OF NEW OR DELETED MATTER

RCW 34.04.058 requires the use of certain marks to indicate amendments to existing agency rules. This style
quickly and graphically portrays the current changes to existing rules as follows:

(a) In amendatory sections —
(i) underlined matter is new matter;
(i) deleted matter is ((Hhed-out-and-bracketed-between-double—pa
(b) Complete new sections are prefaced by the heading NEW SECTION:
(c) The repeal of an entire section is shown by listing its WAC section number and caption under the heading
REPEALER.

4. EXECUTIVE ORDERS, COURT RULES, NOTICES OF PUBLIC MEETINGS

Material contained in the Register other than rule-making actions taken under the APA or the HEAPA does
not necessarily conform to the style and format conventions described above. The headings of these other types of
material have been edited for uniformity of style; otherwise the items are shown as nearly as possible in the form

submitted to the code reviser's office.

5. EFFECTIVE DATE OF RULES

(a) Permanently adopted agency rules take effect thirty days after the rules and the agency order adopting
them are filed with the code reviser. This effective date may be delayed, but not advanced, and a delayed
effective date will be noted in the promulgation statement preceding the text of the rule.

(b) Emergency rules take effect upon filing with the code reviser and remain effective for a maximum of ninety
days from that date.
(¢) Rules of the state Supreme Court generally contain an effective date clause in the order adopting the rules.

6. EDITORIAL CORRECTIONS

Material inserted by the code reviser for purposes of clarification or correction or to show the source or history
of a document is enclosed in brackets [ ].

7. INDEX AND TABLES

A combined subject matter and agency index and a table of WAC sections affected may be found at the end of
each issue.

[t]
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WSR 86-07-001
NOTICE OF PUBLIC MEETINGS
SEATTLE COMMUNITY COLLEGE DISTRICT
[Memorandum—March 5, 1986]

There will be a special board retreat of the board of
trustees of Seattle Community College District, from
9:00 a.m. to 4:00 p.m., on Saturday, March 15, 1986.
The meeting will take place in the District Office Board
Room, 300 Elliott Avenue West, Seattle, WA 98119.

WSR 86-07-002
ADOPTED RULES
DEPARTMENT OF
SOCIAL AND HEALTH SERVICES

(Public Assistance)
[Order 2345—Filed March 6, 1986}

I, Lee D. Bomberger, acting director of the Division
of Administration and Personnel, do promulgate and
adopt at Olympia, Washington, the annexed rules relat-
ing to redirection of warrant, amending WAC 388-38—
270.

This action is taken pursuant to Notice No. WSR 86—
03-076 filed with the code reviser on January 22, 1986.
These rules shall take effect thirty days after they are
filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated under the general rule—
making authority of the Department of Social and
Health Services as authorized in RCW 74.08.090.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.

APPROVED AND ADOPTED March 5, 1986.

By Lee D. Bomberger, Acting Director
Division of Administration and Personnel

AMENDATORY SECTION (Amending Order 1241,
filed 9723/77)

WAC 388-38-270 REDIRECTION OF WAR-
RANT. (1) A recipient eligible for continuing assistance
is entitled to regular and correct payment without undue
interruption or delay. The local office may redirect a
warrant only when there is evidence as specified in sub-
section (2) of this section that:

(a) ((Fherecmprent—with-be—inctigible—forthe-monthiy
payment-asprevioustyauthorized;or

€5))) An overpayment will occur, or

((e))) (b) The warrant will not be received by the
recipient.

(2) Factors which justify redirection of a warrant to
the local office within the meaning of subsection (1) of
this section shall be limited to these situations:

(a) The address of a recipient is unknown by the local
office or the recipient has reported that he or she has
changed or will change his or her address prior to
((schedutes)) scheduled receipt of the warrant.

(31
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(b) A change in payee is required for correct receipt
of the warrant.

. (C). (( - tpt .. : . ... . .-

€2))) Redirection of the warrant is required to effect a

proposed reduction, suspension, or termination of a grant
as provided in WAC 388-33-382 (2)(a). ((fte—ocat
officec—shattconcurrentty motify-thereciprentof the-pro-

poscd—acﬁon—to—rcd-ucc,—suspcnd—ortcrmfnatc—thc-gram
ided s )

((£0)) (d) A recipient has entered an institution and
the local office has been notified by someone acting on
his or her behalf.

(3) The state office may redirect a warrant to the lo-
cal office when an authorization has been submitted
which cannot be processed before delivery date due to
error in the authorization. The warrant is redirected so
that necessary action can be immediately taken to con-
tinue payment in the correct amount.

(4) The local office shall notify the recipient before
action is taken to redirect a warrant for any reason other
than death, unless the recipient has already been notified
that a warrant change will be made. Such notification
shall include:

(a) The reason for the redirect action, and

(b) Assurance of corrected payment, when appropri-
ate, at the earliest possible date((;

-Whenmappticable;z—statementof the—information
TPt . ..... .

(5) Decision as to the recipient's eligibility or ineligi-
bility for the warrant shall be made at the earliest possi-
ble date but not later than ((36)) thirty days after the
date of its issuance.

(a) If ineligibility is determined, the warrant is can-
celled. The recipient shall be notified in writing of the
reason for cancellation.

(b) If ineligibility is not determined, the warrant shall
be released or, if it is not in the correct amount, pay-
ment shall be authorized promptly according to WAC
388-33-140 and a one-time grant issued if necessary as
provided in WAC 388--33-595 (2)(b).

WSR 86-07-003
ADOPTED RULES
DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Public Assistance)
[Order 2346—Filed March 6, 1986]

1, Lee D. Bomberger, acting director of the Division
of Administration and Personnel, do promulgate and
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adopt at Olympia, Washington, the annexed rules relat-
ing to medically needy income level, amending WAC
388-99-020.

This action is taken pursuant to Notice No. WSR 86—
03-069 filed with the code reviser on January 17, 1986.
These rules shall take effect thirty days after they are
filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated under the general rule—
making authority of the Department of Social and
Health Services as authorized in RCW 74.08.090.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.

APPROVED AND ADOPTED March 5, 1986.

By Lee D. Bomberger, Acting Director
Division of Administration and Personnel

AMENDATORY SECTION (Amending Order 2263,
filed 7/31/85)

WAC 388-99-020 ELIGIBILITY DETERMINA-
TION—MEDICALLY NEEDY IN OWN HOME. (1)
The medically needy income level (MNIL) shall be:

(a) One person $ 364
(b) Two persons $ ((5t9)
526
(c) Three persons §  ((5%4)
552
(d) Four persons $ ((561)
578
(e) Five persons $ ((646))
666
(f) Six persons $ (3
756
(g) Seven persons $  ((84%)
873
(h) Eight persons $  ((936))
966
(i) Nine persons $ ((+628))
1,061
(j) Ten persons $ (7))
and above 1,153

(2) For families and children countable income is de-
termined by deducting, from gross income, amounts that
would be deducted in determining AFDC grant eligibili-
ty. Earned income exemption of $30 plus 1/3 of the re-
mainder does not apply for individuals applying solely
for medical assistance.

(3) For aged, blind, and disabled individuals count-
able income is determined by deducting, from gross in-
come, amounts that would be deducted in determining
eligibility for the state supplementary payment.

(4) If countable income is equal to or less than the
appropriate MNIL, the family or individual is certified
eligible.

(5) If countable income is greater than the appropri-
ate MNIL, the applicant is required to spenddown the
excess countable income for the base period. The base
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period shall be the three-month or six-month period
which corresponds to the certification period, see WAC
388-99-055.

(6) Financial responsibility of relatives.

(a) For families and children,

(i) Income and resources of spouse or parent are con-
sidered available to the applicant whether or not actually
contributed if they live in the same household.

(ii) Income and resources of spouse or parent are
considered only to the extent of what is actually contrib-
uted if not in same household.

(b) For aged, blind, and disabled, see chapter 388-92
WAC for deeming of income.

(7) In mixed households, where more than one assist-
ance unit exists, determine income for the AFDC related
assistance unit according to subsection (2) of this sec-
tion, and for the SSI related assistance unit according to
subsection (3) of this section.

WSR 86-07-004
ADOPTED RULES
DEPARTMENT OF
SOCIAL AND HEALTH SERVICES
(Public Assistance)
[Order 2347—Filed March 6, 1986]

I, Lee D. Bomberger, acting director of the Division
of Administration and Personnel, do promulgate and
adopt at Olympia, Washington, the annexed rules relat-
ing to denied SSI applicants, amending WAC 388-85-
115.

This action is taken pursuant to Notice No. WSR 86—
03-068 filed with the code reviser on January 17, 1986.
These rules shall take effect thirty days after they are
filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated under the general rule—
making authority of the Department of Social and
Health Services as authorized in RCW 74.08.090.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.

APPROVED AND ADOPTED March 5, 1986.

By Lee D. Bomberger, Acting Director
Division of Administration and Personnel

AMENDATORY SECTION (Amending Order 2063,

}Xed 1/4/84)
WAC 388-85-115 DENIED ((§§%)) TITLE Il

[4]

AND T]TLE XVI APPLICANTS ((thn—SSﬁ—dcmts
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. ired:)) When an_individ-
ual has applied for Title II or Title XVI benefits and the
SSA has denied the application solely because of a fail-
ure to meet blindness or disability criteria under Title IT
or Title XVI, the SSA denial shall be binding on the
department, unless:

(1) The SSA denial is under appeals in the reconsid-
eration stage, the SSA's administrative fair hearing pro-
cess, the SSA's appeals council, or the federal courts; or

(2) The applicant’s medical condition has changed
since the SSA denial was issued.

WSR 86-07-005
ADOPTED RULES
DEPARTMENT OF REVENUE
[Order ET 86-3—Filed March 6, 1986]

I, Matthew J. Coyle, acting director of the Depart-
ment of Revenue, do promulgate and adopt at Olympia,
Washington, the annexed rules relating to:

Amd WAC 458-20-210 Sales of agricultural products by per-
sons producing the same.

Persons engaged in the business of
operating as a private or common car-
rier by air, rail or water in interstate or
foreign commerce.

Imports and exports—Sales of goods
from or to persons in foreign countries.

Amd WAC 458-20-175

Amd  WAC 458-20-193C

This action is taken pursuant to Notice No. WSR 86—
03-043 filed with the code reviser on January 14, 1986.
These rules shall take effect thirty days after they are
filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated under the general rule—
making authority of the Department of Revenue as
authorized in RCW 82.32.300.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.

APPROVED AND ADOPTED March 6, 1986.

By Matthew J. Coyle
Acting Director

AMENDATORY SECTION (Amending Order ET 83—

1, filed 3/30/83)
{{AC 458-20-210 SALES OF ((FARM)) AGRI-
ULTURAL PRODUCTS BY ((FARMERS)) PER-
SONS PRODUCING THE SAME. The term
"((farm)) agricultural products” as used herein means
((a&-ﬁm—mmtmmmyﬁmmﬁm
ctabtes—and—grains)) any agricultural or horticultural
produce or crop, including any animal, bird, fish, or in-
sect, or the milk, eggs, wool, fur, meat, honey, or other
substance obtained therefrom: PROVIDED, That "fish"
as used herein means fish which are cultivated and
raised entirely within confined rearing areas on land
owned by the person so raising the same or on land in
which the person has a present right of possession.

(51
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((Attfarmers)) Persons engaging in the business of
making retail sales of ((farm)) agricultural products
produced by them are required to apply for and obtain a
certificate of registration. The certificate shall remain

valid as long as the ((taxpayer)) person remains in
business.

BUSINESS AND OCCUPATION TAX

((Wﬁo—m—m*m

ing—classification—of —thc—business—and—occupatron—tax
upon)) Persons making wholesale sales of ((farm)) agri-
cultural products ((which—have—beenraiscd)) produced

by them upon land owned by or leased to them are not

subject to the business and occupation tax. This exemp-

tion does not extend to sales of manufactured or ex-

tracted products (see WAC 458-20-135 and 458-20-

136)((mor—to—the taking,—cultivating;—or raising—of
i 1 ))-

((Farmers)) Retail sales of agricultural products by
persons producing the same are subject to tax under the
retailing classification of the business and occupation tax
(( )). Thus,
tax is due by any such person who holds himself out to
the public as a seller by:

(1) Conducting a roadside stand or a stand displaying
((farm)) agricultural products for sale at retail;

(2) Posting signs on his premises, or through other
forms of advertising soliciting sales at retail;

(3) Operating a regular delivery route from which
((farm)) agricultural products are sold from door to
door; or

(4) Maintaining an established place of business for
the purpose of making retail sales of ((farm)) agricul-
tural products.

((Farmers)) Persons selling ((farm)) agricultural pro-
ducts not ((raised)) produced by them, should obtain in-
formation from the department of revenue with respect
to their tax liability.

RETAIL SALES TAX

((AH—farmrers)) Persons selling agricultural products
produced by them are required to collect the retail sales
tax upon all retail sales made by them, except sales of
food products exempt under WAC 458-20-244((;-when
e hotdstrimseH ‘ bhi Heri

; ).
AMENDATORY SECTION (Amending Order ET 83—

Wd 3/15/83)
AC 458-20-175 PERSONS ENGAGED IN
THE BUSINESS OF OPERATING AS A PRIVATE
OR COMMON CARRIER BY AIR, RAIL OR WA-
TER IN INTERSTATE OR FOREIGN COM-
MERCE. The term "private carrier” means every
carrier, other than a common carrier, engaged in the
business of transporting persons or property for hire.
The term "watercraft” includes every type of floating
equipment which is designed for the purpose of carrying
therein or therewith persons or cargo. It includes tow
boats, but it does not include floating dry docks, dredges
or pile drivers, or any other similar equipment.
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The term "carrier property” means airplanes, locomo-
tives, railroad cars or water craft, and component parts
of the same.

The term "component part" includes all tangible per-
sonal property which is attached to and a part of carrier
property. It also includes spare parts which are designed
for ultimate attachment to carrier property. The said
term does not include furnishings of any kind which are
not attached to the carrier property nor does it include
consumable supplies. For example, it does not include,
among other things, bedding, linen, table and kitchen
ware, tables, chairs, ice for icing perishables or refriger-
ator cars or cooling systems, fuel or lubricants.

"Such persons,” and "such businesses" mean the per-
sons and businesses described in the title of this rule.

BUSINESS AND OCCUPATION TAX, PUBLIC UTILITY TAX

Persons engaged in such businesses are not subject to
business tax or utility tax with respect to operating in-
come received for transporting persons or property in in-
terstate or foreign commerce. (See WAC 458-20-193.)

When such persons also engage in intrastate business
activities they become taxable at the rates and in the
manner stated in WAC 458-20-179, 458-20-181 and
458-20-193. For example, such persons are taxable un-
der the retailing business tax classification upon the
gross proceeds of sales of tangible personal property, in-
cluding sales of meals, when such sales are made within
this state.

Persons selling tangible personal property to, or per-
forming services for, others engaged in such businesses,
are taxable to the same extent as they are taxable with
respect to sales of property or services made to other
persons in this state. However, on July 1, 1985, a statu-
tory business and occupation tax deduction became e!-
fective for sales of fuel for consumption outside the
territorial waters of the United States by vessels used
primarily in foreign commerce. In order to qualify for
this deduction sellers must take a certificate signed by
the buyer or the buyer's agent stating: The name of the
vessel for which the fuel is purchased; that the vessel is
primarily used in foreign commerce; and, the amount of
fuel purchased which will be consumed outside of the
territorial waters of the United States. Sellers must ex-
ercise good faith in accepting such certificates and are
required to add their own signed statement to the certif-
icate to the effect that to the best of their knowledge the
information contained in the certificate is correct. The
following is an acceptable certificate form:

FOREIGN FUEL EXEMPTION CERTIFICATE

SELLER: VESSEL:

WE HEREBY CERTIFY that this purchase of (kind and
amount of product) from (seller) will be consumed as
fuel outside the territorial waters of the United States by
the above-named vessel. We further certify that said
vessel is used primarily in foreign commerce and that
none of the fuel purchased will be consumed within the
territorial boundaries of the State of Washington.

(6]
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DATED s

Purchaser

Purchaser's Agent

By:

Title or Office

When a completed certification such as this is taken in
good faith by the seller, the sale is exempt of business
and occupation tax, whether made at wholesale or retail,
and even though the fuel is delivered to the buyer in this
state.

RETAIL SALES TAX

Sales of meals (including those sold to employees, see
WAC 458-20-119) and retail sales of other tangible
personal property, made by such persons, are subject to
the retail sales tax when such sales are made within this
state.

By reason of specific exemptions contained in RCW
82.08.0261 and 82.08.0262 the retail sales tax does not
apply upon the following sales:

(1) Sales of airplanes, locomotives, railroad cars, or
watercraft for use in conducting interstate or foreign
commerce by transporting therein or therewith property
and persons for hire;

(2) Sales of tangible personal property which becomes
a component part of such carrier property in the course
of constructing, repairing, cleaning, altering or improv-
ing the same; :

(3) Sales of or charges made for labor or services
rendered with respect to the constructing, repairing,
cleaning, altering or improving of such carrier property;

(4) Sales of any tangible personal property other than
the type referred to in | and 2 above, for use by the
purchaser in connection with such businesses, provided
that any actual use thereof in this state shall, at the time
of actual use, be subject to the use tax.

Except as to sales of or charges made for labor or
services rendered with respect to the constructing, re-
pairing, cleaning, altering or improving of carrier prop-
erty, the foregoing exemptions are limited to sales of
tangible personal property. Hence the retail sales tax
applies upon the sales of or charges made for labor or
services rendered in respect to (1) the installing, repair-
ing, cleaning, altering, imprinting or improving of any
other type of tangible personal property; and in respect
to (2) the constructing, repairing, decorating or improv-
ing of new or existing buildings or other structures. Thus
the retail sales tax applies upon the charge made for re-
pairing within this state of such things as switches, frogs,
office equipment, or any other property which is not car-
rier property. It also applies upon the charge made for
laundering linen and bedding. The tax also applies upon
the charge made for constructing buildings, such as de-
pots, wharves and hangars, or for repairing, decorating
or improving the same.

However, the cost of installing, repairing, cleaning,
altering, imprinting or improving of tangible personal
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property prior to its initial use by the carrier is consid-
ered as part of the initial cost of the property involved
and therefore exempt from the sales tax. Thus, for ex-
ample, the treating of railroad ties prior to their initial
use is considered as part of the original cost of the ties
and therefore exempt from the sales tax under RCW
82.08.0261.

EXEMPTION CERTIFICATES REQUIRED. Persons selling
tangible personal property or performing services which
come within any of the foregoing exemptions are re-
quired to obtain from the purchaser, or his authorized
agent, a certificate evidencing the exempt nature of the
transaction. This certificate must identify the operator of
the carrier by name and by its department of revenue
registration number, if registered, and if not registered,
by address.

The certificate may be in blanket form—that is, may
certify as to all future purchases, or individual certifi-
cates may be made for each purchase. Also the certifi-
cate may be incorporated in or stamped upon the
purchase order.

The certificate should be in substantially the following
form:

EXEMPTION CERTIFICATE

WE HEREBY CERTIFY that all the tangible personal
property to be purchased from you will be for use in
connection with our business of operating as a

(private or common)  carrier by _ (air, rail or
water) in__ (interstate or foreign) commerce;
that all (airplanes, locomotives, railroad cars or
water craft) or component parts thereof, to be con-
structed, repaired, cleaned, altered or improved by you,
will be used in conducting__ (interstate or foreign)
commerce; and that all such sales are entitled to exemp-
tion from the Retail Sales Tax under the provisions of
RCW 82.08.0261 and 82.08.0262.

(Title-Officer or Agent)
Address

USE TAX

The use tax does not apply upon the use of airplanes,
locomotives, railroad cars or watercraft, including com-
ponent parts thereof, which are used primarily in con-
ducting such businesses.

"Actual use within this state," as used in RCW 82-
.08.0261 does not include use of durable goods aboard
carrier property while engaged in interstate or foreign
commerce. Thus the use tax does not apply upon the use
of furnishings and equipment (whether attached to the
carrier or not) intended for use aboard carrier property
while operating partly within and partly without this
state. Included herein are such items as bedding, table
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linen and wares, kitchen equipment, tables and chairs,
hand tools, hawsers, life preservers, parachutes, and oth-
er durable goods which are necessary, convenient or de-
sirable for the proper operation of such carrier property.

The use tax does apply upon the actual use within this
state of all other types of tangible personal property
purchased at retail and upon which the sales tax has not
been paid. Included herein are all consumable goods for
use on and placed aboard carrier property while within
this state, but only to the extent of that portion con-
sumed herein. Thus the tax applies upon the use of the
amount consumed in this state of ice, fuel and lubricants
which are placed aboard in this state, and upon food
supplies or catered meals placed aboard carrier property
in this state and served to customers in this state by
transportation companies when the meals so served are
included in the charge for transportation. (The retail
sales tax must be collected upon separate sales within
this state of meals or other tangible personal property.)
The tax does not apply upon the use within this state of
any part of consumable goods for use on carrier property
and placed aboard outside this state.

Liability for the use tax arises at the time of actual
use thereof in this state. ,

Due to the difficulty in many cases of determining at
the time of purchase whether or not the property pur-
chased or a part thereof will be put to use in this state
and due to the resulting accounting problems involved,
persons engaged in the business of operating as private
or common carriers by air, rail or water in interstate or
foreign commerce will be permitted to pay the use tax
directly to the department of revenue rather than to the
seller, and such sellers are relieved of the liability for the
collection of such tax. This permission is limited, howev-
er, to persons duly registered with the department. The
registration number given on the certificate which will
be furnished to the seller ordinarily will be sufficient evi-
dence that the purchaser is properly registered.

As to persons operating in interstate or foreign com-
merce as carriers by air, rail or water who are not regis-
tered with the department and who, therefore, are not
regularly filing tax returns with the department, sellers
of durable goods must either collect the use tax at the
time-of the sale or require from such purchasers a fur-
ther certificate to the effect that no part of the subject
matter of the sale is for actual use in this state.

Similarly, where consumable goods, such as ice,
bunker fuel, or lubricants are purchased by or for carri-
ers not registered with the department, and delivered on
board a carrier regularly engaged in interstate or foreign
commerce for consumption while both within and with-
out the territorial boundaries of the state of Washington,
the seller is required to collect from the buyer the
amount of use tax applicable to that portion of the pro-
ducts sold which will be consumed within this state.

It will be presumed that the entire amount of the
goods purchased will be consumed within this state un-
less the seller obtains from the buyer a certificate certi-
fying as to the amount thereof which will be consumed
while within the territorial boundaries hereof.

The certificate shall be made by the master or chief
engineer of the carrier, or by some other person known
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by the seller to be competent to make the same, and
shall be substantially in the following form:

CERTIFICATE

Name of Owner or Agent

Name of Carrier

The undersigned does hereby certify as follows:

(1) The purchaser has this day purchased from the
seller in the State of Washington certain amounts of

(type of goods purchased) , and has taken deliv-
ery thereof aboard said carrier for its exclusive use while
regularly engaged in transporting persons or property for
profit in interstate or foreign commerce.

(2) While the said carrier is within the territorial
boundaries of the state of Washington, it will consume
the following amounts of the commodities purchased:
barrels of fuel oil
gallons of lubricants
pounds of grease
other consumable goods

Office or Title

AMENDATORY SECTION (Amending Order ET 83—
16/ filed 3/15/83)

WAC 458-20-193C IMPORTS AND EX-
PORTS—SALES OF GOODS FROM OR TO PER-
SONS IN FOREIGN COUNTRIES.

(Ruete—+93—))WAC 458-20-193((3)) deals with in-

terstate and foreign commerce and is published in four
separate parts:

Part A. Sales of goods originating in Washington to
persons in other states.
Part B. Sales of goods originating in other states to
persons in Washington.
Imports and exports: Sales of goods from or to
persons in foreign countries.
Part D. Transportation, communication, public utility
activities, or other services in interstate
or foreign commerce.

Part C.

Part C.
FOREIGN COMMERCE

Foreign commerce means that commerce which in-
volves the purchase, sale or exchange of property and its
transportation from a state or territory of the United
States to a foreign country, or from a foreign country to
a state or territory of the United States.

IMPORTS. An import is an article which comes from a
foreign country (not from a state, territory or possession
of the United States) for the first time into the taxing
jurisdiction of a state.
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Taxation of such goods is impermissible while the
goods are still in the process of importation, i.e., while
they are still in import transportation. Further, such
goods are not subject to taxation if the imports are
merely flowing through this state on their way to a des-
tination in some other state.

EXPORTS. An export is an article which originates
within the taxing jurisdiction of the state destined for a
purchaser in a foreign country. Thus ships stores and
supplies are not exports.

BUSINESS AND OCCUPATION TAX
WHOLESALING AND RETAILING.

IMPORTS. Sales of imports by an importer or his agent
are not taxable and a deduction will be allowed with re-
spect to the sales of such goods, if at the time of sale
such goods are still in the process of import transporta-
tion. Immunity from tax does not extend: (1) To the sale
of imports to Washington customers by the importer
thereof or by any person after completion of importation
whether or not the goods are in the original unbroken
package or container; nor (2) to the sale of imports sub-
sequent to the time they have been placed in use in this
state for the purpose for which they were imported; nor
(3) to sales of products which, although imports, have
been processed or handled within this state or its territo-
rial waters.

EXPORTS. A deduction is allowed with respect to ex-
port sales when as a necessary incident to the contract of
sale the seller agrees to, and does deliver the goods (1)
to the buyer at a foreign destination; or (2) to a carrier
consigned to and for transportation to a foreign destina-
tion; or (3) to the buyer at shipside or aboard the buy-
er's vessel or other vehicle of transportation under
circumstances where it is clear that the process of ex-
portation of the goods has begun, and such exportation
will not nccessarily be deemed to have begun if the
goods are merely in storage awaiting shipment, even
though there is reasonable certainty that the goods will
be exported. The intention to export, as evidenced for
example, by financial and contractual relationships does
not indicate "certainty of export” if the goods have not
commenced their journey abroad; there must be an ac-
tual entrance of the goods into the export stream.

In all circumstances there must be (a) a certainty of
export and (b) the process of export must have started.

It is of no importance that title and/or possession of
the goods pass in this state so long as delivery is made
directly into the export channel. To be tax exempt upon
export sales, the seller must document the fact that he
placed the goods into the cxport process. That may be
shown by the seller obtaining and keeping in his files any
one of the following documentary evidence:

(1) A bona fide bill of lading in which the seller is
shipper/consignor and by which the carrier agrees to
transport the goods sold to the foreign buyer/consignee
at a foreign destination; or

(2) A copy of the shipper's export declaration, show-
ing that the seller was the exporter of the goods sold; or

(3) Documents consisting of:
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(a) Purchase orders or contracts of sale which show
that the seller is required to get the goods into the export
stream, e.g., "f.a.s. vessel;" and

(b) Local delivery receipts, tripsheets, waybills, ware-
house releases, etc., reflecting how and when the goods
were delivered into the export stream; and

(¢) When available, United States export or customs
clearance documents showing that the goods were actu-
ally exported; and

(d) When available, records showing that the goods
were packaged, numbered, or otherwise handled in a
way which is exclusively attributable to goods for export.

Thus, where the seller actually delivers the goods into
the export stream and retains such records as above set
forth, the tax does not apply. It is not sufficient to show
that the goods ultimately reached a foreign destination;
but rather, the seller must show that he was required to,
and did put the goods into the export process.

Sales of tangible personal property, of ships stores,
and supplies to operators of steamships, etc., are not de-
ductible irrespective of the fact that the property will be
consumed on the high seas, or outside the territorial ju-
risdiction of this state, or by a vessel engaged in con-
ducting foreign commerce. However, on July 1, 1985, a
statutory business and occupation tax deduction became
effective for sales of fuel for consumption outside the
territorial waters of the United States by vessels used
primarily in foreign commerce. In order to qualify for
this deduction sellers must take a certificate signed by
the buyer or the buyer's agent stating: The name of the
vessel for which the fuel is purchased; that the vessel is
primarily used in foreign commerce; and, the amount of
fuel purchased which will be consumed outside of the
territorial waters of the United States. Sellers must ex-
ercise good faith in accepting such certificates and are
required to add their own signed statement to the certif-
icate to the effect that to best of their knowledge the in-
formation contained in the certificate is correct. The
following is an acceptable certificate form:

FOREIGN FUEL EXEMPTION CERTIFICATE

SELLER!: VESSEL:

WE HEREBY CERTIFY that this purchase of (kind and
amount of product) from (seller) will be consumed as
fuel outside the territorial waters of the United States by
the above-named vessel. We further certify that said
vessel is used primarily in foreign commerce and that
none of the fuel purchased will be consumed within the
territorial boundaries of the State of Washington.

, 19

DATED

Purchaser

Purchaser's Agent

By:

Title or Office

When a completed certification such as this is taken in
good faith by the seller, the sale is exempt of business
and occupation tax, whether made at wholesale or retail,
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and even though the fuel is delivered to the buyer in this
state.

EXTRACTING, MANUFACTURING. Persons engaged in
these activities in Washington and who transfer or make
delivery of articles produced to points outside the state
are subject to business tax under the extracting or man-
ufacturing classification and are not subject to business
tax under the retailing or wholesaling classification. See
also (( ))WAC 458-20-135 and
458-20-136((})). The activities taxed occur entirely
within the state, are inherently local, and are conducted
prior to the commercial journey. The tax is measured by
the value of products as determined by the selling price.
See ((Rutet21))WAC 458-20-112((})). It is imma-
terial that the value so determined includes an additional
increment of value because the sale occurs outside the
state.

RETAIL SALES TAX

The same principles apply to the retail sales tax as are
set forth for business and occupation tax above, except
that certain statutory exemptions may apply. (See
(( 5 ; ; ; NWAC 458-
20-174, 458-20-175, 458-20-176, 458-20-177, 458-
20-238 and 458-20-239((})).)

USE TAX

The use tax is imposed upon the use, including stor-
age, of all tangible personal property acquired for any
use or consumption in this state unless specifically ex-
empt by statute.

WSR 86-07-006
ADOPTED RULES
DEPARTMENT OF REVENUE
[Order ET 86-4—Filed March 6, 1986]

I, Matthew J. Coyle, acting director of the Depart-
ment of Revenue, do promulgate and adopt at Olympia,
Washington, the annexed rules relating to artistic or
cultural organizations, new section WAC 458-20-249.

This action is taken pursuant to Notice No. WSR 86—
03-042 filed with the code reviser on January 14, 1986.
These rules shall take effect thirty days after they are
filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated under the general rule-
making authority of the Department of Revenue as
authorized in RCW 82.32.300.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.

APPROVED AND ADOPTED March 6, 1986.

By Matthew J. Coyle
Acting Director
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IWEW SECTION

rWAC 458-20-249 ARTISTIC OR CULTURAL
ORGANIZATIONS. For purposes of business and oc-
cupation tax deduction and certain retail sales tax and
use tax exemptions, RCW 82.04.4328 expressly defines
the term "artistic or cultural organizations" in pertinent
part as follows:

" the term "artistic or cultural organization”
means an organization which is organized and operated
exclusively for the purpose of providing artistic or cul-
tural exhibitions, presentations, or performances or cul-
tural or art education programs, . . . for viewing or
attendance by the general public. The organization must
be a not—for—profit corporation under chapter 24.03
RCW and managed by a governing board of not less
than eight individuals none of whom is a paid employee
of the organization or by a corporation sole under chap-
ter 24.12 RCW. In addition, to qualify for deduction or
exemption from taxation . . . the corporation shall sat-
isfy the following conditions:

(a) No part of its income may be paid directly or in-
directly to its members, stockholders, officers, directors,
or trustees except in the form of services rendered by the
corporation in accordance with its purposes and bylaws;

(b) Salary or compensation paid to its officers and ex-
ecutives must be only for actual services rendered, and
at levels comparable to the salary or compensation of
like positions within the state;

(c) Assets of the corporation must be irrevocably ded-
icated to the activities for which the exemption is
granted and, on the liquidation, dissolution, or abandon-
ment by the corporation, may not inure directly or indi-
rectly to the benefit of any member or individual except
a nonprofit organization, association, or corporation
which also would be entitled to the exemption;

(d) The corporation must be duly licensed or certified
when licensing or certification is required by law or
regulation;

(e) The amounts received that qualify for exemption
must be used for the activities for which the exemption
is granted;

(f) Services must be available regardless of race, col-
or, national origin, or ancestry; and

(g) The director of revenue shall have access to its
books in order to determine whether the corporation is
exempt from taxes.

(2) The term "artistic or cultural exhibitions, presen-
tations, or performances or cultural or art education
programs" includes and is limited to:

(a) An exhibition or presentation of works of art or
objects of cultural or historical significance, such as
those commonly displayed in art or history museums;

(b) A musical or dramatic performance or series of
performances; or

(¢) An educational seminar or program, or series of
such programs, offered by the organization to the gener-
al public on an artistic, cultural, or historical subject.”

Effective July 1, 1985, artistic or cultural organiza-
tions, as defined herein, are not subject to business and
occupation tax upon amounts derived from conducting
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any business activities whatever. Formerly, a business
and occupation tax deduction was available only for
amounts received by such organizations from the United
States and its instrumentalities or the state and local
government entities (RCW 82.04.4322); certain manu-
facturing activities (RCW 82.04.4324); and tuition fees
for artistic or cultural education programs (RCW 82-
.04.4326). Under current law, however, the deduction is
unrestricted and applies to all activities conducted by
such qualifying organizations.

RETAIL SALES TAX

Artistic or cultural organizations which make any
charges for goods or services which are included in the
definition of "retail sale"” under RCW 82.04.050, must
collect and report the retail sales tax thereon. No sales
tax exemption is available for sales by such
organizations.

Such organizations are exempt of paying retail sales
tax upon their purchases of certain "objects” for the
purpose of exhibition or presentation to the general pub-
lic if the objects are:

(1) Objects of art;

(2) Objects of cultural value;

(3) Objects to be used in the creation of a work of art,
other than tools; or

(4) Objects to be used in displaying art objects or
presenting artistic or cultural exhibitions or performanc-
es. (RCW 82.08.031)

The term "objects" is deemed to mean items of tangi-
ble personal property. It does not include professional or
commercial services rendered by third parties. Where,
however, certain services are performed which are mere-
ly incidental to sales of tangible personal property, e.g.,
designing playbills or altering stage curtains which are
then sold to qualifying organizations, the total charge
therefore will be exempt.

Charges for materials, equipment, and services related
to repair, maintenance, or replacement of buildings or
structures are not exempt. Thus, e.g., theater seats, aisle
carpeting, air conditioning systems, painting of interior
or exterior of buildings, and the like are not tax exempt
"objects."

Under Washington law exempt sales include rentals of
exempt objects.

Examples of objects which may be purchased by
qualifying artistic or cultural organizations without pay-
ment of retail sales tax are:

a) Tickets, programs, signs, posters, fliers, and
playbills printed for particular displays or performances;
scenery, costumes, stage, props, scrims, and materials for
their construction;

b) Stage lights, filters, control panels, color medium,
stage drapes, sets, set paint, gallery exhibition materials,
risers, display platforms, and materials for their
construction;

¢) Sheet music, recordings, musical instruments and
musical supplies for the staging of displays and
performances;

d) Movie projectors, films, sound systems, video and
sound equipment and supplies and computer hardware
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and standard, prewritten software directly used exclu-
sively in the staging of performances or actual display of
art objects.

Examples of objects which may be purchased by
qualifying artistic or cultural organizations, upon which
the retail sales tax must be paid are:

a) Supplies and equipment for clerical support, in-
cluding bulk tickets for general use, stationery, type-
writers, copy machines, and general office supplies;

b) Theater seats, lobby furniture, carpeting, vending
machines, and general supplies for audience or patrons'
convenience and use;

¢) Shipping and packing materials, crates, boxes,
dunnage, labels, tags, and container-related items for
transfer or storage of exempt objects;

d) Sewing machines and other durable equipment
used to prepare, repair, and maintain exempt objects
(such items are deemed to be "tools,” rather than ex-
empt objects);

e) Theater or building lighting and utility fixtures and
systems, and computer hardware and software not di-
rectly and exclusively used in staging performances or
actually displaying art objects.

Qualified artistic and cultural organizations may ob-
tain the tax exemptions by providing their suppliers with
a written statement in essentially the following form:

I, (buyer's name) , hereby confirm that the items purchased on
(date of purchase) , without payment of retail sales tax, from
(seller's name)  are all objects of art or cultural value or to be
used in the creation of such objects or in displaying art objects or pre-

senting artistic or cultural exhibitions or performances.

(signature of authorized purchaser)
(name of organization)
(registration no. of organization)

for:

Vendors who accept such certifications in good faith
will be excused from the responsibility of collecting and
remitting sales tax on such sales.

USE TAX

Under RCW 8§2.12.031, the use tax does not apply to
the use of any objects for the purposes explained earlier
in this rule, and upon which the retail sales tax would be
exempt if the objects were purchased in this state. The
use tax applies upon all other items of tangible personal
property used by artistic or cultural organizations upon
which retail sales tax has not been paid.

WSR 86-07-007
PROPOSED RULES
UNIVERSITY OF WASHINGTON
[Filed March 7, 1986]

Notice is hereby given in accordance with the provi-
sions of RCW 28B.19.030, that the University of
Washington intends to adopt, amend, or repeal rules
concerning use of facilities, amending WAC 478-136-
015.
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The formal decision regarding adoption, amendment,
or repeal of the rules will take place on April 25, 1986.

The authority under which these rules are proposed is
RCW 28B.20.130.

The specific statute these rules are intended to imple-
ment is RCW 28B.20.130.

Interested persons may submit data, views, or argu-
ments to this institution in writing to be received by this
institution before April 25, 1986.

Dated: February 25, 1986
By: Elsa Kircher Cole
Assistant Attorney General

STATEMENT OF PURPOSE

Statutory Authority: RCW 28B.20.130.

Purpose of the Rule(s): Correct clerical error in cita-
tion to the state criminal trespass statute, RCW
9A.52.080.

Summary of the Rule(s): See purpose above.

Reasons Which Support the Proposed Action: See
purpose above.

Name of Person or Organization Proposing the
Rule(s): University of Washington, governmental,
public.

Agency Personnel Responsible for Drafting, Imple-
mentation and Enforcement of the Rule(s): Stephen E.
Nord, 483 Schmitz Hall, UW, 543-1750.

The rule is not necessary as the result of federal law,
federal court action, or state court action.

Agency Comments, if any, Regarding Statutory Lan-
guage, Implementation, Enforcement and Fiscal Matters
Pertaining to the Rule(s): None.

AMENDATORY SECTION (Amending Order 82-2, filed 7/22/82,
effective 10/1/82)

WAC 478-136-015 ADMINISTRATIVE RESPONSIBILI-
TIES. (1) The board of regents delegates to the president of the uni-
versity the authority to regulate the use of university facilities.

(2) Under this authority, the president has appointed the committee
on the use of university facilities to provide for proper review of the use
of university facilities; to establish within the framework of this policy,
guidelines and procedures governing such use; and to establish policies
regarding fees and rental schedules where appropriate. Inquiries con-
cerning the use of university facilities may be directed to the Secretary
of the Committee, 400 Administration Building (Al-10), 543-2560.

(3) Sponsorship of an event by an academic or administrative unit of
the university implies that professional judgment has been applied to
the content of the program, the qualifications of the individuals con-
ducting the event, the manner of presentation, and that the event is
consistent with the teaching, research, and/or public service mission of
the university.

(4) Approval of a facilities use request by the committee on the use
of university facilities implies the proposed event has been reviewed
with regard to the general facilities policy; the direct and indirect costs
to the institution; environmental, health and safety concerns; wear and
tear on the facilities; appropriateness of the event to the specific facili-
ty; and the impact of the event on the campus community, surrounding
neighborhoods and the general public.

(5) Individuals who violate the university's use of facilities regula-
tions will be advised of the specific nature of the violation and, if they
persist, will be requested to leave university property. Failure to com-
ply with such a request will subject such individuals to arrest under
provisions of RCW ((9-83:686—(Crimimat—trespass—Penaity—De-
fense))) 9A.52.080 (Criminal trespass in the second degree), city of
Seattle 12A.08.040 (Criminal trespass), or other applicable laws.
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WSR 86-07-008
WITHDRAWAL OF PROPOSED RULES
UTILITIES AND TRANSPORTATION

COMMISSION
[Filed March 7, 1986]

Withdrawal notice in WUTC Cause No. U-85-65, in
the matter of amending WAC 480-120-033 relating to
accounting and reporting requirements for competitive
telecommunications companies.

This memorandum is sent pursuant to WAC 1-12-033
as a notice of withdrawal, withdrawing the above—cited
proposed rule. The rule was noticed under WSR 85-22—
069 filed November 6, 1985, and continued under WSR
86-03-037 filed January 13, 1986. A revised rule is filed
under Cause No. U-86-31.

Paul Curl
Acting Secretary

WSR 86-07-009

PROPOSED RULES
UTILITIES AND TRANSPORTATION

COMMISSION

[Filed March 7, 1986]

Notice is hereby given in accordance with the provi-
sions of RCW 34.04.025, that the Washington Utilities
and Transportation Commission intends to adopt,
amend, or repeal rules concerning WAC 480-120-021
relating to the glossary and WAC 480-120-057 relating
to deposits for telecommunications companies. The pro-
posed alternate sections are shown below as Appendix A,
Cause No. U-85-58. Written and/or oral submissions
may also contain data, views, and arguments concerning
the effect of the proposed section on economic values,
pursuant to chapter 43.21H RCW and WAC 480-08-
050(17).

Comment is specifically invited on the effect, if any,
on small business (those having fewer than 50 employ-
ees) in the detail contemplated by chapter 19.85 RCW.

ALTERNATIVE 1

The proposed amendment to WAC 480-120-021 and
new section WAC 480-120-057, together with a small
business economic impact statement were originally
published under WSR 85-23-030 in the Washington
State Register. The entirety of that notice is incorporat-
ed by reference herein as Alternative 1.

ALTERNATIVE 2

In addition to Alternative 1, published as previously
noted, the commission will consider a second alternative,
denominated Alternative 2, filed herein with a separate
small business economic impact statement. The commis-
sion will consider both alternatives in light of all com-
ments now or hereafter filed pursuant to either notice;

that the agency will at 9:00 a.m., Wednesday, April
23, 1986, in the Commission's Hearing Room, Second
Floor, Chandler Plaza Building, 1300 Evergreen Park
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Drive South, Olympia, WA, conduct a public hearing on
the proposed rules.

The formal decision regarding adoption, amendment,
or repeal of the rules will take place on April 30, 1986.

The authority under which these rules are proposed is
RCW 80.01.040.

Interested persons may submit data, views, or argu-
ments to this agency in writing to be received by this
agency before April 14, 1986.

Dated: March 5, 1986
By: Paul Curl
Acting Secretary

STATEMENT OF PURPOSE

In the matter of amending WAC 480-120-021 and
adopting WAC 480-120-057 relating to telecommuni-
cations companies.

The rules proposed by the Washington Utilities and
Transportation Commission are to be promulgated pur-
suant to RCW 80.01.040, which directs that the com-
mission has authority to implement the provisions of
Title 80 RCW.

The rules proposed by the Washington Utilities and
Transportation Commission are designed to define inter-
exchange telecommunications companies, and to provide
the conditions under which a telecommunications com-
pany may require a deposit or other security of an inter-
exchange carrier which purchases service for resale to
ultimate consumers.

Paul Curl, Acting Secretary, Chandler Plaza Build-
ing, 1300 Evergreen Park Drive South, Olympia,
Washington, phone (206) 753-6451, and members of his
staff were responsible for the drafting of the proposed
rules and will be responsible for implementation and en-
forcement of the proposed rules.

The proponent of the rules is the Washington Ultilities
and Transportation Commission.

There are no comments or recommendations being
submitted inasmuch as the proposal is pursuant to legis-
lative authorization reflected in RCW 80.01.040 and Ti-
tle 80 RCW.

The rule change is not necessary as the result of fed-
eral law, or federal or state court action.

The rule change proposed will affect no economic
values.

This certifies that copies of this statement are on file
with the commission, are available for public inspection,
and that three copies of this statement are this date be-
ing forwarded to the Joint Administrative Rules Review
Committee.

Economic Impact Statement to Accompany
Amendatory Rules for Interexchange
Telecommunications Company Deposits

This economic impact statement discusses the costs of
compliance with proposed rules which set out the terms
and conditions under which local exchange telephone
companies will collect and hold security deposits and
advances on account from interexchange telecommuni-
cations companies. The cost of compliance varies inver-
sely with the creditworthiness of the interexchange
company but not necessarily with size of company.
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Companies which are very creditworthy, whether large
or small, will be able to establish credit under WAC
480-120-057 (1)(a) or (b). Such companies, whether
large or small, will not be required to provide deposit or
security except in cases of demonstrated credit risk such
as poor payment record or record of payment with
checks which have been dishonored.

Companies of lesser creditworthiness, whether large or
small, which cannot establish credit under WAC 480—
120-057 (1)(a) or (b) have the option of providing se-
curity in the form of a letter of credit, a deposit or pre-
payment. It appears that the cost of maintaining a
deposit would always exceed the cost of one of the other
two options. The following is a discussion of the cost of
providing a letter of credit and the cost of prepayment.

The annual cost of providing a letter of credit is approx-
imately 1% to 3% (depending on creditworthiness) of the
amount of 2 months bills from the local exchange com-
pany. Assuming that the resale markup over cost doesn't
vary with the size of interexchange carrier, the cost of
compliance per one hundred dollars of sales would be the
same for companies of equal creditworthiness, regardless
of size. This follows from the following reasoning: The
annual cost of a letter of credit (C) is approximately
twice the average month's bill (B) multiplied by the rate
(r) paid per dollar of letter of credit coverage.

1) C = 2Br

The number of hundreds of dollars of sales (S) is the
volume of sales (s) divided by 100:

2) S = s/100

The annual cost of the letter of credit option per one

hundred dollars sales is then the quotient of equations 1)
and 2).

3)

C/S = 2Br/[s/100]

200Br/s

Define resale markup (M) to be the ratio of sales to bills
for the average month.

4) M = s/B

Then, using equations 3) and 4) we conclude that the
annual cost of the letter of credit option depends on the
rate charged for the letter of credit and the resale
markup, neither of which depends of necessity on the
size of the interexchange carrier.

5) C/S = 200r/M

Interexchange carriers which are not sufficiently
creditworthy to obtain a letter of credit to secure obliga-
tions to local exchange companies would probably
choose to provide security by paying one month's
charges in advance. The annual cost of this option
amounts to the difference between the interest on depos-
its paid by local exchange companies and the cost of
capital to the interexchange company (perhaps a large
difference for companies which are very poor credit
risks) multiplied by the amount of one month's bill.
Again, following a line of reasoning much like the one
above, if the resale markup over cost doesn't vary with
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the size of interexchange carrier, the cost of compliance
per one hundred dollars of sales would be the same for
companies of equal creditworthiness, regardless of size.

It has been argued above that the rate charged for a let-
ter of credit and the cost of capital to an interexchange
company do not vary with size of company but depend
on the company's creditworthiness. As a matter of logic
this is certainly true; there are very creditworthy small
companies which can borrow on extremely favorable
terms as well as large companies which are poor credit
risks and have difficulty borrowing at all. As a matter of
fact, when examining any particular set of companies,
the cost of borrowing may vary greatly with the size of
firms. This is especially likely when the smaller firms are
newer, less experienced less, well established and hence
poorer credit risks than the larger ones. Examination of
these relationships in general is well beyond the scope of
this economic impact statement.

On the basis of the analysis above of cost of compliance
per hundred dollars of sales, we conclude that the cost of
compliance with the instant amendatory rules does not
fall disproportionately on small businesses. The cost of
compliance is clearly greater for companies which are
poor credit risks, as is the expected bad debt cost to local
exchange companies. To the extent that the cost of com-
pliance does, as a matter of fact, vary with the size of
the company within a particular set of companies, the
relationship is merely statistical and does not depend in
any logical way on the smallness or largeness of firms.

Reviser's note: The brackets and enclosed material in the text
above occurred in the copy filed by the agency and appear herein pur-
suant to the requirements of RCW 34.08.040.

NEW SECTION

WAC 480-120-057 DEPOSIT OR SECURITY—INTEREX-
CHANGE TELECOMMUNICATIONS COMPANIES. (1) Estab-
lishment of credit—interexchange telecommunications company. An
interexchange telecommunications company may establish credit by
demonstrating to the utility any one of the following subdivisions (a)
or (b) of this subsection, subject to the provisions of subsection (4) of
this section:

(a) Corporate debt rating. The interexchange telecommunications
company or, if the interexchange telecommunications company is un-
able to comply with this provision, its parent or affiliated company, has
undertaken to guarantee the payment of all charges incurred by the
subscribing interexchange telecommunications company, has a corpo-
rate debt rating, according to Standard and Poor's of BBB or higher,
or according to Moody's of Baa or higher, with respect to any out-
standing general debt obligation; or

(b) When the interexchange telecommunications company has dem-
onstrated to the utility, through the bimonthly provision of certified fi-
nancial statements, the following financial criteria:

(i) A positive cash flow from total company operations over the past
twelve months.

(i) A minimum level of net worth at least equivalent to the deposit
which would otherwise be required.

(iii) A current ratio (current assets—to-current liabilities) of 1.1 to 1
or a debt-to-equity ratioof 1.8 to 1.

(iv) A minimum accounts receivable turnover ratio (annual sales di-
vided by average accounts receivable) of four over the last twelve
months.

(2) Deposit or security requirements. A deposit or security shall be
required from an interexchange telecommunications company under
the following circumstances:

(a) When the interexchange telecommunications company has failed
to establish credit as outlined above.
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(b) In any event, a deposit or security shall be required when within
the twelve months prior to the application, the interexchange telecom-
munications company's service has been disconnected for failure to pay
amounts owing, when due; when the interexchange telecommunications
company has an unpaid balance owing for service from the utility to
which application is being made or any other telecommunications
company; or when two or more delinquency notices have been served
upon the interexchange telecommunications company by any telecom-
munications company during the twelve months previous to the appli-
cation for service.

(c) When an interexchange telecommunications company:

(i) Is initially provided service without a deposit or security on the
basis of credit information supplied to the utility which is incorrect or
cannot be verified by the utility and the interexchange telecommunica-
tions company would have otherwise been required to make a deposit
or security; or

(ii) Has on two or more occasions in the previous twelve months
tendered payment of due amounts with checks which have been dis-
honored; or

(iii) Has given the utility cause to disconnect for nonpayment, but
the utility has elected not to disconnect service.

(d) Any new or additional deposit or security required under au-
thority of these rules, except as may be provided for elsewhere in these
rules, is due and payable on the sixth business day after written notice
of the deposit requirement is mailed to the subscriber, or, if personal
service is elected, by 5:00 p.m. of the first business day following
notification.

(3) Types of deposit or security. Deposits or security may consist of
cash, letters of credit or surety bonds, or any combination thereof.

(4) Amount of deposit or security.

(a) When a deposit or security shall be required by the utility, the
deposit or security shall be equal to two months of estimated billings.

(b) Interexchange telecommunications companies whose billings ex-
ceed the estimated amount by ten percent shall be required, upon
written or verbal notice to the interexchange telecommunications com-
pany, to make payment of either of the following at the interexchange
telecommunications company's election, before the close of the next
business day following receipt of the notice:

(i) Full payment of the charges specified in said notice; or all
charges accrued to the time of payment providing the interexchange
telecommunications company has been notified that it is liable for
charges in addition to those charges specified in the notice.

(ii) Payment of a new or additional deposit or security in light of the
interexchange telecommunications company's actual use based upon an
estimated two months billing.

(c) If the notice herein described is mailed, receipt may be presumed
on the fourth business day following date of mailing.

(5) Application of deposit or security. When an account of an inter-
exchange telecommunications company is delinquent, the deposit or
security may be applied by the utility toward satisfaction of the past
due amount before disconnection is effected. Written notice of such
application shall be promptly furnished to the interexchange telecom-
munications company. If an amount of security or deposit is applied
toward satisfaction of any past due amount, the utility shall require an
additional deposit or security in the amount so applied and, if applica-
ble, payment of any past due amounts still owing after application of
the deposit or security. Application of a deposit or security as provided
for herein shall not prevent disconnection of service for failure by the
interexchange telecommunications company to pay any past due
amounts which may remain outstanding. However, the utility may not
disconnect service or apply security or deposit on amounts that are in
dispute.

(6) Interest on deposits. Interest on deposits shall be in conformance
with the guidelines set forth in WAC 480-120-056(7).

(7) Refund of deposit or security. Deposits or security shall be re-
funded under the following circumstances and in the following form:

(a) Establishment of credit. Any deposit or security shall be refund-
ed whenever the interexchange telecommunications company has es-
tablished credit as outlined in subsection (1)(a) or (b) of this section.

(b) Termination of service. Upon termination of service, the utility
shall return to the interexchange telecommunications company the se-
curity or the amount then on deposit plus accrued interest, less any
amounts due the utility by the interexchange telecommunications com-
pany for service rendered.

(8) Should a larger or new deposit or security be required, the rea-
sons therefor shall be specified in writing to the interexchange tele-
communications company. Any requirement for a new or larger
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deposit or security shall be in conformity with the standards set forth
in this rule.

(9) Alternative to deposit or security. An interexchange telecommu-
nications company which does not satisfy the criteria in subsection (1)
of this section may choose to pay for services in advance, in which case
the requirement for deposit or security will not apply.

(a) Prepayment amount. An interexchange telecommunications
company may prepay an initial amount equal to the most recent
month's billings. If the interexchange telecommunications company
has no billing history, the prepayment amount shall be equal to an es-
timate made by the utility of those charges that will be incurred by the
interexchange telecommunications company in the following month.
This amount shall be due on the first business day of the month to
which it will apply.

(b) The utility shall hold the interexchange telecommunications
company's prepaid amounts in an interest bearing account, which in-
terest shall accrue to the benefit of the interexchange telecommunica-
tions company.

(c) Application of prepayment. The utility shall apply funds held in
the prepayment account to bills incurred by the interexchange tele-
communications company as they are issued during the month.

(d) Adjustments to prepayment amount. If the cumulative amount
billed to the interexchange telecommunications company during any
month exceeds the amount of prepayment, the interexchange telecom-
munications company shall, by the fifth business day of the following
month, remit to the utility the amount by which the actual billed
amount has exceeded the prepaid amount. If the cumulative amount
billed is less than the amount of the monthly prepayment, the utility
shall by the fifth business day of the following month refund the excess
amount, or make appropriate adjustment to the prepayment amount
for the current month. If actual billings for any month deviate from
the prepaid amount by five percent or more, the prepayment for the
ensuing months shall be adjusted to the level of the prior month's bill-
ing. If during any month the interexchange telecommunications com-
pany adds additional services estimated to exceed the monthly prepaid
amount by more than ten percent, the interexchange telecommunica-
tions company shall be required to remit an additional prepayment
amount by the fifth business day following receipt of written or oral
notice by the utility.

(e) Transition period. An interexchange telecommunications compa-
ny which elects to pay for services in advance may retire any out-
standing obligations prior to the first month in which prepayment is
utilized by executing and fulfilling the terms of a promissory note for
the retirement of such debt, interest free, in not more than three equal
monthly instaliments. However, the interexchange telecommunications
company shall not be required to make arrangements on any amounts
in dispute.

(f) Disconnection. If an interexchange telecommunications company
which has chosen to pay for services in advance fails to satisfy the ob-
ligations under this section, the utility may discontinue service to that
interexchange telecommunications company two business days follow-
ing oral notice of intent to discontinue service.

WSR 86-07-010
ADOPTED RULES

BOARD OF PILOTAGE COMMISSIONERS
[Order 86-2, Resolution No. 86—-2—Filed March 10, 1986)

Be it resolved by the Board of Pilotage Commission-
ers, acting at Pier 52, Seattle, Washington 98104, that it
does adopt the annexed rules relating to licensing of pi-
lots, WAC 296-116-080.

This action is taken pursuant to Notice No. WSR 86—
01-047 filed with the code reviser on December 13,
1985. These rules shall take effect thirty days after they
are filed with the code reviser pursuant to RCW
34.04.040(2).

This rule is promulgated pursuant to RCW 88.16.035
and is intended to administratively implement that
statute.
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The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW), and the State
Register Act (chapter 34.08 RCW) in the adoption of
these rules.

APPROVED AND ADOPTED February 13, 1986.

By Marjorie T. Smitch
Assistant Attorney General

AMENDATORY SECTION (Amending Order 82-7,
Resolution No. 82-7, filed 7/14/82)

WAC 296-116-080 LICENSING OF PILOTS.
1) No person shall be licensed by the board unless he

has applied for a pilotage license and successfully com-
pleted: (a) The pilotage examination; (b) familiarization
trips required by the board; and (c) the pilotage training
program, if applicable.

The majority of the entire board shall pass on the li-
censing of a pilot and licenses shall be signed by the
chairperson. All applicants shall have and display a
United States Government Masters License and a first
class United States endorsement without restrictions on
that license to pilot in whichever pilotage district the
applicant desires a license. In addition all applicants
shall have and display an endorsement to their masters
license issued by the United States Coast Guard certify-
ing competence as a radar observer.

(2) Prior to commencing familiarization trips, and the
pilot training program, if applicable, an applicant must
pass a written and oral examination given and graded by
the board. The board shall hold examinations at such
times as will ensure the maintenance of an efficient and
competent pilotage service. Notice of the examination
shall be published four months in advance by one paid
advertisement in a major newspaper and written notice
to one radio station, one television station, United Press
International, and the Associated Press, as well as all
pilots licensed by the board and all operators registered
with the board. Applications will be accepted by the
board immediately following the publication of the no-
tice of the examination. The board may, in an emergen-
cy, call for an immediate examination ((of—applicants
who-haveamappticatiomonfite-with—theboard)) on less

than four months notice.

(a) The examination may be taken by all qualified
applicants who:

(i) Have had a license application on file with the
board for at least one month prior to the examination.
(This requirement may be waived upon the showing of
good cause;)

(ii) Have tendered ((an)) a_nonrefundable examina-
tion fee of ((ome)) three hundred dollars ((which-wittbe

be-returned-to-theappticantif-heisunable-to-sitfor-the
examinatiom—and)). The board may, at its discretion, re-
fund the examination fee for an applicant who is unable
to sit for the examination.

(iii) Have had a physical examination by a physician
designated by the board not more than thirty days prior
to the examination to determine his physical fitness to be
a pilot.
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(b) The examination shall be in compliance with
RCW 88.16.090 and shall consist of questions covering,
but not limited to, the following subjects as they pertain
to the pilotage district for which the examination is be-
ing given:

(i) Rules of the road as set forth in United States
government publications;

(ii) Aids to navigation;

(iii) Courses, distances, and distance past abeam at
change—of—course points, course points within channels,
waterways, and navigable tributaries within the pilotage
district for which the examination is being given;

(iv) Cable crossing areas;

(v) Dredged channel widths and depths;

(vi) Bridge signals — width, regulations, and closed
periods;

(vii) Ship handling, docking and undocking problems,
use of towboats and anchors, and seamanship;

(viii) Vessel traffic system regulations
applicable;

(ix) Ranges for determining compass error;

(x) Channel ranges;

(xi) Engine and rudder order commands for United
States and foreign merchant vessels and United States
naval vessels;

(xii) Operation and use of marine radar, including
rapid plotting techniques;

(xiii) Calculation of currents and tides;

(xiv) Pier, wharf, or terminal locations and berth
numbers; dock or pier headings, lengths, and minimum
depths of water alongside;

(xv) Prohibited areas, restricted areas, and explosive
anchorages;

(xvi) Use of navigational and bridge instruments;

(xvii) Anchorage locations;

(xviii) Duties of pilot;

(xix) Relationship between pilot and master;

(xx) Location and meaning of storm warning signals;

(xxi) Meaning of one and two flag signals;

(xxii) United States government public health quar-
antine regulations;

(xxiii) Harbor regulations;

(xxiv) Washington State Pilotage Act and rules of the
board of pilotage commissioners;

(xxv) Chart knowledge, including chart symbols and
abbreviations as set forth in the latest department of
commerce NOS (National Ocean Survey) Chart No. 1.

(3) After successful completion of the examination,
the board shall determine the number of familiarization
trips which the applicant will have to make pursuant to
RCW 88.16.090. Familiarization trips are ship move-
ments over specified routes on which the applicant ob-
serves the route and the actions of the licensed pilot on
board.

(4) After passing the examination, applicants for the
Puget Sound pilotage district must enter and successful-
ly complete a familiarization and training program. In
this program applicants shall be required to pilot vessels
under the supervision of Puget Sound pilots with more
than five years experience. After every such assignment
the supervisory pilots shall fill out, on a form provided

where
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by the board, an evaluation of the applicant's perform-
ance. After completion of the training period, the board
shall evaluate the applicant's performance in shiphan-
dling skills on the basis of these forms and other relevant
information and decide whether the applicant should be
licensed. Dependent on the applicant's experience level
and grade of license, applicants in this training program
shall pilot under such supervision for a minimum period
of four months and seventy—five assignments and a max-
imum period of six months and one hundred assign-
ments. Some or all of the familiarization trips required
by RCW 88.16.090(7) may, at the board's discretion, be
combined with trips during which the applicant is pilot-
ing the vessel under the supervision of a licensed pilot.

WSR 86-07-011
EMERGENCY RULES
DEPARTMENT OF LABOR AND INDUSTRIES
[Order 86—18—Filed March 11, 1986]

I, R. A. Davis, director of the Department of Labor
and Industries, do promulgate and adopt at the Depart-
ment of Labor and Industries Offices, General Adminis-
tration Building, Olympia, Washington, the annexed
rules relating to rules applicable to the administration of
retrospective rating plans and group insurance plans
(chapter 296-17 WAC) for workers' compensation in-
surance underwritten by the Department of Labor and
Industries and offered to employers on an optional basis.
Basic premium ratios, minimum premium ratios, loss
conversion factors, size group tables, coverage periods,
application deadlines, and clarification of rules are set
forth.

I, R. A. Davis, find that an emergency exists and that
this order is necessary for the preservation of the public
health, safety, or general welfare and that observance of
the requirements of notice and opportunity to present
views on the proposed action would be contrary to public
interest. A statement of the facts constituting the emer-
gency is previously, the rules governing retrospective
rating plans and group insurance only allowed employers
to enroll in this optional program for a coverage year
which begins July 1. Emergency rules effective for 90
days were adopted December 12, 1985, to allow employ-
ers to enroll in this program for a coverage year that
began January 1, 1986. Permanent rules have been
adopted and were filed on February 25, 1986, to be ef-
fective in 30 days. These emergency rules are being
adopted to cover the period from March 12, to March
27, 1986.

These rules are therefore adopted as emergency rules
to take effect upon filing with the code reviser.

This rule is promulgated pursuant to RCW 51.16.035
and is intended to administratively implement that
statute.

The undersigned hereby declares that the agency has
complied with the provisions of the Open Public Meet-
ings Act (chapter 42.30 RCW), the Administrative Pro-
cedure Act (chapter 34.04 RCW) and the State Register
Act (chapter 34.08 RCW) in the adoption of these rules.
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APPROVED AND ADOPTED March 10, 1986.
By R. A. Davis
Director

AMENDATORY SECTION (Amending Order 85-8,
filed 2/28/85, effective 7/1/85)

WAC 296-17-904 DEFINITIONS. The definitions
in this section shall apply throughout WAC 296-17-905
through 296-17-91902.

(1) "Coverage period" means ((tire)) a one—year peri-
od beginning ((Fuly—+and-endingJunc30)) the first day
of either January, April, July, or October.

(2) "Group" means those members of an association
who have elected to have a group dividend and/or retro-
spective premium calculated based on the combined pre-
mjum and incurred loss data of the participants, and
have satisfactorily complied with eligibility requirements
for doing so.

(3) " Premium" means only that portion of the money
collected from an employer for worker's compensation
(not to include any money paid in penalties or security
deposits), which is deposited in the accident fund.

(4) "Standard premium" for a particular coverage pe-
riod means premium collected or due for insurance cov-
erage provided during the period, prior to any
adjustments under a dividend or retrospective rating
plan.

(5) "Incurred losses" for a coverage period means the
estimated ultimate cost to the accident fund of claims
arising from incidents occurring during the coverage pe-
riod, subject to the special evaluation methods pre-
scribed in WAC 296-17-915.

(6) "Loss development factor" means an actuarially
determined factor which is multiplied times individual
case basis estimates of claim costs to produce incurred
losses for a firm or group of firms during a coverage pe-
riod. Loss development factors allow for reopenings, ag-
gravations, and any other individually unpredictable
contingencies which may affect claim costs based on past
experience of the accident fund as a whole.

(7) "Loss ratio" means incurred losses divided by
standard premium.

(8) "Dividend" is a partial refund of standard premi-
um based on a firm's standard premium and loss ratio
((forthc—coverageperrod)).

(9) "Retrospective premium" is a premium deter-
mined after a coverage period has ended, based on a
firm's standard premium, incurred losses, and other pre-
selected parameters for the coverage period.

(10) "Retrospective premium adjustment” is an addi-
tional assessment or refund of premium owing to an em-
ployer's retrospective premium as of a given evaluation
date being more or less than the premium previously
paid for the coverage period.

(11) "Performance adjustment factor" means an ac-
tuarially determined factor which is multiplied times in-
curred losses prior to application of the retrospective
rating formula, to produce "adjusted incurred losses."
This adjustment will produce net retrospective premium
credits for participating risks in the aggregate when they
have combined experience which is more favorable than
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((total)) other state fund experience for the same cover-
age period. Conversely, this adjustment will produce net
retrospective premium penalties for participating risks
when their combined experience is more adverse than
((total)) other state fund experience for the same cover-
age period. The purpose of the performance adjustment
factor is to retain a consistent economic incentive for
those employers to improve their accident cost experi-
ence while participating in these plans.

AMENDATORY SECTION (Amending Order 85-8,
filed 2/28/85, effective 7/1/85)

WAC 296-17-911 GROUP DIVIDENDS. Group
dividends will be calculated provided:

(1) Employers qualify as a group as defined by WAC
296-17-910.

(2) Group submits a satisfactorily completed:

(a) Application for group dividend plan no later than;

(i) April 30 for the coverage period beginning the fol-
lowing July I

(ii) July 31 for the coverage period beginning the fol-
lowing October I

(iii) October 31 for the coverage period beginning the
following January I,

(iv) January 31 for the coverage period beginning the
following April 1.

(b) Employer's authorization for release of insurance
data and group membership enroliment application for
each employer account to be enrolled ((mo—tater—than
Fume—15)) by the 15th day of the month preceding the
start of the coverage period,

(c) Group dividend agreement ((mo—fater—than—tumne
+5)) by the 15th day of the month preceding the start of
the coverage period.

(3) A dividend is declared under provisions of WAC
296-17-905.

Employers associated with the group at any time dur-
ing the term of the group dividend agreement will re-
main parties to the group dividend agreement for the
balance of its term.

Members of the organization or association which do
not elect to participate in the group dividend at the in-
ception of the agreement shall not become participating
members in the group during the term of the agreement.

Each employer included as a group member in the
group dividend agreement will maintain an individual
account with the department and will continue to pay
quarterly premiums based on assigned risk
classification(s) and individual experience rating.

The department ((witl)) may withhold any member's
pro rata share from the group's dividend and credit the
employer's industrial insurance account when premiums,
penalties, or assessments are owing the department.

Dividends will be calculated in accordance with WAC
296-17-905 and are subject to WAC 296-17-907 and
296-17-915.

The payment of the group dividend will be made by
the department to the association and shall be distribut-
ed to the individual group members by the association.

117]

WSR 86-07-011

AMENDATORY SECTION (Amending Order 85-8,
filed 2/28/85, effective 7/1/85)

WAC 296-17-914 RETROSPECTIVE RATING
FORMULA. Employers who elect to have their premi-
um adjusted under a retrospective rating plan must sub-
mit an application on a form provided by the
department. This application must be received by the
department no later than ((Fume—+5—forthe—coveragepe-
riod-beginming—the-foltowimng—July—+)) the 15th day of the

month preceding the start of the coverage period. The
employer must preselect a "maximum premium ratio"
((from)) and either Plan A, Al, A2, A3, or ((Plan)) B.

The employer's retrospective premium shall be calcu-
lated from the formula:

Retrospective Premium =
(Basic Premium Ratio x Standard Premium)
+
(Loss Conversion Factor x Adjusted Incurred Losses)

In the above formula, the basic premium ratio and
loss conversion factor are taken from PLAN A (WAC
296-17-91901) or pLaN B (WAC 296-17-91902) or
PLAN Al (WAC 296-17-91903) or 