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Date· .... March ... 2.9( ... 19.7 9 
Page· ..... One··································· 

MEMBERS PRESENT: 

CHAIRMAN PRICE 
VICE CHAIRMAN CRADDOCK 
ASSEMBLYMAN COULTER 
ASSEMBLYMAN DINI 
ASSEMBLYMAN MANN 

MEMBERS ABSENT: 

ASSEMBLYMAN CHANEY (excused) 

ASSEMBLYMAN BERGEVIN 
ASSEMBLYMAN MARVEL 
ASSEMBLYMAN RUSK 
ASSEMBLYMAN TANNER 
ASSEMBLYMAN WEISE 

Chairman Price- called the meeting to order at 11:15 a.m. on 
March 29, 1979. The purpose of the meeting was to hear the sub­
corrirnitee report on exempting sales tax on food. 

Mr. Mann moved that the committee recind their action whereby they 
amended the Professional Practices Act. Mr. Marvel seconded the 
motion. The motion passed with Mr. Weise opposed and Mr. Chaney 
absent. 

Mr. Mann then moved that the committee request this amendment 
to be run as a separate bill. Mr. Bergevin seconded the motion. 
the motion passed with Mr. Coulter voting against it and Mr. Chaney 
absent. The bill will be referred to Government Affairs Committee. 

Assemblyman Tanner then presented the committee with his report on 
sales tax on food. A copy of his material is attached to these 
minutes as Exhibit A. 

Mr. Mann inquired if it would be possible to place household goods 
into the bill even though the Assembly had passed a separate bill 
dealing with this. Frank Daykin, Legislative Counsel, stated that 
this would be in conflict. 

Mr. Tanner went on to say that regardless of what happens there is 
going to be administrative problems and so they almost have to rely 

I 

of regulations and rules in order to handle it on an on-going basis. 
Mr. Tanner presented copies of AB 59 and SB 204 to show the difference 
in them. He pointed out the various differences in the bill. 
The following are a few of things that Mr. Tanner pointed out: 

Page 13, of SB 204 has the self-distruct clause which 
is not in AB 59. 

Page 5 & 6 of AB 59 there is language added which would 
provide for the shutting down of a business if they haven't 
collected the tax. This is not found in SB 204, however 
there is language regarding revocation of permits found on 
page 16 of SB 204. 

Page 9 in AB 59 and page 19 in SB 204 covers the 2% fee. 
In AB 59 it states 1%, however it will be necessary to 
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change this to 2% to be consistent. 

Page 13, AB 59 and page 24 in SB 204. In AB 59. the deposit 
requirement has been raised to $30,000 whi·le it remains at 
at the present $10,000 in SB 204. 

Mr. Dini inquired if they were raising the bond for everybody again. 
Mr. Tanner stated that AB 59 would. Mr. Daykin stated that the 
5 times is now in existing law and is found in both bills. What 
Mr. Tanner is suggesting is to get rid of any raise in the maximum. 

Page 17 in ,AB 59 and page 27 in SB 204 covers the lien 
on the property. AB 59 raises it to·10 years and it is 
presently at 5 years which is reflected in SB 204. 

Page 22 in AB 59 and page 32 in SB 204 covers the enforce­
ment of the regulations. Section 111 of AB 59 gives the 
department the authority to create regulations and administer 
the law. SB 204 simply allows them to administer the law 
as created. 

Mr. Tanner stated that his recommendation would be that they stay 
with the provisions in the current law and he called upon Mr. Daykin 
to explain why. 

Mr. Daykin stated that the reason that SB 204 is drafted the way it 
is, is that the committee simply wanted to ask the people to 
repeal the administrative provisions and then the legislature would 
then re-enact them without change. Then at another session when 
the administrative provisions are under the legislature control, 
if they are by the vote of the people, then the legislature could 
consider individual changes on their merits, but not bury them in 
this omnibus bill. The reason the changes are in AB 5~ is that 
they would made by deliberate amendment in early bills that were 
considered in the legislature but as noted, they can go through 
almost without being thought of in a bill this long and they should 
be thought of and fought over individually. 

Mr. Mann asked Mr. Daykin to explain briefly the pros and cons of 
the bills. Mr. Daykin stated that the pro of changing is that 
maybe they are good changes and the con is that the bill as a whole 
does something very broad - it takes tax off food and do~s a lot 
of different things to the property tax - and these changes really 
should be considered individually. 

Mr. Tanner stated that he had one point to make and that was on 
page 12 of SB 204. The question had been raised and must be decided 
if the committee wants to go with the. language in the bill regarding 
"food or human consumption" or does the committee want to go with 
Section 111 of AB 59 which would cover the whole thing by.regulation. 
Mr. Tanner stated that he would prefer to see the definitions stay 
in, in the broad terms and then by regulation cover any changes that 
are needed later. 

Mr. Daykin stated that he would think that the committee would want 
(Committee Minutes) 
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the broad definition at least to be in the bi·ll so that it can't 
be gutted by regulation afterwards; but the problem is that if 
they try to become to detailed they would have constant changes 
in brand names and kinds of foods that are offered. Mr. Daykin 
then pointed out the third page of Exhibit A which is the California 
regulations. He stated that this would a classic example of what 
not to do in the statutes. He added that he would hate to see this 
type of thing in the statute that can only be amended by a vote 
of the people. 

Mr. Weise inquired whether is would be necessary to state that 
food for human consumption does not include but is not limited 
to also or would they need something more then this type of language. 
Mr. Daykin replied that "does not include" is not exclusive. 
Other things could be included that are not on the list. 

Mr. Daykir further stated that they may want to mention some exclusions, 
the ones that people are most likely to argue about, such as alcoholic 
beverages, pet foods, tonics and vitamins, prepared food for immediate 
consumption. It would be up to the committee how far they wanted to 
go in defining prepared food for immediate consumption; but Mr. Daykin 
stated that he would be just as happy to leave that up to the Tax 
Department to define by regulation. This would also be the section 
in the bill that would cause the most argument down the line. 

Mr. Tanner stated that he would recommend going with the language 
of SB 204 with possibility going with the recommendation presented 
by Mr. Daykin of deleting defintion of prepared food found on page 
12 and 13 of SB 204 and also found on page 35. 

Mr. Daykin stated that this would keep the administrative provisions 
exactly as they are now under present law. 

Mr. Mann moved that the committee adopt the recommendations as presente 
by Mr. Tanner and Mr. Craddock seconded the motion. The motion 
passed with Mr. Chaney absent. 

Mr. Weise inquired whether the other sections regarding enforcement 
and penalties would stay in. Mr. Daykin stated that they would 
and that they would stay in exactly the way it reads in present law. 
The new language is want the committee is re-enacting because they 
are asking the people in page 13 of SB 204, to repeal some of the 
sections of the bill and then the legislature would be re-enacting 
them with the same words. Then thereafter the legislature would 
be free to amend them as they are not now. 

Mr. Rusk asked Mr. Daykin that if the committee was willing to 
introduce a separate resolution to come up with those portions of 
Question 6 that are constitutional and also wanted to put those 
aspects of AB 616 and put them into a resolution that the people 
would also have an opportunity to vote on, would this be possible. 

Mr. Daykin stated that what could be done is to submit to the 
people an alternative constitutional amendment to Question 6, 

(Committee Minutes) G1J 
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doing those things that Question 6 does and are constitutional 
under the federal constitution. The problem is that the people 
won't get to vote on it until 1982; but the suggestion that he 
made is that the committee could introduce such a constitutional 
amendment at this time. They could also provide that in 1980, there 
would be an advisory vote to advise the 1981 legislature whether 
it should go ahead and approve that amendment the second time for 
ratification by the people in 1982. That vote would not be binding 
and would be like the ERA vote; but it would give them a proposition 
alternative to Question 6 upon which they could express their view. 

Mr. Mann stated that what they had talked about was not an alternative 
to Question 6 but rather to take the main features of the committee's 
tax proposal and apply it to the constitution in order to sway the 
voters that it would be put into the constitution as well. 

Mr. Daykin stated that the technique would be the same. If they 
put it into a constitutional amendment what they are doing here 
it would be handled in the same way. It would be introduced 
at this session, then the people would have the opportunity to have 
an advisory vote in 1980 but the 1981 legislature would have to 
approve it and the people would have to finally ratify it. Mr. 
Daykin went on to state that they cannot submit a statute to a 
popular referendum, only the people by petition can do this. 

Mr. Rusk stated that if they wanted to make the $3.64 rate a part 
of the constitution, what would be the appropriate alternatives 
to accomplish this. Mr. Daykin stated that if they wanted to make 
it part of the constitution, the course of action would be at this 
session the adoption of a joint resolution to do so. Then at the 
next session it would have to readopted and then the people would 
vote on it in 1982. The only thing that could be done to vary that 
and it would have no legal effect, is to submit the proposal to 
an advisory vote in 1980. 

Mr. Craddock inquired whether this advisory vote could be staged 
as an alternative to Question 6. The people could still vote on· 
both issues. Mr. Daykin stated that this would be true and both 
could be passed by an overwhelming margin but the advisory vote 
would become moot. 

·Mr. Weise stated that he felt that having the advisory question would 
be rather confusing. He pointed out that Question 6 would not be 
Question 6 on the next ballot and trying to explain two different 
tax measures on the ballot would be difficult. He stated that 
he would strongly support developing a joint resolution to put 
the $3.64 rate into the constitution. He stated that he felt that 
this would help obtain the public's confidence. 

Mr. Rusk inquired of Mr. Daykin if there was any other aspects of 
Question 6 that the committee might want to include in a resolution. 
Mr. Daykin stated that they might want to include limitations on 
state spending. The reason that it is only a limitation on the budget 
is the constitutional rule that one legislature cannot bind another 
but they could invite the people to bind it. 
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Mr. Rusk inquired if tnis is one of things that Question 6 accomplishes 
Mr. Daykin stated that it did not and that was one of Question 6ts 
great weaknesses is that there is no spending limitation. 

It was decided that Chairman Price would appoint a subcommittee to 
but that a resolution should be drafted. 

Mr. Craddock stated that he could not support putting the $3.64 
rate into the constitution without first recognizing the status 
of gaming and tourism in this state. Mr. Daykin stated that under 
the $3.64 rate he could draft a statute that could produce from 
the property tax twice what the $5.00 does right now. 

Mr. Craddock stated the worst that he could see out of Question 6 passage 
is a court case and restraining order against the enforcement of it 
because it appears to be unconstitutional. There are many people 
that favor the passage of Question 6 because they feel that it would 
be in litigation 5 to 8 years before it could be enforced. 

Mr. Mann pointed out that there has been no delay with Proposition 13 
in California. He stated that one of the features that he feels 
should be included is a stringent rule that the legislature cannot 
at its whim change this tax. He stated that some modification 
should be made where the people are convinced that their rebellion 
is not going to be addressed by letting the legislature undo every­
thing that has been done. 

Mr. Weise stated that he would like to get the mechanics going to 
have the resolution drafted and then the committee or subcommittee 
could further study the issue. 

Mr. Rusk moved for committee request a draft of a resolution to 
have the $5.00 rate lower to $3.64. Mr. Weise seconded the motion 
and the motion passed with Mr. Dini opposed to it and Mr. Chaney 
absent. 

Mr. Mann stated that one of the objections that they are getting 
to the committee's tax proposal is the 2/3 majority. Many people 
want just a simple majority. 

Mr. Bergevin stated that he·felt that they should leave the 2/3 vote 
as that is what Question 6 calls for and that it would indicate 
to the people that the committee is trying to do something that 
is parallel to Question 6. 

It was also pointed out that it was 2/3 of the people voting and 
that is not necessarily 2/3 of the total people. Mr. Daykin stated 
that in California it is 2/3 of the qualified electors and you 
almost never get 2/3 to the polls. 

Mr. Price then appointed Mr. Weise, Mr. Rusk and Mr. Marvel to work 
on this resolution and appointed Mr. Rusk as the chairman of the 
subcommittee. 

(Committee Minutes) 
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Mr. Miles stated that he had some figures on what it is going to 
cost to the Distributive School Fund to remove sales tax. He 
also stated that he has changed the numbers on the property tax 
as they have new assessed valuation figures from the Tax Department 
and the numbers are up a little. He stated that he would get all 
this figures together and present them to the committee at a later 
meeting. 

Mr. Mann stated that he had met with some businessmen from southern 
Nevada and they had some objections to the projections. They 
indicated to him that in the first few months that they have 
had massive increases. 

Chairman Price adjourned the meeting. 

Rppe~tfully ubmitte~, 

~gnier 
Assembly. Attache 

G13 
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EXHIBIT A 

There is no doubt that some administrative difficulties are 
created once vou decide to exemPt food. If a fo6oexemnt100 
bill is passed ,-Tt-mahis--it ·very-_impo_r1=:_ctnt to takethe __ _ 
approach of s-~?- 2§4 yhich~wouia· remove _tl:)e 2-~lllinistrative 
Provisiorsof the sales tax law_ from the referendum recruire­
ment. This will allow some flexibility to deal with 
administrative probfens- riioie-quickl:f;· 

-~------------ ------ -------- ----

--------------------·---- ----------
_Jt seems unpractical to try and include all possible e~ernp­
tion conditions in the text of the Sales Tax Law. It would 
apoear then, that it is most imoortant for the Legislature 
to ~~7ess its_ intent_in t~e exemption language and orov1.de 
suf ... icient autnority :cor tne Department of Taxation to 
inte ret and enforce the law as intended. Section 111 of 
A.B. ana A.B. S seems to provide that authority. 

24 Sl!C. 111 C 372. 725 Enforcement by department: Regulaci6~-;: . . -
25 I. The thpartmenl shall enforce the provisions of this chaoter and 
26 may adopt r,:gulations relating to· the administration and enforcement 
27 , of this chapter. . ., . . , 
28 2. The depanment may prescribe ihe extent to.which any re'?Ulation 
29, . may be applied without retroactive effect. · 

----------------------- . ----·· ----- - --·----- ------ -- ----

\_ 
I-

"(e) The gross receipts from the s 5 le of 
food products for human consumption. 'Food 1 
products' as used herein includes cereals and 
cereal products, milk and milk products, oleo­
mar arine, meat and meat roducts, fish and fish 

r ucts sand e roducts, ve etables and 
v etable ro ucts fruit and ruit roducts, 
sPices and salt su an s 

does not include spirituous, malt or vinous 
liquors, soft drinks, sodas·or beverages such as 
ordinarily dispensed at bars and soda fountains 
or in connection therewith, nor does the term 
'food products' include the f=nishing, preparing 
or serving for a consideration of anv tangible 
personal property consumed on the premises of the 
person furiirshing, preparing or serving such 
personal property." 

----------- --

··---------------------

---------··- -----------------------
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CALJFOR~1A TAX SF.RV!CE 
SAU:SA.ND USE:TAX I.AW 

63.59. Food products. There are exempted from the taxes imposed by 
this.part the gross receipts from the sale of and the storage, use. or other 
consumption in this state of food products for human consumption. 

"Food products·· include cereals and cereal products. oleomargarine, 
meat and meat prodi.:cts. fish and fish products, eggs and e;g products, 
vei?etables and \'egetable products. fruit and fruit products. spices and ~it. 
SU?:..l;.-;nd ~sugar products. coffee and coffe-e substitutes? tea. cocoa. and 
cOC(!J products. and nonmedtcated ch~~ mg gum. 

"Food products" include milk and milk products. milkshake-s. ndted 
milks. and any other similar type bevf'rages \\.·hich are composed at lea.st 
m part of milk or a milk product and which require the use of milk or a 
milk product in their preparation. 

"Food products" i11dude all fruit juices, vegetable juices, and other 
beverages, whether liquid or frozen, except bottled water. spirituous, m:l.lt 

_ . _____ . ____ . __________ or vinous liquors or carbonated beverages. 
"Food products" do not include medicines and preparations in liquid. 

powd...,.ed. gr:inular, tablet, capsule, lozenge. and pill form sold as dictJI)' 
supplements or adjuncts. · 

:-;one of the exemptions provided for in this section shall apply: (a) 

EXHIBIT A 

- . when the food products are served as meals on or off the premises of the . 
retailer, or (b) when the food products are furnished, prepared, or served 
for consumption at tables, chairs. or counters or from trays, glasses, dishes, 

--·--- · - --- · --- -- or other tablE.'ware whether provided by the retailer or by a person with ----- - -- ·- ------- -
whom the retailer contracts to furnish. prepare, or serve food products to 
others, or ( c) when the food products are ordinarily sold for immediate 
consumption on or near a location at which parking facilities are provided 

__ primarilr for the use of patrons in consuming the products purchased at . 
the location, even though such products c.,e sold on a "take out" or "to go" 
order ,nd are actually packaged or wrapped and taken from the premises 

..:..._ _____ · of the retailer, or /d) when the food oroducts are sold for consumption 
within a place, the entrance to which· is subject to an admission charge, 
except for national and state parks and monuments. or (e) when the food 
products are sold as hot prepared food products. "Hot prepared food 
products," for the purposes of subdivision (e). include a combination of 

------hot and cold food items or components where a single price has been - - --·- ·-· ·-------­
established for the combination and the food products are sold in such 

-------combination. such as a hot meal, a hot specialty dish or serving, or a hot --- ··-- -- ----. ---· 
sandwich or a hot pizza. including any cold components or side items. 
Subdivision (e) shall not apply to a sale for a separate price of bakery goods 

------- or beverages (other than bouillon, consomme, or soup), or where the food -- · · ------ ·-··- -- -­
product is purchased cold or frozen; "hot prepared food products" means 

--,-------those products, items or components which have been prepared for sale· ·- ----- ----------· 
in a heated condition and which are sold at any temperature which is 

______________ higher than the air temperature of the room or place where they are sold. 
Hiatwy.-&tlltt. ttU, p. tm. lfl •tt.ct ~t.1Ki.. •~ ffill f-1Mi----""'- Suu. 1~P. -aoM. 

,.._,,..,.S.............atMa.dMoMM•nMUlNM11tflHil~•fNlf'tttr."tpen'"-"eftd-.~c.i-,----UM 
'-1'111Mt .. MK .... ,....._,mao"""9ltU-lil ... ~n,.,i,.: ..... tiwf-•~ .. ~•P".,.••,n-4• lh• ffiW ------- .........._""1"U.._. •""""' .- ......... ~- ..UadaM.,.wfotch ... ~ f,we.,,--,.~1-•ft,... • 
..,_ et u.. ..-......-~ Suiu. ua. p. 1ur, In ett-.a $901--.., 11. 1ML ~"" t11• •••• ~~ 
•• ........,. MW ·ot Ir,• ~wrtft ~ .,..Nf...t. conv.en 10 hufti"""- o,-•· cw -- f~ p,Oducu u, 
.,,,.,._ .. S .. ta.1Ml.p.lU1.HIIMNC't~t. ttJW. ,~ ttt.t0Wfflo-,s9r•CN"I ~~ffi4 tltu, o,araq,•'Oo'\,, 

--------- ..tot~ (di 10 u,.. -,.u, P9feonPft. $tau. 1110. JJ. ,on. ift .tfeoet N_..., l1 ,,,,,_ ,_r...-.vM ~n,;,i f7f • 
f-"'t ...,atJt•Pft- St•ia. 1m. p.. m1. ifl •ffec;t ~ u. 1n1. o~~ J~ ,. r,n, .,....,..:, -r;iu, ... '"""' 
~--COftf~t-.,_a4dM---.d!CatM~oum-,ta~Poa•~~•n4~ l•J . 

.._.,,_...._-,.......;-peHO'""okin••••'"""~~~oihotdotvid~tio.,:,-,uwi>d•-.chn.r,,-•hcn 
~ 'lnUI ot"Vffq:.._ &am ~WIid! n#Wla o, booth& ,.twr. .--thff d>&in rn:w- tlb:fl u• pl'GVld.d ttTf n.oru:wnffl. doa 
-cauDNt••---ll-wit,iu.ntfiu.Wll'DOfl..A-p..p,tl'~pkia-uftOl-~bJ._,.•--'~'M-:n,in.~~"'lcoi~wdffo 
s-•appbc~ T,__,,hl,,t,deu_,c.i,..~ . .-. Sut1~ol~11Cal.!d m. 
Si,,~~ C..~ _...,. c-uutp l£wd IA ~.w:ntt'e o/ ~ ~ b,;a,c ~ u,d. 

,,._,.~_.pt-._, .....i,.. ~,. ,.._ 1, _ _. ,., h•-i pr...__.., - ,._. ,.,_ t--..,. .,.,_,,,.- ,....,1 ,,1 1-,,..rt p,<ffi..-t" ,.tJhoft fl-, 

-~ '" , ..... _.. .... J ·- r ... ,.,,.. I •• , ..,_ /f.--,1 ~ ;q ..... JuM- IOI L,.1'\1.>9 :it .... 

---------,------ CH._...11 n•.-.-1 .... u ... ~• ... •...i-.....t ,n "" hn.hn11 ,...., 1J,,,. .,...,....,, nl .......d..,.,-"'"" ..-...1 i-.,,...,..,.. °"' --------
,.. __ .,own!,,,• ... o-.t h.n• ,.,..,.,,,i,11.-. ............ -..h 4'Mt ............. j,-..t , ........... ,.,.,I''""",,,_ fl••· ,,.,,., I ,,,. ...... ht 
I '"'I' • ..,_ lf.-1 t'I f (lol,MIJ,.,,_.,. i,t,'\ l .M '-f'f> 2d A.\':' 

QJ,ac ... Jn,,oc.,-,(..t..n,,,,l.,._..•'".-1"..,_I,,-~_...,_ ,_..t,i,wr,,.,i.-.,......,..., ~1titt_.,- • ., ........ t-.,.1'•- _ 
i..J-• I I..;:'. \4,,-/',..J. I,•, '>l,#,.14,-.J.J1'qu..,,luM"c~(:..1'1.f1$,>ld 131 

._ ... , •• -c .... s---~c1~c-__,...-..-.__...,n,-4.,.,M-l.--.-. .., ..... '"""'"'dr-- • 
, _ _...,, .. .,~ ............. ....,,,. .................. ~ -1 - 1 ....... ~ ~ ,....,_ - .,...- .. , ·1..1, ... ....., . .,.ct,rn >-'ft .,..d,,,n 

~------------- .,,,.t-..Mo- ........ .....a.....,._.....,,._,f',,,1,.,___fu.W,,lttM>....._·......,,..,dl41.., .... ~.,,..,.._..,....,.,i.f,.,...dn~..-d.a.1a - ------·---------
. ..,.,.__ht••·,,,_ ......... ~ of"~- 11',p ro- °" '"°"· .,h ...... j!;. ,,..,. .,,...~ ,,..tif'n-4 _ _....,.... 

......._..,...._........,... n,,,. .. ,~ ... ..,_.....,..._~1 ..... ....bpw,f44r~•r• ~,,.,_11,..,d·.,~•-•"'""'""'·"'111 '. 
-- h •-•II ,.......,.. -4 ....bott...-.h dtv',.,_......, "--- di"'....- ....,i; ..-r~ ,_...una Th,,~- .,. 

-----•-------- .......... .,.,__ __ tM ___ k__.,..,..l..,_..,_._.........,.. .. 1 ........ ..i ... ,.l\.ld~1-......ib.t-""th,{.,....Jalu,rp1 
.._. .. ,,..,....._ ............ _..,,... i..., ~ ~- ~,....-.., , ___ , MWI _,.. ....,.,.,.nc l,,._ ol ,-.w...._ 
........................ .,__,_~ ..... --..,_.._ ... ho-ch,,,,,p ........ _'k<> .... ~(\1"~~,---- T1w ,__...,. ........ ,,._.,1..,_ .. __ ,~•.i...,,......Uht,.....h ~ffl' .... ~1•U••u4"f-~ 

-------------- ,.._ ...... .....,.... 1~ 1~·•-----~ I-• >t.-"'-9oFl~.~C..JAwld t(.l'lt. 
_.,_..._~C.Jdir'l'l\9-f".rr.l 

.......... ~0.., • ..,_.............,....,..h,,_,...._~ ... *-f••",_..,...........,_...,...__Mr ..... ~ 
------------- •t,1.,_ '"""'.,..__ - ~ ...... ,_ ........ - ,_. .VJ-,-,,,_.,, ........... 1- J(~ • _..,_ 1'oJ,,,,j,>{ •- ---·-----------

/-~--·· A.wl<fz,,. 

------------------

------------- ----------------~- ------ - . 

---------- ------
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CALJFQR:-;IA T.\X SERVICE: EXHIBIT A 

STATE or CAl.lfORNIA-HOARD OF f.Ql:.\LIZATION 
SAU:S .-\.-.;D l'S£TAX IU:Gt:L.\TIONS 

BUSINESS TAXES GENERAL BULLETIN 69-7; January 2. 1370. Rev,sad. 
February 18. 1972 And Dacomber 2t. 1972 

Suhj<•ct, T~X.\!!LE ITE\t~ ;OLD llY Gl\OCERS. 

I.a I ThC' ll!i.ting ofT:ixablc :'\on grocery Ituns follow::,~ this bull('tin supplc-ments 
Sl'ct1on 6 of S;.ilC"~ T~.1.,: CC'neLd Bulletin 55-:S by CAp .. H.,drn;z: the- h!.t of c~ .. unpl~s Gf 
\t('~ns which, for ttu.· puq)o~t- of ,idministr.1t1on of lhe S:i.les and lJse T..1x l....J.w, art:' 
rc-~::i.rded as "other itcrn.<i not rc~ularly sold in g:ocery stores .. {Section (b). 
Rt"~ubtion 1602..5). These commonly are reforfed to as ··t:uable nongroc-ery 
1te-ms··. 
(b) Following this bulletin is .a listi~g of a consirleuble number of ··ta.uble 
,;:rocc-ry items", the purchase and site of which are to be takcn into considerallon 
\\ h~n exempt food !tales are cak-ui~ted by the purchase-ratio method. 
(c) While the lists do not purport to classify all .. nongroceri··· and .. grocery" · 
ta.table items. it is ho~ they will be useful as a guide in compiling sales tax 
r~tums.. They v."111 be observed by Board uuditors in verifying tax returns made by 
grocers. 
(d) Bi· reason of a 1969 •mendmentto Section 6359, Revenue and Taxation Code. 

- ·---- · on and after January I, 1970. tax-exempt food products includ~ all fruit juices, 
vegetable juices. and other beverages.,. except bottled water. spirituous malt or 
\inous liquors or carbonated beverages,, whether liquid or frozen. The exemption 
includes all powders. concentrates. or other bases for exempt beverages. Prior to 
Janu:ary I. 19i0. fruit juice drinks containing less than 30 percent of natural or 

--~---·---.- rrconstitutPd fruit juices were considered to be taxable grocery items. 
· · (e) The fol101A'lng chani;tes are effe1:tive on .1nd after January l. 1972.. as the result 

- -------- -··-----

. - ----. -· ----

of a 1971 amendment to Se<:tion 6159 of the Revenue and Taxanon Code: 

( 1 l Wndy, confechone-ry and nonme<lic::ited chewm~ ~um are im:luC;d _ 
w1thm th~ definition of iii food product for human consumption. lncluded \\, 1ti"lm , 
th~ definition• of food products J.TC breath mmts and nonmed,cJ.t~d lozer.~es . 
ltems such as antacid mints. cough drops and medicated lozt:nges are not :i ioW 
product and will continue to be subJe-ct to t~ .. \ny ch"wmg gum cont:uning , 

·------- ;npirin. laxahve or other medication is not a food product and is therefore subJ~t : -

~~- ; 
(2) Retail sales of ~hot prepared food products .. ore subject to lax when sold 

for c-onsumption on or off the premise, of the retailer. The tax is appliQ.ble not ; 
only to ules of hot prepQred food products by restaurant t)' ?4! operations but aho 

--------'------ to such sales b)· grocery stores. delicatessens. department stores.. caterers and ~ 
,pecialty shops selling chicken. pizza. barbecued spare ribs or other hot prepared · 

-----------~-r~ l 
"Hot. prepared food products .. means thOJe products, items or components which , 
hav~. bttn prepared for sale in a heated condition and which are sold at my 

--------temperature which is higher than the air temper:iture of the room or place where -
they are sold. Hot prepared food products include but are not limited to such items 

______________ as hot meals, hot specialty dishes. hot sandwiches, hot pizza. hot popcorn and nuts. , 
and bot bouillon. consomme and soup. • / 

Hot prepared food products also include any combination of hot and cold food 
-------items or components for which a single price has hlln established. and which are -

sold in combin!Ltion for a ,ingle price. For example. a combination of colesl:iw and 
_______ a h;amburger soJd for a single price is subject to tax. 

1 
----·-- ------ -

Hot bakery goods and hot beverages such :u: coffee, tea. cocoa. etc., also are .. hot 
_____ prepared food products"' but are e.xempt from tax when sold for a separate price,~ 

unless sold within a place. the entrance to which is subjeet tom admiss10n charg~. 
or sold for consumption at facilities furnished by the retailer or sold by a drive-in 

--------~----operator. 
(f) Whene.,..er a grocer is in doubt as to the proper sales tax application to a 
particular ite~ he should make ::in inquiry by letter addressed to the Ta,: Counsel,' 

-------·-------Board of Equalization, P. O. Box 1799, Sacramento, 95,508. ~ 
(g) This bulletin ruper,edes Business Taxes General Bulletin 64-(;. 

------------TAXABLE NONCROCERY ITEMS 

acce550nes--auto 
______________ adhesive tape 

glassware 
gloves 
hair dye 
hair oil 

-----------

ammunition 
applian~hold, auto 

--------------auto cleaner, polish, waxes 
baby oil 
batterie!-auto 

-------------batteries-llashlight 

hardware 
notebooks 

r----

books 
____________ bubble bath 

omens 
chin.aware 

-------cigarette lighten 
clothing 
c-rsme-tics 
deodorizers !body) 
c,u,hes 

-·------· ________ rhsnlled spirits 
drue. sundries 
t"lt"Cnical supplies 

-----fam1 and F'.:.irden implt"ments 
fert1lizers 
film 

------·-· - fiT!!:JrfflS 

0ashlights 
_______ fl,..wt'r .ind garden ~s 

flowen 
fuel and lubrie:>:nts 

·---·----- fnnuture 
g;irden tools and supplies 

. :-· - - - ,, -

nursery stock 
pencils. pens and ink 
pet supplies and equipment (not food) 
pots and pans 
powder (face or body) 
razon 
nzor blades 
rubber bands 
schoul supplies 
scotch I.I~ 
sero (except "·~get.ible) 
shaving ere.am and lotion 
5hampoo and rinse 
shoe laces and polish 
s1iverwJ.re 
stationery 
sun glasses 
sun t;.rn lotion 
thread 
three-in-one oil 
tools 
toothpJ.ste 
toys 

-----.. -~,·~---· 

1 

r 
r----· 
r 
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TAX.\BLE GROCERY ITE\!S 
aluminum foil 
J.mmo111a 
ant pouon 
ant.J.cid mints 
asphalt tilt: clcJ.ner 
b.t2s--lur.ch 
bir-d seed 
ble,ch-1.iundry 

___ ___ __ __ bluomg 

bottle brushes 
b"ooms 
candles 
canning jan and lids 

,b.rbonaled beverages 
·· - ----- -· ·· cat food 

charco•I briquettes lighter fluid 
_______ ·-·-··cigarette-fluid.wick,, flints 

cigarettes 
cigar, 

···-------·-cleaners and polishes (household) 
clothes cle:minii fluid 
clothes pins 
coloring extracts 
cough drops 

__________________ deodorizer, (air fresheners) 

dietary supplements or adjuncts 
dishcloths 

---·-----dog food 
drain cleaner, (Drano. etc.) 
··onztf" 

· ---. ---- dye-dothes 
faMiiitl!\.~Ut-S. - - --~ ~--

_1 .. l-lc,·· <lnnk111!i? tub<- l'>traw-s) 
n,~r·w.u .md applicators 1 

n, swatters 
-------~------- fork,-woodcn 

frceur ta~ 
fud--<:ookin~. heoling 
fum,tu"" polish 
~•rbaire bags 

-------·:-------- ~•ss cleaner. glass wax 

gum (me<l1c~ted) 
insect spray. poison, bombs 
kleenex 

. kotex. tampax. coets, fems 
licht bulbs .nd fuses 
liC'.htc:r flt:id. 
lOze-nges tmedicated) 
lye 
matches _ 
mops, mop handles 
moth protection-all kinds 
muffin papers 
poper cups, plates, naphns, 

table covers 
paper towels, drinlung straws 
parawu 
powder (cleaning) 
rolaids · 
rust sttin remover 
salt-ice cream 
sandwich bags 
-5aran" wrap 
scouring pads 
sih·er polish 
soap and detergent 
soft drinks (carbonated) 
sponges 
starch--laundry 
table cover~paper 
tile cleaner 
toilet ti55ue 

-t~~h~~icks 
uphol,-r~· df""JO~r 
.. \.amsh~ 
water softl•ner (laundry} 
wat<"r softener s.ilt 
wax paper 
wa.,: remover 
whisk. brooms 
- \\'index"' sprayers 
wood and plastic spoons, fork, 

EXHIBIT A 

-- - ----------

---------------------------------------· -------

-----------------------------·----- --------

------------ --·-------------

!-··----

------- -- -----------

·-----. --------·------ ------ - -----

-------------- ··----------- ·-·-·------

---------------------·- ---- .. - ---------··------------
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Regulation 1603. TAXABLE SALES OF FOOD PRODUCTS. EXHIBIT A 

Rt:'ff'~. $.t>ct1ons 6t.06. 6010:. ro1:_ 6359. 6.J!i9.l. 6.16l. 6.16.1.5. 6l6J.6. 6.17.t. RM:enue 2nd 
T .a.1.1t1on Cude. 

Food Products Cl..•ncraU .. -. s~ Rci,:ul.i.tlon 1602. 
Alcohohc B"\"t-r.1ge1. t~ rcimbursement ....,. hen ~t\·e-d with, see Rc-~bhon 

1700 
-rr~·· mc:.1.ls with purch:a'.W"d rn~:ils. sec R~ul:ition 1670. 
\1e-.1!s !>c-rve<l to p:itients .ind in1:1;itM of ;in 1mt1tut1on. see Rt!gubt1on 150.J. 
Yendin~ \fo..ch1nM. when ('Ons1d,.:red sdhn; meili. see A~gubtion 151-1. 
\te-als ar summer c::imp. st"e He~llnon I:,{.i6te). 

101 REST\CR.\'.\TS. HOTEL~. ROAROl:',C JIOCSF.S. SODA FOCXL\!:<;S, 
A:\D SI\IIL\11 ESTAllLISll\lF::S:TS. The term ""boarding house" as used ,n 
this rei;:ul.ltion me:ins any establishment re~ularly sen.in; meals on tht!' average 
to five Or more paying gue$tS. The term includes a "guest home ... ··residenti::i.l care 

--~ home-.- ""halfway house;· ,md any other establishment providing room and board_ 
or board only~ which is not :in institution :is de.fined in Regualtion 150,l and Section 
6.363.6 of the R~·enue and Tax:ition Code. The fact that guests may be recipients 

· ·- of welfare funds does not affect the opplication of tllX. A person or establishment 
furnishmg meals on the avenge to fewer than five paying guests during the 
calendar q=ter is not eoruidercd to be eng,ged in the business of selling meals 
at retail 

Tu applies to sale, of meals or hot prepared food products (see (d) below) 
- - · furnished bv restaurants. concessionaires. hotels, boarding house,, soda fountains. 

and similar 'establishments whether served on or off the premises. In the case of 
---- .\merican Pw, hotels and boardin,z houses, a reuonable segregation must be made 

betwttn the charges for rooms ~ the charges for me2ls or hot prepared iood 
products. Effective January I, 1974. charges by hotels or boardin~ houses for 

----- --- delivering mhh or hot prepared. food prod:..1cts to, or serving them in~ the rooms 
of guests are includ.ible in the measure of tax on the sales of the meals or hot 

____ ·--- prepar~ food prod.ucts whether or not the charges are separately stated. 
- IDteren, see (g) below.) 

Scuffle cups. straws, paper napkim. toothpicks J.nd like- items th::it are not of a 
reusa.ble character which are furnished \\ith meals or hot prepared food pro<l4.ch 
are sold \\ith the meals or hot prepared food products. Sales of such items for such 

------ - ---------- purpoSf' to p~rsons cfl~a~cd 1n th(• business of ;Cfling me-a.ls or hot pre-par~ To«i 
products are. accordingiy. sales for r~le. • 

-- (b) "Dlll\"E-I:-.S." Tax applit:> to sales of drink., or foods ordinarily sold for .,. ---- -------- -
immedUt~ conrumption on or near a Jocation at which parking facilities are 

_________ provid<'"CI prim,1riJy for the use- of p:itrons in consuming the products purchased at 
the ··drive-in .. establishment. even though such products are sold on a ""take out" 
or "to go" order and are actuall>· packa~ed or wnpped and taken from th,o 

---------premises of the rl'tailer. Food products when sold in bulk, i.e~ in quantities or in ------- _____ _ 
a form not suitable for consumption on the retailer's premlses, are not regarded 
as ordiruuily sold for immediate consumption on or near the lociltion at which 

----------------parking facilites are provided by th>! retailer. Accordingly, "ith the exception of· ·-- -- -- ------· 
hot prepared food products (see (d) below), sales of ice cre:im in bulk containers 

_______ , __ (pints, quarts. etc.), doughnuts. and other individual food itef(U in quantities ____________ _ 
obviously not intended for consumption on the retailer's premi~ sold without ,-
e:1ting utensils. trays 01' dishes and not consumed on the retailer's prcmi$eS. are 

----------------- exempt from tax. Any reuiler elaiming a deduction on account of food sales of this -- - -- -----
type must support the deduction by complete wd detailed records.' 

(cl PUCES WHERE ADMISSION IS CHARGED. :- -----------
_ (I) GENERAL Tax applies to sales cf food products when sold within, 

and for consumption v.'lthin, a place the entrance to which is subject to an -
admission charge. during the period \vhen the sale, are made except for national 

________ and state parks and monuments. 

(2) DEFINITIONS. 

(A) ''Place" means an are-2 the exterior bound::llie, of which are defined by --- - --- -----­
walls. fence, or otherwise in such J. manner that the area. re~dily can be recognized 

________________ and distingusished from adjoining or surrounding property. Examples include 
buildings, fenced enclosures and areas delirrJted by post signs. 

(B) -within a place" means inside tbe door, gate. turnstile. or other point at 
_________ which the customer must pay an adrru'ssion chuge or present evidenc~. such as -­

a ticket, that an admission charge h:,s been paid. Adjacent to, or in close proximity 
to, a place is not within a place. , 

----------------- (C) - Admission charge" means any consideration required to be paid in :---···· 
money or otherwise for admittance to a place. : 

----------------- "Admission charge" does not include: 

t

c N- L Membenhip dues in a dub or other organization entitling .the 
._ _________________ member to, amon1 othu things. ffltrance to a place maintained by the dub or 

• The records accepuble In support of rueh • deduction an, 
(a) A sales ticket prepared for nch t-ramaction claimed u being tu exempl sh<N-.ng, 

le ( I) Data of the sale, 
1 (21 The kind of men:handise sold, 
'! (3) The quantity of e:ich kind of merchandi.w ,old, 
~+ ( 4► The price of each kind of merch.lll-d.ise sold. 
~ (5) The total price of merdtandisa sold, 

{6) A su.tement to the effect that the mert:h.andise purchased is not to be consumed 
;~----- -- - ------------ on or neu tM location at which puking facilitie, are pro..,ided by the retailer, md 
-~ (b) t\ d.ily sales record kept in sufficient det~ to permit veriii:cation bv audit that ill 
· -f _ _ _ _ ___ . _ ..• ~=;~:~=ot:;:.V: been accounted for :ind that all sales claimed u bein! tu 

; or;..:J.nizahon. m~~ ,u a ft•nced .:irca ;ontJinin~ 3 dub hou~c. tcnnn, courts. and -
______ ___ .'i"""11nn11n~ pool. \ here ,1 ~ucst is ;idm1tted to ,;uch a pbce only when ;,icrompanil::'d 

'

} b~- or voucht>d for by a mcmbf:'r of the- club or org-:i.m7.:ltion, any charge made to 
thf" izuMt for USP of facihhM lO tht" pl.ice 1s not an admission charce. 

Z. A charge for :i studc:nt bod-. card cnhthm: th~ stud~nc to. among 
other thm~s. entrance to :a place. such a! cntr.:u,ce to a school auditonum at .... h,ch 
,. danci- is held. 

:l. A charge for the use of facditics w1thin a pbce to which no cntra..-.ce 
charge is made to spect:tton. For cumple, ~een f~ p3id for th~ µrivilt..·gt of 

. _ playing a golf course. a ch3rge made to swimmers for the we of a pool within a 
pbce, or a charge made for the use of I.mes in a public bowling pbce. 

(D) .. J\ational and state parks and monuments .. me.ins those ...,hich .1.re p:irt 
-- o( the ·"ation.1J Park System or the State PJrk S~stcm. The phrase does not include 

parlu and monuments not '4'\thin either of tho.ie systems. such as city, county. 
re-gional. district or private parks. 
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(Jl PRESU\IPTJ0:'>1 TIU T FOOE> IS SOLD FOR CO:S:SU\IPTIOS WITfllS 
A PUCE. \Vhen food products are sold \.\'lthin a. place th~ entrIDce to which 
is rubjcct to an admission charge, it will be presumed. in the absence of cvuJence 
to the contrary. that tht" food products an• sold for consumption withm the place. 
Obtaining and ret~inin~ e-,,idence in suppurt of the cl::umed tax exemption 1s the 
respom:ib1lity of thl" retailer. Su:h evidence may consist. for example. of proof that 
the sales were of c.mn('-d j..i.ms, cake mixes, spices. cookmg chocolate, or other 1tcrns 
in a form in which it is uniikcly that such items would be consumed within the 
pl.1ce ,, here sold. ' 

(4) FOOD SOLD TO STCDE;>;TS. The exemption otherwise granted by 
S~ti0n f,JRJ dc,es not apply to sales oi food products to students ,,·hen sold -.v1~hin, 
a;,d for consumpt1.on v. ithin, :i. place the cr.trar:.ce to which is subje-:t to ~n 
.:2dmiss1on charge, and such s:i.les are ~vb1ect to tax. For e.u:-:lple, \~ hen food 
products are sold by a student orgamz1t1or:. to students or to both students .rnd 
nonstudents "ithin a place the enrrance to which is subject to an admission charse, 
such a.s a pl .. ce where school atheltic events are held, the sales to both students 
.and nonstudents a.re tax.able. 

(d) HOT PREPARED FOOD PRODUCTS 

(I) GENERAL On ,nd after J•nuary I, 1972, iax applies to ,,11 sales of hot 
prepared food products unless other,.ise exempt. "Hot prepared food product, .. 
means those products, items. or components which h:i.ve bttn prcpu~ for sale 

~--1n a heated condition and which are sold at any tcmpenture which u higher than 
the air temperature of the room or place where they are sold. The mere heating 

.. ___ of a food product constitutes preparation of a hot prepared food product, e.g., 
grilling a sandwich, dipping a so.ndwich bun in hot gravy, using infra-red lights. 
steam tables, etc. If the sale is intended to be of a hot food product, such sale is 

- -· -· --·--- c --- of a hot food product regardleu of cooli:ig which incidentally occurs... For exa..mple, 
the sale of a toasted sandwich intended to be in ;a, heated condition when sold. such 
as a fried ham sandwich on toast. is a sale of a hot piepared food product even 

----- ·---·-though it may have cooled due to dela:,,·. On the other h:111d, the sale of a to...sted 
sandwich which is not intended to be in :i heJ.-ted conCition when sold, such :?.s, 
cold tuna sandwich on toast. is not a sale of~ hot prepared food product. \\ h~n 

,,m.:lc pnct• h;1'i bt'1·n t-,t...1bll\h1--<l h1r a comlnn.•t1on of hot Jnd cnlrl f('lt,d items, 
"lH h J..'> J m1.. ... al or dmm .. r wh1ch 1n-<.·lurle, c,1ld components or "lde ilt'ms. t.u. ;1pµl1es 

----- to tht• t•nllrt" C''itabbht"<l µnee f("t.:.irdlc-ss of 1lcm1zat1on <tn the- s.dr~ check The­
JJu:·lu~um of any hot food µrodt1C't in ,m otlic-rv1o c.t• culd combm:it1on of food 

_________ prodUC't.,; ~d for a !lllli:,lt:> t><;lahh,ht--d prlC't•. W!lults an the tax applyin.t: lo the entire 
e,t:ihlisht-d price. e-.~ .• hot coffN• servNi. with a meal conc;1st1n~ of cold food - ~ 
products. wh<>n th<- cofft-e is indudt·d in the established pncc- of th~ meal. lf a 

------- sin~l~µric-t" for th_,. rornb11ution of hot and cold food itcm5 is listed on a men~ wall 
sii:m _or is <.,therwts<" advcrti.~. a !iindc- price has been establi.,hcd. Uct•pt as 
othc-r\\.i'."ie, provided in (b). (c). or (e) of this regulation. or in regul.ation 1574. tax 

----------------- det.-s not :.ippJy to the- salf" for a separate price of b:ikery g.oods, bevera!,1es classed 
as food products. or rold or froz<'n food products. Hot b,kery good, and, hot 
bevE"rJi;tt!'S such a.-.. c-offe"t" a.rt" hot pr<"pared food products but their sale for a 
!ieparatc- price is ('"o:u .. mpt unl~s taxablt." as provided in (b). (c). or (e) of this 
r~ulation. Tax dON- apply if a hot ~v("ra~e and a bakery product or cold food 

--------------- p-rodUC't ar~ sold as , combination for :i ~inE{Je price. Hot soup. bouillon, or 
ronson,mi- is corui<lc-Tffl a hot µreparc-d food product, not a bever::ige. 

(21 . .\.IR c:-1.mUERS E.'sGAGED 1:- 1:-TERSTATE OR FORE!c:--; 
CO~l~IERCE. EffPCti,·<' as of January I. 1972, tax dO<'S not apply to the sole, 
storaR~. use. or othf'r consumpuon of hot prcp:ircd food products sold by caterers 

--------·-------- or other vffldors to ,iir carnt>r-s en~aged in interstate or foreign commerce, for 
consumphon by pas~n~ers on such air earners. nor to the s..·ile. storage. u:-e. or 
oth~ con. .. umptton of hot prt."pared food prt>ducts sold or served to p:.isi;engers by 

- ""air carrier, e-np!!ed m intcrsbtE" or forci~n commerce for consumµt1on by 
paSSt'ngc-~ on such :1ir earners. "Air c:irrien .. are persons or firm'> in the business 

_________ of tramporting p<:>rsons or property for h1re or compens.1tion. an<l include both 
common and contract CJrriers. "Passen1:?:ers·· do not include ere\\· members.. ,\ny 
catt-r"r or otht""r \ endor cl.1iming the' exemption must support it \\·1th a.n 
e-:'lemption cl!'rtifiC'ate from the air carri~r substantially in the form pre.scnbed in 

, .-\pprndix .\ of thi, regubtion. 

(el FOOD FOR CONSU~IPTlON AT FACILmES PROVIDED BY THE -
RETAILER. Tu applie, to sales of sandwiche,. ice cream, and other foods 

----------------~ sold in a form for consumption at to.bles. ch.airs. or counters or from trays. glasses. 
, dishes. or oth~ tabl~ware prO\,ded by the re!ailer or by a person with whom the 

EXHIBIT A 

1 retailer contra.cu to furnish. prepare. or serve food products to othen. 

---------------- With th<> <>tteption food 3S pro,;ded in (bl. (cl. and above. tax does not applv to-----
sales of food in boxes. cartons or athenvise in a form for consumption other than 

. 

~---------------' at t~bles. chain, or counters or from tr.,.ys. glasses. dishes or other tableware __ _ 
: pto,.,ided by the ret2iler or by a ~rson with whom the retailer contracts to furnish. 

prepare. or ~., food products. 
----------------; If a retailtt of cold sand,.ic~. ice <ream. or other foods sold for imm..diate -

· consumption. claims exemption from tax of any s.11~ of food_ p~odu~ts .on the 
--------- grounds that they were sold for consumption other than at fae1hties ot this kmd, 

etth~r he must show that no such facilitid were provided or he must keep a careful 
segregation of hu r~ipts fro~ s1:1ch sales on s7pJ.rate cash r~gister listi~gs. o~ 

----- copies of sale, slips. or in some sumb.r re-cord wh1ch can be venfied: by aud:t. Th1s 
paragraph does nc,t apply to sales of hot prepar..d food products or sale, ,..foch are 

·----·---- taxable under (b). (c). or (d) abo,e. - -----· 
,\ pa~:OJl;f'r's sr;.i! ;board a tr::iin. or;,. spt""CL11or"s seat at a g;im~. !Ibo"'. or 'iim,l,H 
t-n•nt 1s not a ··ch,ur·• within the mcan1ni.! of trm rc-~ul.1tion. :\ccord1m::h·. exec-pt 

-;----· -- ---------·for hot prl!'ponerl food product-: :ind :is tilht·r\,1,;,c pro\1dt"d io (cl abO\t:>. ta\ <lc,t"s 
not :ipply to th!" SJle of cold ~:rndwich<"'i, 1Ct:' crc,un, or other food products rn!J. by 

. vt.•ndor!> passin~ amon,z the p:is,;;en@:N':> or ~pr.-1:.ilors whc-rc the- food product:: are 
not -ro, consun1ption ::it t.:i.blM. ch:ilr!:. or cou11tt.:n or from tra~s. :.;::L1S'it"'i, dtsht"s. or 

; ot~r tabl~w;ue providrd b~ :he ret:ul~r." r--
---------·--- ---------·-----

. ·- -- -- ---------
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(0 TIPS A:-;O SEi,\'JCF. CHARGES. Effc-chv• January I. 1976, no 
t>mplnye-r sh.:dl collect. t;:ike. or re-c-ei'n~ any )'.!T:ltuity er:& part thereof. p::iid. ;::;ven 
to. orJeft for :m cmployt"'I? by a patron. or dt--duct any :imount from wa~es due an 
employef" on account of such ~rJ.tuity. or require an e-mployt'e to credit th(' 
amount. or any part thcrc.'of. of such ~r..1twt:; ::ig.11m! and as a part oJ the wacc-s due 
tht" cmµloy!'c from the- employer. 1L..1UOr Code SectHJ1t l'5Ll If this prnhibit10n is 
violated. tax apµlic-s :1ccordtng to the pro\.i:.1ons of thrs rciul.1t1on in effect prior 
to J:m_uJ.ry l. IY76. iSt·e _.i,ppt>nrlix B i ' 

:\mounts desig.natffi J.S :,.('rvicf" ch;ir~e:.. added to the pnce- of mt:.i.ls are .1 part of 
tht!' selhni;t prict" of th(" mL"ab and. acc-ordtng!r. must be includ12<l m the ret:ule:-·'i 
gross rt"-Ceipt~ sub1cct to tax even thou~h such ~ervice- charges are made in lieu of 
tips and are p::ud over by the- retailer to his emplo:-ees... 

(g) CATERERS. The tc-rm ··caterer'" as used in this regulation means a 
· ~~n en-g:igl"d in the busm~:o; o[ serving me>al.s. food J.nd drinks on the premises 
of his customers but docs not includ<:- employees hired by the hour or da)". 

----------Tu applies to the entire charges made by c:iterers for servin~ meals. food. :ind 
drink$. inclusive of c:harges for food. the use of dishes. silverware. gias~ chairs. 
tables. etc .• Uff'<l in connection with se.rving meals. J.nd for the labor of serving the 

- mnls. '"·hether performed by himself or by his employees or subcontractors. Tix 
applies to charge5 made by catereN for preparing and scn•ing meals :md drinks 

---- -- -- -··- ... _ even though the food is not pro"ided by the caterers. Ti, applies to charges made 
by c:tteren for hot prepared food products as in {di abo\'e whether or not ser.:ed 
br the cateren. Tax does not 3.pp{y to ch:irg:e-s made by c:iterers for the rental of 

- dUhes. silverware. gl.sses. etc .• purch.:1sed b•,: the cat~!"er with tax paid on the 
purchue price if no food is provtded or served by the caterers in connection 'Aith 

________ such rental 
Sales of meals bv Clterers to sod.I clubs. fraternal orzamzation.s or other persons 
are sales for res:ile if such social clubs. fraternl.l org,1n;z;it1ons or other persons are 

---------- the retailers of the meals subJeet to tax under th) below and give valid resale 
. certificat~ therefor. 

EXHIBIT A 

(h) SOCIAL CLl:BS A,';D FRATF.R:-;AL ORGA:-;lZ.\ TIO:-1S. ..Socd Clubs -­
andFratern:t.1 Organizations .. as used herein incluci~ any corpor:itiorr, p:lrtnership. 

----------- auoci:lhon or group or combination :1cting as a umt. such as service dubs. todges, 
and community, country. and athletic dubs. 

The tax applies to receipts from the furnishing of meals, food. and drink by social 
---------------- clubs and fraternal organizations unless furnished: ( l} ex.elusively to members; and -

. also. '(2) less frequently than once a week. Both these requirements must be met. 
-----------~-- If the dub or organization furnishes meals. f~_9~rink to nonmembers. all 

r~ph frotn ttw furni~hm,: of m~ab. food or drink ar~ subje-c't to t:u: \vhirth~r 
, furnish<-d to mc-n1lx-n: or nonmem~r~ indudm~ rt."C'cipb on OCC"'.J!ilions whPn 

--------~-------tumistwd e-xcluuw•ly to ml•mbt>r~. ~1e--J.ls. lood or dnnk paid for by m<'mbers are ~ --- - - ---- - - -
considt.•rrd furnish1.--d to tlwm ""t'" thooj,!.}, consumed by i;uests who are not 

,-----------------mem~. 

(i) STI:Dli .. ",TS" MEALS-BLJ!'(I> \'E:-.'DORS. 

,------------------ (Ir oEFJ:,.;rno:,.;. As us..d herein. the t~ .. food products" includM food 
fumi~ht'd. prc-parNf. or sl"n-·1..-d for c-on~umption at tabl~s. chairs. or counten. or 
from trays. gbs~; dishes. or othr-r tablC"ware pro\ided by the retailer or by a 
pers~n with whom the rt'"tailc-r contracb to furnish. prepare- or serve food to others.. 

(:?)I STUDE.?\'TS" ~tE:\.f.S. S.llM of meals or food products for human 
consumption to studC'nts of a 5chool by public- or pri\·a.te !>Chools. school districts, 
student oq::::tniz:itions . .J.nd parrnt-tc~1chc-r ;1,<;sociat1ons are e-xempt from tax, except 

---------------for 3J pt"TC~nt of the gross receipts frbm th<- sale- oi cold food producb through a 
n•ndlng rnachlnt" for mort" than 15 ct"nts :.ind l"xcept a..s othen,ise pro\"ided in 

________________ (c) /4\ above. 

(3)' BU,';D VE:SDORS. Tax does not nppl1/ to the sole of meals or food 
producu for hu~n consumption to students of J. ~chool by any blind person {;u 

----------------. d..-fin.,.J in Section 19153 of the Welfar~ ond lnstitutioru Code) operating a 
re!taurant or vending stand in 30 educ:ltional institution under Article 5 of 

________________ O,apt.,,. 6 of Part 2 of Divsion 10 of the W~lfare and lnshtutions Code. except for 
33 pem,nt of th<' ~ross rec~pts from th<.> sale of cold food products through a 
vending iruachin~ for morP than 15 cents and except as otherwise provided in ! 

--------------- (c) (4l above. 

_______________ (j) E!IIPLOYEES' MEALS. 

(I) L~-CE':ERAL .\ny employer or employee orgsniution that is in the 
businfls of ~ling m~als. e.g.. a restaur:mt. hotel. club. or association, must include 

---------------- its receipts from the sale, of meals to employees. along "-ilh its rtteipts from ,ales ---
to othet" purch~n of m~ls. in the amount upon which it computes its sa.Jes tax 

_________________ liability. ..\n employer or a.n employee org:iniz.:ition selling meals only to 
employee, btt-omes a re-tailer of meals and liable for sales tax upon its receipts 
from sales of meals if 1t sells meal, to an a\·e-rage number of five or morl!: employees 

r--------------- during the calendar quarter. -- ---·-------
(2) SPECIFIC CH.~RCE. The tax applies only if a specific charg" is made 

--------- for the meals. Tax does not :i:pply to cash paid an employee in lieu of meals. A 

---- - ·------

specific charge is made for meals if: 

{A) Employee pays cash for meals consumed. 
(B) \'a.lue or meals is deducted from emplo!ee·s \1.ages. 
(Cl Emplo~ee receives meals in lieu of cash to bring: compensation up to 

legal minimum ,va,;e. 
(D) E:nploree has the option to receive c::i.sh for me.tis not consumed. 

·----------·--. (3) ,';Q SPECIFJC Cli.\RGE. If r.o _specific cha:;e is rn,de for meals. the 
employer is the consumer cf the food prorlucts purchased and th~ 3ale of feud 
products to him is not subject to the tax. If he furnishe5 nonfood items •,1,:tth the 
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EXHIBIT A 

m<',,h, suc-h itH"l,!Jr<'"lte-s and ::.oft r!rrnb. thr 1:u: appl1c!; to th~ sat'" of such products 
to him 

lt1 the :ih"•nct' of an~ of tht· cornhlionc. umkr Ul {:11 a s1X'cific C"h;irs:L· i~ not made 
,L 

(A) A \'aluc 1:- i\)..'-ll!llt'd to mc.1b. as ::i mcansof rcportin~ the fotr market value 
t,f emplo~t•M· uw;ib pur:-.u.int to !>tJ.tC and ft.•dcr.d 1.1ws or rc:::ulations or umon 
conlr;icrs. 

\H) Emplov,•cs who do not con<:um(• ;i\·::i1L1ble meals haYe no re-course on 
thl·~r t..·mph~ C'r !or .1ddit1or::.tl c:1:-h wagf:'.'s 

(C} \k:1h .1rc· i;:1:nc-raily .JV:lllal>lc to cmplovt'eS. but tht" duties of certain 
rmplo~-e.~s c-,dudc- them from rc-ce,vin~ the .-ne::!ils and :ire paid c:::sh in heu 
there,oL 

(~l \l~~\L$ CHEDITED TO\\'.\RD ~11:S:l~IU~l WAGE. If an employee 
r("('e1\·M m,•als in lil'U of c.tsh to bnng his compensation up to the legal mimmum 
w.1ct'. the- .;tmount by which the minimum wage e>.ceeds the .i.mount otherwise 
p.:1id to thL· ~mployee is includable- in the ("mplo~·er·s tax.3ble gross receipts up to 
th(" v~u~ of thC' ru,t.•ili credited toward the minimum wage. 

For eumple. if the minimum rate for an eis:ht-hour <iJ,,. is SI:3.20. and the 
emplo:i,·ee rtt~v<."d S12.20 ut cash. and he receive$ a lunch which is credited towa-f"d 
his minnnum \\'a~e in the m:i.,:imum allowable amount of Sl.00. the employer has 
rf"C"t'"1ved ~r<ITT receipts in the amount of Sl.00 for the lunch. 

(5l TAX REl~lBURSE.\lEl','T. If a separately stated amount for tax 
--~ ----·---- ·- -·-- ·-- ----· ·· re'lmburscment is not addl!'d to the pric-P- of m~als sold lo employ~ for which a. -

spt"cific cturge is mad~. the specific charge ,....;u be reg:uded u being a 
t:u-included. charg~ for the meals. - ---~--- - -----
ikl RELIGIOUS ORGANIZATIONS. Tax does not apply to sales of meals 

__ .1nd food products for human consumption furnished or :.erved by any religious· 
ou~:iniutton at a :.ocbl or other g:..1thering conducted bv it or under its au:;pices. 
if lhe purpose 1n furnishing or ~~rving the meals and rOod products is to obtain 

-----· revenu~ for the functions and ,1ct1vit1es of the orgamz:itlon and the revenue 
obtained from fum1shmg: or servmg the meals and food products is actually used 
m c-.1,,.-ying on such functions and ;1ctw1ties. For the purposes of this regulation, 

------- .. reh~ous oq;:uu:ution .. means any organization the property of which is exempt · 
from taxation pursuant to Section l % of Article Xlll of the State Constitution. 

(/) INSTITUTIONS. Tax doe> not apply to the sale of. nor the stor:ige, use, 
or other consumption in this state of. meals and food products for human 

------ coruumption furnished or served to and consumed by patients J.nd inmates of an . 
-institution- as defined in Regulation 1503. 

(ml ME.'>L PROGRAMS FOR LOW-INCO~IE ELDERLY PERSONS. On 
and aft..,. October I. Jg;z, tax doe> not apply to the sale of. and the storage. use 

______________ or other consumption in this state of. meals and food products for human 

consumphon furni>h~ or st--n:ed to low-income- t."'ldcrJy persons at or below co,t 

------------~· by a nonprofit or~1z:it1on or l;?:O\'f'mmen1:il .lE,?enc,· under a pro~r:.im funded by 
this state or the Unite-cl St:ttc,s for :mch purposes. 

. --------- ·------------------------------------------

1---------------------------------------'---------------------

------ - ---------------------

------ --------·---- -----

--- ------- -------- ----------- --· 

-----------·-----·---- ------·---------

!---------------- -· ------- -- -- ----------

------ - ----------------

------•----------------------------------.,....-------
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EXHIBIT A 
6359.2. Food producls sold throuo;h vending machines. Except for 

th<' tax tr.-atml'nt of food products scllinl( at retail for fifteen cents (S0.15) 
or 1.-ss under·S<'ct10n 6359.4.2l.l'erccnt of the gross receipts of any retailer i 
from th<' sale at ,,.tail of food producl< (other than hot prepared food 

1

, 
products. as d,,fin.-d in s,,ction 6359) shall be subject to the tax imposed 
bY S..ct10n 60.'i I. wh<en such food products are actually sold through a 
vcndin~ machine. . 

The Le~islaturf" finds that 33 percent represents the- sta.tewide average 
of cold food products ,old throm:h ,cnrlin!( machines which are subject to 
the tax imposed under this part. The-re-fore. the Le;tislature establishes this 
avera~e as the measure of lht.' tax\'- ith respect to \·ending machine sales 
to simplify ta,, audit mg procedures and to provide for uniformity in the 

-- taxation of gross reccipts deri\'e-d from the saJ,. of cold food products · 
throuih vcndin!( machines . 
..._.....,~.,, s..t-. tm. p. 1111. Jon .-Hect o--.- u. 1111. ___..,_ .,1.1>_,-, 1. 11n. 

6359.4. Vending machineoperalor. Any vending machine operator is 
a consumer of. and shall not be considered a retailer of. tangible personal · 

_ property which sells at retail for.fifteen cents ($0.15) or less and which is 
·- - actually sold through a vending machine. M:....., ........... "" 1 .. -. ,_.,_ a, ,-M. _,..._ Aut_, t. 111ff Stat.&. ,,.. 11- l'ID.. WI ..,..ac1 .J.----. t. ,.,._ 

.....,...... .,..,_ __ ( .. ,,,~ t.. ~-- ........ 

--- --- -------------

63593. Ice. .4-! incidental to the exemplton provided for m Section • -- ----------
6359, there are exempted from the ta.xes imposed by th,s part. the gross~ 

___ receipts from the sale of and the storage, use, or other consumplton in this 
State of ice or dry ice used or employed in packin1< and sh,ppmg or 
transportmg food products for human consumption between a point or 

-~, --- points ,,.,,th1n and l. point or pomts .. -.,thout this St::ite. 
Hi.-,o~ti,, St.'11. ~ ... 11"Llft.t'f'-1. M•'f :,,..._St9ta. ,..._,-.HJ..l-A-"'-• April::..,,.._ .......i --- / 

6358. A~imal life; feed; seedi;_ plants; fertilizer. There are exempted 
from the ta.xes imposed by this part the gro,s receipts from sales of and 

________ .,_ _______ the storage. use, or other consumption of: 
(a) Any form of animal life dr a ·1.ind the products of which ordinarily 

constitute food for human con'surnp\ion. 
---- (b) Feed for any form of Animal life of a ldnd the products of which 

ordinarily constitute food f1human c:'onsumption, or are to be sold in the 
---------------- regular course of business. \ 

(c) Seeds and ann~~ts the products of which ordinarily constitute -· ~~);e::e: :::;p:: t:r~:: tt:~be~:~::no~:h:::::t::::: 
as food for human C9"sumption or sold in e regular course of business. L ----

Ht---,.-11-U. tt,1,1. a. l&161_.u_ ..l\lly 1. 1M.l. ~ lb,. I • •M 1•11. SU.U.1Mf. J. JIIIZI. ~ .J~ 
'l. lMJ. ~1uJM ~,1,"Y ,__._.,----' wtt,~ tor,.,_~ _,. ~ in l•I efMJ (b). 

·6359.1. Hot prepun-d iood product~ sold to air carrien. There are 
·-·-- -- ~x(~mptc-d from tht• taxt·s imposC'ci by this part. th~ gross receipts from the 

~ii<" of. :ind ,torac:c-. use·. or otht.'r consumption in this state. of hot prepared 
fOO'I products ~olci by c-atf'rf'ts. or ot hr-r \·cndors, to air carrie-rs engaged 
in 111tC'rstalP or for~ign c-ommf'rCC'" for consumption by p:.iss<"'ngers on such 
air c-arric-n. anci the- gross rc-ceipts fron1 the salt-.. of :.md the storage. use or 

---------------- othrr consumption of hot pre-pared food products sold or served to 
p~n,?:ers by air carric-rs engaged in interstate or foreign commerce for 

1 

-------~-------- consumption b,· p.1s.st'"11~ers on such air carriers. 
H,.,ory-,1,..,.... tw Sta,M.. 1tM. Clt. lM.. &oft-«- .A.,.i 4. t•"M. 

----- - - -·--· 

r---------. ---- . ----------- -- --- ---------------------------
! 

-·------ - ·-----------------

-- --- -·-----~ ---------


