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MEMBERS PRESENT: 

CHAIRMAN PRICE 
VICE CHAIRMAN CRADDOCK 
ASSEMBLYMAN CHANEY 
ASSEMBLYMAN COULTER 
ASSEMBLYMAN DINI 
ASSEMBLYMAN MANN 

MEMBERS ABSENT: 

NONE 

ASSEMBLYMAN BERGEVIN 
ASSEMBLYMAN MARVEL 
ASSEMBLYMAN RUSK 
ASSEMBLYMAN TANNER 
ASSEMBLYMAN WEISE 

Chairman Price called the meeting to order at 2:30 p.m. for the I 
purpose of going through AB 616, making any technical changes 
that might be necessary. 

Mr. Price called upon Frank Daykin, Legislative Counsel, to answer 
some questions that have been raised. Mr. Price stated that the 
first question was in regards to page 5, line 4, which states 
the population in 1974 and line 16 of the same page which states 
1975. Should these two dates be the same. Mr. Daykin stated that 
both figures should be the same and should read 1974. 

Mr. Daykin went on to explain that this came from a suggestions 
from Howard Barrett because he has to use the figures in calculating 
budgets. He has to use the population of July 1 of the even number 
year preceding the biennium. 

Mr. Daykin also stated that the Senate had decided that instead of 
the Provisional Estimate, they would use the certification by the 
Governor, which is gotten from the State Planning Coordinator. 

Mr. Price stated that he thought this is what this committee wanted 
to do. Mr. Bergevin stated that the committee had not really ever 
talked about this or the state budget in general. 

Mr. Daykin explained that the Provisional Estimate, if it is 
gotten from the Census Department is, in this state, going to 
be based on what the Planning Coordinator is guessing. The 
Census Department is going to ask the Planning Coordinator for 
the figure so they might as well get this figure from there to 
begin with. 

Mr. Dini stated that he thought that the Department of Commerce 
gives the Governor the figures and then the Planning Coordinator 
breaks it down by county and city. Mr. Daykin stated that that 
was the way that he thought it worked, but as he was told the 
Coordinator's office is where the Department of Commerce gets 
the Provisional and even the Revised Estimate in between census. 
This is done in any state that has an agency that undertakes 
to prepare these figures instead of making any attempt to make 
their own estimate. 
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Mr. Mann pointed out that if that is where the figures come from 
then it really didntt matter which agency they used. Mr. Daykin 
stated that this was true except that it could take longer to get 
it from the Department of Commerce and thus it would be less up 
to date. 

Mr. Mann suggested that perhaps this was the type of technical 
amendment that should be made in a conference committee. Mr. Price 
stated that he would rather catch everything possible and keep 
the bill as clean as possible. 

Mr. Mann further stated that he would like to have the amendments 
put into two categories, one which deals with purely technical 
amendments and all the others in another amendment. 

Mr. Daykin stated that he could prepare two separate amendments 
to accomodate this type of thing so that they could be handled 
easier on the floor. 

It was decided that the change to the Governor's figures would 
be a technical amendment. The committee agreed to change this 
to go with Governor's figures rather then the Department of Commerce 
since they both come from the same source. 

Mr. Price moved on to the bottom of page 9, lines 48 & 49 which 
deals with figuring of average% of inflation. Mr. Price stated 
that he had been advised that there were several ways to figure 
this% and wondered if it should be tied down more tightly in the 
bill. 

Mr. Daykin stated that he felt that this had been corrected when 
they inserted the term "multiplied" on page 6, line 2. Mr. Miles 
explained to the committee how the percentage figure had been obtained. 

Ex: 1978 202.0 
1973 -137.6 

64.4 ~ 137.6 = 46.8 ~ 5 = 9.36 X 80% = 7.48% 

Mr. Daykin stated that he felt that this was clearly spelled out 
as to how this should be worked. Mr. Miles also stated that it 
was the Tax Department that had to be convinced on how it should 
work. He added that as long as they were dealing with the index 
itself and what you can't do is compute the percentage increase 
of each individual each, add then up, and then divide by 5 (if 
there were 5 years). This way you would obtain a different figure 
which actually would be lower percent. 

Mr. Nickson stated that there was no question in his mind as to 
how this should be calculated. 

Mr. Weise questioned whether this really read the way they wanted 
it to. He questioned the term "average annual percentage". 
Mr. Daykin explained that the annual percentage was for 60 months. 
Mr. Weise stated that annual denotes a 12 month period. Mr. Daykin 
stated that this was true; what this connotes is taking the percentage 
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for each month and annualizing it by multiplying by 12. If 
in fact you take the annual figures for the year - not taking 
percentages - but taking difference in the index each time and 
dividing it out properly you have to come up with the same 
answer. Mr. Miles stated that this was correct as long as you 
deal through the index. 

Mr. Price asked if line 3 of this page refers to the calendar year 
or the fiscal year. Mr. Daykin stated that it had to be the 
calendar year. 

Mr. Price stated that he had received a number of letters that 
dealt with voter registration. This part of the bill is found 
on page 15 at the top of page. The letters bring out a conflict 
with 3rd Saturday and 5th Saturday. Copies of these letters 
explaining the problem are attached to these minutes as Exhibits A 
and B. Mr. Daykin stated that this problem could be solved by 
getting the bill passed quickly. He stated that if anyone can 
assure that this bill could be passed quick enough there is no 
reason not to have the 5th Saturday left in it. This date would 
have to be April 25. However, if they cannot get the bill passed 
by this date, Mr. Daykin stated that they should give the people 
the additional two weeks to get registered. 

To Mr. Price's question regarding eligibility, Mr. Daykin explained 
that the people that register after the 5th Saturday before the 
election (April 28) would only be eligible to vote on this question. 
He stated that there was no reason why one cannot be eligible to 
vote upon one question and not upon another. 

In reply to Mr. Mann's question, Mr. Daykin stated that it would 
be possible in the extreme to have this out only 30 days before 
the election and that even this is self imposed and that a question 
can be placed on the ballot less then 30 days before an election. 
The constitution doesn't govern this particular thing. 

Mr. Price inquired how line 5 regarding samples b cl.lot would effect 
the unincorporated areas. Mr. Daykin explained that they would not 
receive a sample ballot and this was carried forward from similar 
provisions to save money. 

To Mr. Mann's question, Mr. Daykin replied that there was no law 
that required that they have sample ballots and that they would 
not be violating any statute. There is no constitutional provision 
or statute otherwise applicable and what they are doing is shutting 
off to save money and they are appropriating special for this election. 

Mr. Mann stated that he felt that they were setting a lot of precedents 
with this package and that it may be necessary to violate some of 
these traditions. 

In answer to Mr. Price's question regarding costs, Mr. Nickson stated 
that he would have no figures that would give them an estimate 
as to how much it would cost to get sample ballots to the unincor
porated areas. 
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Ed Greer, Clark County School District, stated that he had a 
question on the cap calculations and they wanted to make sure 
that Mr. Nickson would agree to this as he would be certifying 
this. 

Mr. Greer stated that it dealt with language on page 5, line 31. 
The question was that fund referred to includes everything but 
the ending fund balance, which is the way that is was calculated 
and they were anxious that Mr. Nickson would accept that because 
they would hate to see him just accepting the accounts 100-900 
as the expenditures. This does include contingency reserve and 
also the NRS conversion account that necessary for paying off 
because of their accrual accounting techniques. Mr. Nickson 
stated that providing the ending balance is within the limitations 
set for in the regulations, they would get credit for the contingency 
reserve. 

Mr. Price stated that he had a question on the personal property 
tax removal which was covered in AB 58 and when it would be 
effective. Mr. Daykin stated that as this is written it is a 
direction for assessment and this puts it out of the assessment. 
Personal property which is on the unsecured rolls would be exempt 
in 1979-80 and other personal property that was on the secured 
rolls would still be taxed because you are really paying the tax 
for the last year. 

Mr. Mann stated that this is what has got be clear, because come 
July 1 the people will still have to pay the bill. He added that 
the committee had wanted to have immediate tax relief on this; 
but had forgotten that taxes are always paid on the year behind. 
The intent of the committee had been to get the tax relief and 
to have the relief by July 1 of this year. 

Mr. Daykin stated that since this bill has been passed by the Assembly 
it would be necessary to persuade the Senate to put an amendment on 
for this purpose. There is no legal obstacle to doing this, it 
is simply that this bill does not yet do it. 

Mr. Mann inquired whether this was clarified in AB 616, that the 
property tax relief should be July 1. Mr. Daykin stated that there 
was no question in AB 616, but what the rate is reduced effective 
July 1 for everyone. AB 616 deals with the rate and reducing them 
for the year 1979-80 and following. Mr. Daykin stated that 1978-79 
assessment which will be paid July 1 will be paid at the rate 
prescribed in AB 616. 

Mr. Nickson asked Mr. Daykin since the Tax Department is to certify 
the tax rates on May 1 by statute; should there be inclusion 
in the bill for the certification to be delayed this year and 
be certified after the bill is passed. Mr. Daykin stated that 
this might be appropriate language. In AB 616 there is provision 
that the Tax Department shall adjust any of the budgets. If there 
is a risk that this will not be passed by May 1, then the section 
proposed by Mr. Nickson should be included. 
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Mr. Price stated that he felt that this should be put along with 
the 5th Saturday and held in abeyance until they can see how 
everything is moving. 

Mr. Dini turned to page 6, line 45, and asked if this was the 
escape clause for new schools being built. Mr. Daykin stated 
that it was an escape clause for whatever they want to do in 
the local district, if they are willing to vote for it. 

Mr. Dini went on to say that if their public bond issue on May 8 
were to pass, the school would not be ready for occupancy for 
several years, would they be able to get the money for staffing 
through this clause. Mr. Bergevin stated that the bond issue 
would be outside of the cap and that some of the staffing patterns 
would grow with the projected enrollment. If that is not enough 
then this escape clause could be used if they could obtain a 2/3 
vote on the issue. 

Mr. Mann stated that in Lyon County's case where there is a new 
school coming and they do not have double sessions, that youa~e not 
going to be able to resolve that problem other then if the class 
size is higher and the teachers can be transferred. This will not 
wholly solve the proble based on population increases.- He also 
stated that he felt it might not be that severe of a problem 
because they would have a two year lag time. 

Craig Blackham, Lyon County School District, stated that they have 
plans of new schools coming on in probably 1980 and 1981 for the 
Lyon County School District. For them to operate 4 new additional 
facilities in the area it would cost them approximately 3/4 of a 
million dollars or about 17% over and above the existing operating 
general fund money. In the event that they took this to the voters 
to extend that allowable increase and it was defeated, he wondered 
what would happen. Do the school buildings sit empty. He stated 
that he did understand that staffing patterns are going to picked 
up with their double sessions but they think that to open the 4 
new facilities will cost about 17% more then they have available 
under the cap. 

Mr. Craddock state~ that it seems to him like the current staffing 
and projected enrollment will cover that. Mr. Blackham stated that 
it would not. 

Mr. Mann stated that he felt that if they could get the bond passed 
then the people would also be willing to go along with the staffing 
of it. He would suggest that perhaps they should request the over
ride at the same time that they have the bond on the ballot. 
This would let them know if the people would be willing to go along 
with it down the road. 

Mr. Bergevin asked that if there was no spending cap would they 
have sufficient increase in their assessed valuation to get this 
17% that they are projecting. Mr. Blackham replied that they would 
expect that with the building going on in the area, along with 
some business that there might be the available revenue to do it. 
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Mr. Bergevin went on to say that if they did not do something to 
offset Question 6 in this manner, what would the district do 
when Question 6 passed and they were cut back even further. 
Mr. Blackham stated that they did not have the answer; but ri9ht now 
by statutue they must provide facilities for youngsters. This 
is what their trustees are attempting to do. Mr. Mann pointed 
out that they are required to provide an education but it says 
nothing about facilities. 

Mr. Mann stated that if they could sell the worthiness 
project then the people are going to override the cap. 
stated that it was very difficult to get 2/3 majority 
on a bond issue that only requires 51% to pass. 

of their 
Mr. Dini 

Mr. Tanner then presented the committee with a memorandum from 
Dan Miles regarding Exempting Food from Sales Tax. A copy of 
this is found attached to these minutes as Exhibit C. The portion 
of the information on Iowa can be found of pages 2 and 3 of the 
memo and also on the last two pages of it. Mr. Tanner stated that 
perhaps the food stamp method might be the route to go from an 
administrative standpoint. However, the point should be made 
they should tie it to the 1974 federal food stamp list and then 
let the Tax Department make any additional changes as needed. 

Mr. Mann stated that future legislatures could also make changes 
if they wished. 

Mr. Dan Miles, Deputy Fiscal Analyst, stated that there had been 
no significant changes in the food stamp list since 1974, the year 
of its conception. 

Mr. Tanner pointed out that the last two sheets of the memo covers 
the Iowa regulations. Mr. Tanner also pointed out that Mr. Nickson 
had brought over the federal regulations dealing with food stamp 
list. This is attached to these minutes as Exhibit D. 

Mr. Tanner stated that there were some problems with the Iowa 
definitions and that he would hate to see the committee get involved 
in these. This would be found on the last page dealing with 
meals. 

Mr. Nickson stated that this would give him the guidelines that 
he needs to develop the regulations that will be needed. 

Mr. Tanner then asked Frank Daykin if the cormnittee should prepare 
a letter of intent for the Tax Department. Mr. Daykin stated that 
it would better, if the committee wanted to give a declaration of 
legislative intent, to attach it as a transitory section to the bill 
and then let the two houses enact it. Then it really would be legis
lative intent. According to Mr. Daykin, a letter of intent would 
not have any weight in court. 

The committee decided to have Mr. Daykin draft a transitory section 
for the bill declaring legislative intent. This also would be 
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considered a technical amendment, because they are not actually 
departing from what there already is in the bill but merely spelling it 
out more clearly for the Tax Departmentrs benefit. 

Mr. Mann moved that the committee adopt this and Mr. Tanner 
seconded the motion. The motion carried unanimously. 

Ed Greer, Clark County School District, stated that he would like 
to present some figures to the committee which would better demon
strate impact then the figure being used. He added that he would 
get these figures to the committee in written form for their 
information. 

Mr. Greer stated that the figures would be budget since 1977-78, 
weighted enrollment, cost per student and the percent of increase 
from previous year. The reason that he was doing this is that 
it immediately sets out enrollment growth and just gives the impact 
which would relate to the cost of living. 

Budget for Clark County School District for 1977-78, $115,914,050. 
Weighted enrollment 82,120 and the cost per student $1,412. 
Budget for ·1978-79, $133,434,900, Weighted enrollment 84,000, 
cost per student $1,589. This is a 12.5% increase. Budget for 
projected 1979-80, with 8% increase and their operating budget 
is $148,534,568. Mr. Price inquired if this was their tentative 
budget. Mr. Greer stated that this was where the confusion has 
been. This is their projection of actual budget. Weighted 
enrollment is projected at 84,878 and that is per student cost 
of $1.750. This percent increase will be 10.1%, if the Governor's 
budget took place and there was no cap. 

Mr. Greer pointed out that the Assembly cap would place the budget 
at $142,032,360, with a weighted enrollment of 84,878 and the 
cost per student would be $1,673. The percent increase from the 
previous year would be 5.2%. The Senate cap on the 80¢ would create 
a cost per student of $1,714 and this would be a 7.9% increase. 

Mr. Greer stated that he would submit this information to Mr. Miles 
with the appropriate backup calculations. 

Mr. Mann moved foradoptian of the proposed amendments which had been 
discussed this day. Mr. Marvel seconded the motion. The motion 
passed unanimously. 

Mr. Mann moved that the committee "amend and do pass" AB 616 and 
Mr. Tanner seconded the motion. The motion passed 10-1 with 
Mr. Dini voting against the motion. 

A discussion was held regarding how the bill would be handled and 
what would happen down the road when conferences would have to 
be held. It was decided that they would try to have any conference 
committee consist of the committee as a whole. It was also decided 
that it really was to early to project how this would be handled. 
It was also decided that the Assembly and Senate Taxation Committees 
would sit down and discuss the two packages Tuesday, April 10. 

(Committee Minutes) 
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The next point of discussion was whether the bill should be re
referred to Ways and Means or handled by a committee of whole 
on the floor. It was decided that the committee would rather 
see it handled by a committee of the whole, if Ways and Means 
would agree. 

Mr. Mann stated they had discussed drafting a bill that set up 
a fund of perhaps $1,500,000 to go to Interim Finance to give 
them the funds and ability to handle any problems that this bill 
may create. This would be strictly on an emergency basis and 
the entity having problems would really have to present a good 
case. He added that the money may not be needed but he felt 
it should be available. 

Mr. Mann moved that the committee request a bill be drafted to set 
up this special fund which Interim Finance would handle. 
Mr. Bergevin seconded the motion. 

Mr. Dini questioned whether this was beyond the scope of Interim 
Finance to handle as it was just to deal with state agencies. 

Mr. Mann stated that they could also get this authority for this 
special situation. 

Mr. Craddock stated that he felt it was necessary for the protection 
of the special districts such as 318 which may find themselves in 
real trouble under the cap. 

Mr. Rusk stated that he felt that fiscal design of the plan was 
such that he did not feel that there was going to be that much 
of a problem and questioned the definition of emergency. 

The motion passed with Mr. Weise voting against it. 

As there was no further business to conduct, Chairman Price 
adjourned the meeting. 

Respectfully submitted, 

~~ 
Assembly Attache 

Also attached to these 
Exhibit E, Fiscal Note 
Exhibit F, Letter from 

Declaration 

minutes: 
on AB 616 

Tax Department regarding proposed 
of Intent on exemption of food tax 
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Date: April 3, 1979 

60TH NEVADA LEGISLATURE 

ASSEMBLY TAXATION COMMITTEE 
LEGISLATIVE ACTION 

SUBJECT: AB 616, Fixes statutory limits on state budget. on expendi-
tures by local governments and on general tax rate •. 

MOTION: 
AMEND AND XX Do Pass ___ Amend __ _ Indefinitely ·Postpone· ; Reconsider 

Moved By : Mr. Mann ------------ Seconded by: Mr. Tanner· 

AMENDMENT: As set forth in the minutes, basically technical amendments 

Moved by: Mr. Mann 

AMENDMENT: 

Moved by: 

MOTION 

VOTE: Yes No 

Price X 
Bergevin -x-
Chaney -x-
Coulter -x-
Craddock -x-
Dini -x-
Mann -x-
Marvel -x-
Rusk -x-
Tanner --x-
Weise --x-

--· 
TALLY: 10 

ORIGINAL MOTION: Passed xx 
AMENDED & PASSED 

AMENDED & PASSED 

. Seconded by: Mr. Marvel 

Seconded by: 

AMEND 

Yes 

X 
-x-
-x-
-x-
-x-
--x-
-x-
-x-
-x-
---x-
---x-

11 

Defeated 

No 

AMENDED & DEFEATED 

AMENDED & DEFEATED 

AMEND 

Yes 

Withdrawn 

Attached to Minutes April 3, 1979 
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OFFICE OF THE CITY CLERK 

GILBERT F. MANDAGARAN 
CITY CLERK 

POST OFFICE BOX 7 RENO, NEVADA 89504 

(702) 785-2030 March 7, 1979 

Honorable Robert Price 
Chairman, Committee on Taxation 
Legislative Building 
Capitol Complex 
Carson City, Nevada 89710 

EXHIBIT A 

DONALD J. COOK 
CHIEF DEPUTY CITY CLERK 

(702) 785-2032 

Subject: Assembly Bills Nos. 2 and 59 - Provides for 
Submission at a Special Election of Amendments 
to Sales and Use Tax Law 

Dear Mr. Price: 

Currently before the Committee on Taxation are Assembly 
Bills Nos. 2 and 59 which provide for submitting amendments 
to the Sales and Use Tax Law at a special election scheduled 
for June 5, 1979, which date coincides with our general 
municipal election. 

Upon review of both Bills, it became apparent that some 
complications may arise in attempting to consolidate both 
the special election and municipal election unless certain 
wording contained therein is amended prior to their final 
passage. 

Of specific concern is Section 4, Subsection 3 of both 
Bills which provide for close of voter registration on the 
third (3rd) Saturday preceding the election. As our munici
pal elections are governed by the provisions of the election 
laws of the State of Nevada, Section 293.560 Nevada Revised 
Statutes (NRS) provides that registration shall close on the 
fifth (5th) Saturday preceding the election. As a result, 
close of registration for the municipal elections will precede 
close of registration for the special election by two weeks. 

Those individuals registering to vote during this added 
two week period will only be allowed to vote on the sales 
tax question and not for the municipal ballot. 
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Page 2 
March 7, 1979 

EXHIBIT A 

Confusion on the part of the voter may well result 
believing they are qualified to vote the full ballot. Of 
particular concern would be the elderly who may well wish 
to register for both the municipal and special elections 
and to find they may only vote on the sales tax question. 

Added election costs will also be incurred as separate 
ballots must be purchased in order to accomodate those 
qualified to vote only the one ballot; added board workers 
will be required, and separate voting machines to contain 
the sales tax ballot will be needed. 

On the basis of the information provided, it is re
spectfully requested that consideration be given to amending 
Section 4, Subsection 3 to read "Registration must close at 
9 p.m. on the fifth Saturday preceding the special election." 

Any consideration to providing the sales tax question 
to the County Clerk on or before May 1, 1979, would be 
greatly appreciated, as this would allow us to incorporate 
such wording in our Sample Ballots scheduled for printing 
on May 9, and mailing on or before May 21, 1979. 

If I can be of any further assistance to you, please 
do not hesitate to contact me. 

GM/11 

xc: Assemblyman Steve Coulter 
Assemblyman Bob Rusk 
Mayor Bruno Menicucci 
Henry Etchemendy, City Manager 

yours, 
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\/VASHOE COUNTY 
.. To Protect and To Serve" 

OFFICE OF WASHOE COUNTY COURTHOUSE 
REGISTRAR OF VOTERS POST OFFICE BOX 11130 

ANN ROLLINS, Regl1trar RENO, NEVADA 89520 
PHONE: (702) 785-4194 

~arch 9, 1979 

Assemblyman Bob Price, Chairman 
Assembly Committee on Taxation 
Legislative Building 
Carson City, Nevada 89710 

Re: A.B. 2, A.B. 59, S.B. 32, S.B. 204 

Dear Mr. Price: 

I wish to call to your attention a serious deficiency in the 
subject bills, all of which contain languaqe concerning the 
holding of a special election on June 5, 1979, wherein the 
voters will express themselves concerning amendment of the 
Sales and Use Tax Act of 1955, particularly with relation to 
food. 

All four bills require that registration for the S?ecial elcctic~ 
close at 9: 00 p.m. on the third Saturda~, preceding the S!::)ecial 
election. The bills also imply that the special election b2 
consolidated with any other elections being held on the same date. 
Reno and Sparks elections will be held on June 5, and the general 
election statute mandates that close of registration for these 
elections be at 9:00 p.m. on the fifth Saturday preceding the 
election. If the language of the subject bills is not changed 
to conform to this statutory requirement, I foresee an irrecon
cilable conflict in that persons registering for the city elec
tions will be cut off two weeks before those who wish, at the 
last minute, to register to vote on the statewide question. This 
would reclude inclusion of the statewide uestion on the cit-
ba ots and TJould have thee feet of causing a separate e ection 
to be held simultaneously with the city elections. 

It is possible that this could be remedied by a provision in 
whichever of the subject bills passes that registration time is 
extended for all citizens, regar<iless of existing law, to th," 
close of registration time designated for the statewide question. 
If this is not possible, then every effort should be made to 
assure the passage of the chosen bill in time for the regular city 
registration deadline to apply to both city elections and the 
special election to vote on the state question. 

WA.\HOE COUNTY IS At: EQUAL opc,no TUN/ TY EMPLOYER 
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Assemblyman Bob Price 
March 9, 1979 
Page 2 

EXHIBIT B 

The second alternative is most undesirable in view of the 
-pure volume of work required to process and prepare final 
election rolls including rosters and other materials in time 
for election day. 

AR:rp. 
cc: Committee ~1embers of 

Sincerely yours, 

' l 

(~rs.) Ann Rollins 
Registrar of Voters 

Assembly Committee on Taxation 
R. W. McDonald, Esq. 
Commissioner Bill Farr 
Mr. John A. ~1acintyre 
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STATE OF ~EVADA 
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ARTHUR J . PALMER, Director 
. ( 702) 885-5627 

MEMORANDUM 

February 26, 1979 

TO: Assembly Taxation Committee. 

FROM: Dan Miles, Deputy Fiscal Analyst 

SUBJECT: Exempting Food From Sales Tax 

EXHIBIT C 
LEGISLATIVE COMMISSION (702) 88S-5627 

DONALD R. MELLO. Assnnbl)'mun, Chairman 
Arthur J . Palmer, Dirrctur. Srcrrtar)· 

INTERIM FINANCE COMMITfEE (702) 8!1S-564 
FLOYD R. LAMB. Srnator, Chairman 

Ronald W . Sparks. Smau Fiscal Ana/,-st 
William A . Bible. Asumbl,- Fi.<cu/ Anal,-.1 

FRANK W. DAYKIN, Lrgislati•·~ Co,mul (702) 885-5627 
JOHN R. CROSSLEY, UKislotfr~ Auditor (702) 885-5620 
ANDREW P. GROSE. Rruarch Dir,rcror (702) 885-5637 

We have obtained food exemption regulations from California, 
Washington and Iowa. The exemption provi·sions of California . 
and Washington are very similar, however, Iowa's is different. 
California and Washington exempt "food products" and then 
through regulation provide a "shopping list" to guide retailers. 
Iowa, on the other hand, exempts all foods eligible for food 
stamps. Below is a brief explanation of each state and attached 
are materials received from each. 

California 

Law: Exempts "food products" and lists general categories of 
foods and food products. 

Excludes food products served as meals on or off the premises. 

Excludes food products prepared or served for consumption at 
tables, chairs, or counters and from trays, glasses or dishes. 

Excludes food products sold for immediate consumption when 
parking facilities are provided for pat~ons for consuming 
food. 

Excludes food sold where admissions are charged. 

Excludes food products served hot. 

Excludes medicines or dietary supplements. 

Regulations: 

Regulations reiterate the California law in addition to 
providing extensive lists of taxable items. 
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EXHIBIT C 

Assembly Taxation Committee 
February 26, 1979 
Page 2 . 

Vending Machines: 

33% of vending machine sal~s of cold items are considered 
taxable. Hot products are taxable. Carbonated beverages 
are taxable. 

Washington 

Law: Exem1ts "food products" and lists general categories of foods 
and ood products. Washington's exemption was the result 
of an initiative petition and, therefore, neither the Execu
tive nor Legislative branches had a hand in its drafting. 

Excludes food products prepared or served for consumption 
at tables, chairs, or counters or from trays, glasses or 
dishes. 

Excludes food products ordinarily sold for immediate con
sumption where parking facilities are provided for patrons 
for.consuming foods. 

Excludes food products sold where admissions are charged. 

Regulation: 

Regulations explain the law as well as• provide detailed 
lists of normally exempt and non-exempt items. 

Vending Machines: 

Iowa 

Food products exempt in the store are also exempt in 
vending machines unless sold hot, in open containers, 
with tableware or where premises for consumption are 
provided. Carbonated beverages are taxable. 

Law: Exempts food for human consumption which may be purchased 
with food stamps regardless of whether the retailer accepts 
food stamps. 

Regulation: 

Regulations reiterate the general law and provide detailed 
lists of exempt foods and non-exempt items. 
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February 26, 1979 
Page 3 · 

Excludes lunch counter or prepared foods for human c0n
sumpt1on on the premises of the retailer. 

Excludes foods normally exempt, but which have added in
gredients or preparation that no longer meets food stamp 
qualifications. 

Excludes meals prepared for immediate consumption on or 
off the premises. Meals consists of foods which cannot 
be consumed without some article of tableware. 

Excludes meals which may be eligible for food stamps. 

Excludes alcoholic beverages, tobacco and hot foods or 
hot food products ready for· immediate consumption. 

Vending Machines: 

All vending machine sales are taxable. 

Administration: 

Administration of the exemption provisions in these three 
states presents similar problems at the State Tax Depart
ment level. In each state the Department must enforce 
the law by auditing tax returns and providing regulation. 
In each case the retailer is actually administrating the 
law and the Department '-s responsibility is to determine 
how well that's being done. It would appear that admin
istering the exemption at the grocery store would be easier 
in Iowa since food stamp regulations_ are used. Iowa, 
however, uses those food stamp regulations in effect on 
7/1/74 and if significant changes should occur in foods 
eligible for stamps, significant administrative problems 
could arise at the check-out counter. Conversely, to 
allow food exemptions to automatically change with food 
stamp changes would remove control over the exemption 
from the state and place it with the United States Depart
ment of Agriculture. 

It seems impractical to try and include all possible exemp
tion conditions in .the text of the Sales Tax Law. It would 
appear then, that it is most important for the Legislature 
to express its intent in the exemption language and provide 
sufficient authority for the Department of Taxation to 
interpret and enforce the law as intended. Section 111 of 
A.B. 2 and A.B. 59 seems to provide that authority. 

DM:ca 
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CALIFORNIA TAX SERVICE 

STATE OF CALIFORNIA-BOARD OFECJUALIZATION 
SALES AND USE TAX RECUI..ATIONS 

BUSINESS TAXES GENERAL BULLETIN &S-7 (Contd.) 

!'al'•' 3:.~ls.5 
~1127nr 

( I l Candv. confectioner)· and nonmcd1cated chewini; JNm are included 
within the dd,muon of a food product !or human consumption. lncluded•w1thin 
the definition of food products .Are breath mints and nonmed1cated lozenges 
hems such as antacid mints. couizh drops and medicated lozenges are not a food 
product and will continue to be subJect to tax. Any chewing izum contaming 
aspmn. laxative or other medicahon is not a food product and is therefore subject 
to the tax. 

C2l Retail sales of-hot prepared food products- ::.re subject to tax when sold 
for consumption on or off the premises of the retailer. The tax is applicable not 
only to sales of hot prepared food products by restaurant ty;,e operations but also 
to such sales by grocery stores. delicatessens. department stores. caterers and 
specialty shops selling chicken. pizza, barbecued spare ribs or other hot prepared 
ioods. 

"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 ai~ temperature 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 hot 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 been established, and which are 
sold in combination for a sinii:le price. For example. a combination of coleslaw and 
a hamburger sold for a single price is subject to tax. 

Hot bakery goods and hot beverages such as coffee, tea. cocoa. etc., also are -hot 
prepared food products" but are exempt from tax when sold for a separate price, 
unless sold within a place, the entrance to which is subject to an admission charge, 
or sold for consumption at facilities furnished by the retailer or sold by a drive-in 
operator. 
(() Whenever a grocer is in doubt as to the proper sales tax application to a 
particular item, he should make an inquiry by letter addressed to the Tax Counsel, 
Board of Equalization, P. 0. Box 1799, Sacramento, 95808. 
(g) This bulletin supersedes Business Taxes General Bulletin 64-6. 

TAXABLE NON GROCERY ITEMS 
accessones--auto 
adhesive tape 
ammunition 
appliances--household, auto 
.iuto cleaner, polish, waxes 
babv oil 
batteries-auto 
batteries--flashlight 

glassware 
glOVl;S 

hair dye 
hair oil 
hardware 
notebooks 
nursery stock 
pencils,pensand ink 

books 
bubble bath 

pet supplies and equipment (not food) 
pots and pans 

cameras 
china ware 
ci~arette lighters 
clothing 

powder (face or body) 
razors 
razor blades 
rubber bands 

Pubuht'd by uliforllia T .. Servift. ~rlt--r. c.Jifanria 
Capynrt,t 1915. Ve T. Ellswonlt 1317M74-l 
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Cf sml'tlCS 

dffl<ionzen ibody) 
1,1shes 
, hstilled spirits 
dru!! sundnes 
t"lt'ctrical supplies 
farm and izarden implements 
fertilizers 
film 
firl'arms 
nashliizhts 
f1rwer and izarden sl'eds 
flowers 
iuel and lubricants 
furniture 
prden tools and supplies 

TA .. XABLE GROCERY ITEMS 
aluminum foil 
ammonia 
ant poison 
antacid mints· 
asphalt tile cleaner 
bai?s-lunch 
bird seed 
bleach-laundry 
blueing 
bottle brushes 
bTOOtnS 

candles 
canning jars and lids 

school supplies 
scotch ta~ 
~ 1except veizetable) 
shavin,t crellm and lotion 
shampoo and rinse 
shoe laces and polish 
silverware 
rtationerv 
sun ,zlasses 
sun tan lotion 
thread 
three-in-one oil 
tools 
toothpaste 
toys 

gum (medicated) 
insect spray, poison, bombs 
kleenex 
kotex, tampax, coets. fems 
light bulbs and fuses 
lighter fluid, 
lozenges (medicated) 
lye 
matches 
mops, mop handles 
moth protection-all kinds 
muffin papers 
paper cups, plates, napkins, 

y<:arbonated beverages 

I cat food 
table covers 

paper towels, drinking straws 
parawax 

' 

charcoal briquettes lighter fluid 
cigarette fluid, wicks, flints 
cigarettes 
cigars 
cleaners and polishes (household) 
clothes cleaning fluid 
clothes pins 
coloring extracts 
cough drops 
deodorizers (air fresheners) 
dietary supplements or adjuncts 
dishcloths 
dog food 
drain cleaners (Drano, etc.) 
-orizit-
dy~lothes 

powder ( cleaning) 
rolaids 
rust stain remover 
salt-ice cream 
sandwich bags 
-saran - wrap 
scouring pads 
silver polish 
soap and detergent 
soft drinks (carbonated) 
sponges 
starch-laundry 
table covers-paper 
tile cleaner 
toilet tissue 

1318 M74-l 
Published b~ Calilonua Tu Semm. ~rile-,,. Califaraia 

Copyript 1m. Von T.£llowwilt 
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SAi.£!- A:-;n lT!-E TAX REGULATIONS 

• 

BUSINE.SS TAXES GENERAL BULLETIN 69-7 (Contd.) 

lanal ll"u.-, 1oothp1c-ks 1 ··F1~••··· nnni..,;11! tub<- i<traw,, upholstl'r\" cleanl'r 
noor '".ix and apphcaton .. ,. anish" 
n, <wattt."n watrr softt>ner I laundry, 
tork-u·oodcn watrr softener salt 
lrcczer taPt" 
furl-<oo,anc. heating 
lurnllun• pohsh 
i,:arb:uze baizs 
izlass cit."an;r. i;zlass wax 

wax pa~r 
wax remover 
whisk brooms 
"windex" sprayers 
wood and plastic- spoons. forks 

Regulation 1603. TAXABLE SALES OF FOOD PRODUCTS. 

P»irc J2qq 
M IJI 

Sttt1on.• 6006. 6010.2. 6012. 6359, 6359.1, 6363. 6363.5. 6363.6. 6374, Revenue and 
Taxation Code. 

Food Products Genera.II,·. see Regulation 1602. 
Alcoholic, Bt-ven!!es, t~ reimburSt."ment when served with, see Re!<Ul:itlon • 

1700. 
"Frtt .. meals with purchased me:us. stt Regulation 1670. 
~1eals st"rved to p3lients ~nd inmates of an insntution, see Regulation 1503. 
\ endiniz ~1achines. when c-onsidered selling meals. see Regul:ition 1574. 
\leals at summer camp. see Regulation 1506(e). New 

I 

) 

' 

tal RESTAURANTS. HOTELS. BOARDING HOUSES. SODA FOUNTAINS. 
A:-,.;o S1'-UL--\R ESTABUSHME.''ffS. The term ··boarding house" as used in 
this regulation means any establishment regularly serving meals on the average 
to five or more pa~ing guests. Tht." term includes a "guest home," '"residential care 
home." "halfway house," and any other establishment providing room and board 
or board only. which is not an institution as defined in Regualtion 1503 and Section 
6363.6 of the Revenue and Taxation Code. The fact that guests may be recipients 
of welfare funds does not affect the application of tax. A person or establishment 
furnishin~ meals on the average to fewer than five paying guests during the 
calendar quarter is not c-onsidered to be engaged in the business of selling meals 
at retail. 

Tax applies to sales of meals or hot prepared food products (see (d) below) 
furnished bv restaurants. concessionaires. hotels, boarding houses, soda fountains, 
and similar establishments whether served on or off the premises. In the case of 
:\merican Plan hotels and boarding houses. a reasonable segregation must be made 
between the charges for rooms and the charges for meals or hot prepared food 
products. Effective January 1, 1974, charges by hotels or boarding houses for 
delivenng meals or hot prepared food products to, or serving them in, the rooms 
of iruests are includable in the measure of tax on the sales of the meals or hot 
pre-pared food products whether or not the charges are separately stated. 
tCaterers. see (g) below.) 

Scuffle cups, straws, paper napkins. toothpicks and like items that are not of a 
reusable character which are furnished -.;th meals or hot prepared food products 
are sold \\ith the meals or hot prepared food pro<;iucts. Sales of such items for such 

l'u ..... h«l~CalifamiaTuS-..._-~_Califonoia 
CClp!'nfN 1976. V•T. Elh-
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CALlFORNlA TAX SERVICE 
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STATE OF CALIFORNlA-FIOAROOF"EQUALIZATlON 
SALES AND USE TAX REGULATIO:--IS 

Regulation 1603. (Contd.I 

purpo5t' to persons cn1:a2cd in th<" business of selling meab or hot prep.ired food 
products are. accordingly, s:.ales for resale. 

(bl .. DRIVE-INS." Tax applies to sales of drmks or foods ordinarilv sold for 
1mmed1ate consumption on or near a locahon at which parking facilities are 
providt'd pnmaril~· for the use of patrons in consuming the products purch:ued at 
the .. dnve-in" establishment. even thougn such products are sold on a "take out" 
or "to i;to·· order and are actually packa,zed or wrapped and taken from the 
premises ·of the retailer. Food products when sold in bulk, i.e .. in quantities or in 
a form not suitable for consumption on the retailer's premises. are not regarded 
as ordinarilv sold for immediate consumption on or ne2r the location at which 
parking facilites are provided by the retailer. Accordingly. with the exception of 
hot prepared food products ( see ( d) below). sales of ice cream in bulk containers 
(pints. quarts, etc.), doughnuts. and other individual food items in quantities 
obviowly not intended for consumption on the retailer's premises. sold without 
eating utensils, trays or dishes and not consumed on the retailer's premises, are 
exempt from tax. Any retailer claiming a deduction on account of food sales of this 
type must support the deduction by complete and detailed records. 1 

{c) PLACES WHERE ADMISSION IS CHARGED. 

(I) GENERAL Tax applies to sales of food products when sold within, 
and for consumption within, a place the entrance to which is subject to an 
admission charge. during the period when the sales are made except for national ' 
and state parks and monuments. ) 

12) DEFINmONS. 

(A) "Place" means an area the exterior boundaries of which are defined by 
walls. fences or otherwise in such a manner that the area readily can be recognized 
and distingusished from adjoining or surrounding property. Examples include 
buildings, fenced enclosures and areas delimited by post signs. 

(B) '"Within a place" means inside the door, gate. turnstile, or other point at 
which the customer must pay an admission charge or present evidence, such as 
a ticket, that an admission charge has 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: 
Ne"' L Membership dues in a club or other organization entitling the 

member to, among other things, entrance to a place maintained by the club or 

· The records acceptable in support of such a deduction are:. 
(a) A sales ticket prepared for each transaction claimed as being ta.x eiempt showing: 

(1) Date of the sale, 
121 Tne kind of merchandise sold. 
(3) The quantity of each kind of merchandise sold. ) 
( 41 The price of each kind of merchandise sold. 
(5) The total price of merchandise sold. 
(6) A statement to the effect that the merchandise purchased is not to be coruumed 

on or near the location at which parking facilities are provided by the retailer, and 
(b) A daily sales record kept in sufficient detail to permit verffication by audit that all 
gross receipts from sales have been accounted for and that all sales claimed as being tax 
uempt are included therein. 

IJ20M75-7 
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CALIFORSIA TAX SER\'JCE 

f:TATE OF CALIFOR~IA-llOARI> OF EQl' ALJZA nor,; 
SALES ANlJ 1...'SE TAX REGlJLA TIONS 

Regulation 1603. !Contd.) 

Pa.,.. JJOI 
M IJI 

or2amzallon. wch a!> a fenced area c-onta,mni;: a club howe. tenm~ courts. and a 
<w1mm1m? pool. Where a 2uest 1s admtttcd to ~uch a placl' mily when :occompa.med 
b,· or vouched for bv :. member of the club or ori;:amzatton. anv charjilt' made to 
the ,rue-st for use of facihttes m the place 1s not an admission char11e. 

2. A chaqze for a student bodv card entttlm,z the student to . .unonJZ 
other thm,zs. entrance to a place. such as entrance to a school auditonum at which 
"' dance 1s held. 

J. A charge for the use of facilities within a place to which no entrance 
charJZe IS made to spectators. For example. green fees paid for the priyilege of 
playing a golf rourse. a charge made to swimmers for the use of a pool within a 
place. or a charge made for the use of lanes in a public bowling place. 

IOI .. J',jational and state parks and monuments'" means those which-are part 
of the :\attonal Park System or the State Park System. The phrase does not include 
parks and monuments not within either of those systems. such as city. county, 
regional. district or pnvate parks. 

131 PRESUMPTION THAT FOOD IS SOLD FOR CONSUMPTION WITHIN 
A PUCE. When food products are sold within a place the entrance to which 
is subJect to an admission charge. it will be presumed. in the absence of evidence 
to the contrary. that the food products are sold for consumption within the place. 
Obtainim? and retaining evidence in support of the claimed tax exemptiqn is the 
responsibility of the retailer. Such evidence may consist. for example, of proof that 
the sales were of canned jams, cake mixes. spices. cooking chocolate. or other items 
m a form in which it is uniikelv that such items would be consumed within the 
place where sold. · 

(41 FOOD SOLD TO STUDENTS. The exemption otherwise granted by 
Section 6,J6J does not apply to sales of food products to students when sold within. 
and for consumption within, a place the entrance to which is subject to an 
admission charge, and such sales are subject to tax. For example, when food 
products are sold by a student organization to students or to both students and 
nonstudents within a place the entrance to which is subject to an admission charge, 
such as a place where school atheltic events are held, the sales to both students 
and nonstudents are taxable. 

(d) HOT PREPARED FOOD PRODUCfS 

/1 l GE:'IERAL On and after January 1, 1972, tax applies to all sales of hot Rev. 
prepared food products unless otherwise exempt. ""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. The' mere heating 
of a food product constitutes preparahon of a hot prepared food product, e.g., 
grilling a sandwich. dipping a sandwich bun in hot gravy, using infra-Ied lights, 
steam tables. etc. If the sale is intended to be of a hot food product, such sale is 
of a hot food product regardless of cooli::1g which incidentally occurs. For example, 
the sale of a toasted sand"4-ich intended to be in a heated condition when sold, such 
as a fried ham sandwich on toast,, is a sale of a hot prepared food product even 
though it may have cooled due to delay. On the other hand, the sale of a toasted 
sand.,.,;ch which is not intended to be in a heated condition when sold, such as a 
cold tuna sandwich on toast. is not a sale of a hot prepared food product. When 

"'""-hod ll!C..,-. Tu S-.llm,...,.Caafcnio c""'""" 1m. V•T. Ell,_ 
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• 

. ,incl,· pnt~• h:" \,.•,•n ,..,tabli,l,f'd for a cumhmat1on of hot and cold fond items. 
,uch a• a meal or dmn,•T which mdudM cold c-umpunt•nts UT \idl" llt>ms. t;u apphcs 
to th,· ;.lll!Tf' t>~tabh,n.-d prll·t• rc-c.irdlMs of 1i..m11.a11on on tht" sale, ch .. cl... The 
mc-iuSJon oi anv hot tood product m an ntll('rw1st- cold combmauon of food 

I 

I 

l)rodut"ls sold for" smelt• t"staoh,hrd pnl-e. rt>sults m the lax appl}·m2 to thr- cntlrt" 
t>stahhslwd pnct-.. e.c .. hot coll<'<· sc-rvrd with a mc.-al cons1st1n2 of cold tood 
products. wht•n thr cofitt" " mdmlrd m tht' t"Stablishrd pncc:> o( the meal. If a 
sm2I<' pnct" for thP combmat1on of hot and cold food ttcms ii. listt>d on a menu. wall 
s1211 or is t1thcrw15C' advc.-rtt~. a •mizl<' pri<."t" has been establisht>d. Except as 
otht'fwi,t> prov1drd m cb1. 1c1. or 1e1 of this reirulatton. or m re,rulation 1574. tax 
d<Jt•, not apply to thr sal .. for a separatt" pnce of bakery izoods. bevera!,les classed 
as food products. or cold or frozt-n food products. Hot bakery tzoods and hot 
bt>, <'ral?M such as coffe.. ar<' hot prc-pared food products but their sale for a 
,eparatt> price is ex<'mpt unlMs taxable as provided in lb). (cl, or (t"l of this 
r.-c11l:11ion. Tai. d0<>< applv if a hot beveraizc:> and a bakery product or cold food 
product are sold -:u. a comuination for a single price. Hot soup. bouillon, or 
consommf ts consid<>rt>d a hot preparrd food product. not a beverage. 

t21 :\IR CARRIERS E.'\GAGED I!'\ l:'\TERSTATE OR FOREIC;-.; 
COM~tERCE. Efftttive- as of January 1. 1972. tu does not apply to the sale, 
stora2t>, use. or other cons.umpt1on of hot prepared food products sold by caterers 
or other vendors to air carriers engaged in interstate or foreitzn commerce for 
consumptton bv passc.-nizt>rs on such air carriers. nor to the sale. storage. use, or 
other consumption of hot prepared food products sold or served to passengers by , 
au carriers e>n!(aized m interstate or foreign commerce for consumption by } 
pas~<'n~crs on such air carriers ... Air carriers'" are persons or firms in the business 1 
of transporting persons or propertv for hire or compensation, and include both 
common and contract carriers. "'Passengers'" do not include crew members. Any 
caterer or otht>r ,·endor claiming the exemption must support "it .";th an 
exemption certificate from the air carrit"r substantially in the form prescribed in 
:\ppendix :\ of this regulation. 

(el FOOD FOR CONSUMPTION AT FACILITIES PROVIDED BY THE 
RETAILER. Tax applies to sales of sandwiches, ice cream. and other foods 
sold in a form for consumption at tables. chairs, or counters or from trays, glasses, 
dishes. or other tableware provided b~, the re!ailer or by a person with whom the 
retailer contracts to furnish. prepare. or sen:e food products to others. 

With the exception food as provided in lb). (c). and above, tax does not apply to 
sales of food in boxes. cartons OT otherwise in a form for consumption other than 
at tables. chairs. or counters or from trays. glasses, dishes or other tableware 
pro,;ded bv the retailer or by a person with whom the retailer contracts to furnish, 
prepare. or serve food products. 

If a retailer of cold sandwiches. ice cream. or other foods sold for immediate 
consumplton. claims exemption from tax of any sales of food products on the 
grounds that they were sold for consumption other than at facilities of this kind, 
either he must show that no such facilities ,,,ere provided or he must keep a careful ) 
segregation of his receipts from such sales on separate cash rellister listings, on 
copies of sales slips. or in some similar record which can be verified by audit. This 
paragraph does not apply to sales of hot prepared food products or sales which are 
taxable under (b), (c). or (d) above. 

1322M75-7 Publts.ntd t.,-C•lifOffflll Tu Sff'Witt. lcril.ftt'l'. Ca~ 
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EXHIBIT C cl)' RULE 244 

- '/(~ t.J.. :r: ,._, G--ro tJ 

WAC 458-20-244 (Ruic 244) FOOD PRODUCTS 

Initiative Measure No. 345. approved November 8, 1977, added new subsections to RCW 82-
.08.030 and RCW 82.12.030 exempting certain food products for human consumption away 
from the retailer's premises from retail sales tax and use tax. There is no food products 
exemption for business and occupation tax. The effective date of these exemptions is July 
1. 1978. The word '"tax" as used hereafter in this rule means retail sales tax ... Food products" 
include generally those products normally ingested by humans for nourishment: but the 
term excludes seeds. seedlings, trees, and the like, for home gardens. as well as breeding 
stock of animals, birds, insects, and other animate creatures. 

The law exempts most. but not all. food products from tax, but even the food products quali
fied for exemption are made subject to tax by the law if any one of the following circumstances 
is present: 

a. The food products are furnished, prepared, or served for consumption at tables, 
chairs, or counters or from trays, glasses, dishes, or other tableware whether provided 
by the seller or by a person with whom the retailer contracts to furnish, prepare, or serve 
food pro.ducts to others; 

OR, 

b. The food products are ordinarily sold for immediate consumption on or near a 
location at which parking facilities are provided primarily for the use of patrons in 
consuming the products purchased at the location. Where such facilities are provided 
the tax applies even if the food products are sold on a .. take out'' or "to go" order and 
it is immaterial that the products are actually packaged or wrapped and that they are 
in fact taken from the premises of the retailer; 

OR, 

c. The food products are sold for consumption within a place (except national or 
state parks or monuments). th'! entr.rnce to which is subject to an admission charge. But. 
even if the admission-charged place is a national or state· park or monument such that 
the admission charge does not negate the exemption, the tax will apply if either circum
stances a or b above are present. 

VENDORS WHO ARE REQUIRED TO COLLECT TAX 

I. Sales of food products are subject to tax when sold- by ca(es. caterers, restaurant~. pizza 
parlors, food drive-ins, vending machine operators, and businesses which are operated in 
such a way as to invite or permit consumption of the food at or near the premises where the 
food is sold. This circumstance is presumed to occur where customers are provided facilities 
for immediate consumption of food sold, such as tables. chairs, or counters: trays, glasses, 
dishes, or tableware (whether reusable or not); or a nearby parking area available for im
mediate use of customers in consuming the food. It is the intent of the law that tax be charged 
by retailers who sell food products ready for consumption at or near the premises of the 
vendor by furnishing cups. spoons. straws, or the like to facilitate immediate consumption. 
If such facilities are provided the_ tax applies even though the food is sold, packaged. or 
wrapped .. to go" and even if the food is in fact removed from the premises of the retailer 
and is consumed elsewhere. The test is not where the food is actually consumed but whether 
the customer is provided any of the described facilities for consumption of the food. 
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EXHIBIT C 
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2. Sales by theaters. fair grounds .concessions. athletic arena concessions. and any other 
businesses selling food products within a place to which an admission price is charged arc 
taxable. The only exceptions as to admission-charged areas are national or state parks or 
monuments. but even sales of food products within such state or national areas are taxable 
if customers arc provided facilities for consumption as described in paragraph #l. 

EXEMPT AND TAXABLE SALES BY GROCERS 

The following arc lists of exempt and taxable: items normally sold by grocery stores. super
markets, and similar businesses. The examples are meant to be illustrative and are not all 
inclusive. 

The exempt products listed are exempt when sold for off premises consumption but arc 
taxable if sold for immediate consumption as described in paragraph # I above. 

Exempt If Consumption Facilities Not Provided 
Baby foods 
Bakery products 
Baking soda 
Bouillon cubes 
Candy 
Cereal products 
Chocolate 
Cocoa 
Coffee and coffee substitutes 
Condiments 
Crackers 

*Diet food 
Eggs, egg products 
Extracts and flavoring for food 
Fish, fish products 
Flour · 
Food coloring 
Frozen-foods 
Fruit, fruit products 
Gelatin 

*Health foods 
Honey 
lee cream, toppings 
Jam, jelly, jello 

Marshmallows 
Mayonnaise 
Meat, meat products 
Milk, milk products 
Mustard 
Noncarbonated soft drinks 
Nuts 
Oleomargarine 
Olives, olive oil 
Peanut butter 
Popcorn 
Popsicles 
Potato chips 
Powdered drink mixes 
Sandwich spreads 
Sauces 
Sherbet 
Shortening 
Soup 
Sugar. sugar products, 

sugar substitutes 
Syrups 
Tea 
Vegetables, vegetable products 
Yeast 

The products ]isted as taxable are subject to tax however sold or prepared. 

Specific Classes Of Items Taxable In All Cases 

Alcoholic beverages · 
Aspirin 
Beer or wine making supplies 
Calcium tablets 
Carbonated beverages 
Chewing tobacco 
Cod liver oil 
Cough medicines {liquid or 

lozenge) 
•Dietary supplements or adjuncts 

First aid products 
lee, bottled water 

(mineral or otherwise) 
Mouthwashes 
Nonedible cake decorations 
Non prescription medicines 
Patent medicines 
Pet food and supplies 
Seeds and plants for gardens 
Tonics, vitamins 
Toothpaste 
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tYHIBIT C 

•NOTE: Sales of dietary supplements which are subject to regulation by the U.S. Federal 
Drug Administration are subject to tax. Regulated dietary supplements are those 
preparations which provide ·SO percent or more of the U.S. Recommended Daily 
Allowance (U.S. RDA) of essential vitamins and minerals per serving. 

Health foods or dietary preparations containing less than 50 percent of U.S. RDAs per 
serving may be sold tax. exempt as food and FDA regulations (21 CFR, chapter I, 
Part 80) adopted October 12, 1976, effective January 1, 1978, prohibit_ any claim 
that such preparations are .. dietary supplements.,. Dietary supplements do not include 
any food in its raw or natural state, which means that nothing has been done to the 
product, other than superficial treatment (such as washing its surface), to change the 
product physically or chemically before marketing. 

Dietary adjuncts are vitamin/ mineral prcparatioris taken to meet special vitamin or 
mineral needs occasioned by drug therapy. Dietary adjuncts are not tax exempt food 
products. 

Retailers of food products arc required to keep adequate records to demonstrate that any 
sales claimed tax exempt in fact qualify for exemption under this rule and the law. 

COMBINATION BUSINESS 

Persons operating. a combination of two businesses at one location, one of which provides 
facilities for consumption on the premises (see paragraph #1, .. Vendors Who Are Required 
to Collect Tax"), such as a lunch counter along with a grocery store or a cafe along with a 
bakery, are required to keep their inventories, accounting records, and sales receipts seg
regated between the two businesses. If the two businesses are commingled in operation and 
accounting, all sales will be deemed subject to tax. 

COMBINATION PACKAGES 

When a package consists of both food and nonfood prod-ucts. such as a holiday or j)icnic 
basket containing beer and pretzels, cups or glasses containing food items. or carbonated 
beverages along with cheese and crackers, the food portion may be tax exempt if its price is 
stated separately; if the price is a lump sum, the tax applies to the entire price. 

However, promotional give-aways of nonfood items to enhance food sales. such as coffee 
sold in a decorative apothecary container or cheese sold in a serving dish are not taxable and 
are not deemed combination packages where it is clear that the container or dish is simply 
a gift furnished as a sales inducement for the food. In the same way, promotional give-aways 
of food items as an inducement for sales of non food items are not exempt (e.g., the sale of 
fancy crystal ware containing candy or nuts is fully subject to sales tax). 

COMMISSARIES OR GROCERY SHOPS IN INSTITUTIONS OR OTHER RE
STRICTED (NOT OPEN TO THE PUBLIC) AREAS 

Food products sold by commissaries which restrict sales generally to residents, inmates, or 
a similarly limited group of customers are tax exempt if the food· products are for consumption 
away from the general area reserved for merchandizing such products. 

OTHER FOOD VE:'\DORS 

I. Restaurants and transportation companies (e.g .• air. rail, water), and businesses fur
nishing meals to employees. see Rule 119. 
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EXHIBIT -
2 Hotels, motels. boarding or rooming houses, resorts, and trailer camps, see Rule 166. 

3. Religious, charitable, benevolent, and nonprofit service organizations, see Rule 169. 

4. Certain persons, groups. or institutions purchase food products for purposes of serving 
meals to individuals and historically have been required to pay sales tax as consumers on 
such purchases because of a unique relationship between the food purchases and the nature 
of the services rendered by such groups. Food sates taxed in this way were the following: 

(a} Furnishing of meals by hospitals, rest homes, sanitariums, and similar institu
tions to patients as a part of the service rendered in the conduct of such institutions. 

(b} Serving of meals to members by fraternities, sororities, and other similar groups 
who reside in one place arid jointly share the expenses of the household including 
expenses of meals provided by them: 

(c) Providing of meals py public schools, high schools, colleges, universities, or private 
schools operating lunch rooms, cafeterias. or dining rooms for the exclusive purpose 
of providing students and faculty with meals as a part of the educational program. 

(d) Providing of meals by guest ranches or summer camps which, in addition to sup
plying meals and lodging, offer special recreation faciiities and instruction in 
sports, boating, riding, outdoor living, etc., and which make an unsegregated 
charge for meals, lodging, and services, and report such charges under the service 
classification as provided by Rule 166 . 

Since purchase of food products in any of these four situations has been subject to sales tax 
in the past, the food products exemption applies to these purchases of food products for 
human consumption. However, sales of meals by such groups in circumstances other than 

. furnishing them in connection with services in th~ four situations described above are gov
erned by Rule I 19. Further, when such groups do not provide their own meals, but the meals 
are purchased from caterers or concessionaires. the caterers or concessionaires are making 
retail sales subject to the tax. 

USE TAX 

All of the foregoing provisions of this rule dealing with sales tax are equally applicable with 
respect to the use tax of Ch. 8212 RCW. 

Adopted April 21, 1978 
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Rules for sales tax exerr.ption on Foods Fo= H~~an Co~sun?tior., 
P :cescription Dr..iqs, Insu2..:.n, Hypcde:;:.nic Syri::;~s, Diabei:ic 

IovvA 

. T~sting Materials, Pros~~etic, Orthotic O= Ort~O?~dic Devices. 

20.1(~22,423) ,Foods for hu::.a:-, cc:;!:-..:..·-:ro-=io!'l. Foods fo= hur:.::.n 
con~urapcion which may be purc:.asea with iood coupons shall be 
exe~ot from salas tax res~=dless of whether the retai~er from 
who=-the foods are pu~chas~a is participa~ing in the food 
co.:ipon p:::-ogrz..-n. 

20.1(1) Foods eli~ible fo~ feed cou~o~s. These foods 
shall include all foo~s ~~~=i h.~Y be p~=chased with feed co~?ons 
issued by the United State~ De?a=~~er.t of Asriculture. These 
include but are not lL~it~c to t~e following general classification 
of fooc procucts: 

a. Seeds and pla.."'lts for use in garcens to prod.ace food 
for personal ccnsu..uption. 

b. Bre~d ar.d flour prc~~cts. 
c. Ca:i.dy anc. confectionery ( incluces gw-z. and ::in ts) • 
d. Cereal and cereal products. 
e. Cocoa ar.d cocoa products. 
f. Coffee and coffee su~stitutes. 
g. 
h. 
i. 
j • , . .... . 
1. 
m. 
n. 

p:ccduc.;ts) • 

Dietary substi~utes. 
Eg~s anc egg products. 
Fish and fish.prcducts. 
Frozen foods. 
.7:.:-.ii ts a.,-,,tl f r.;.i t p_rcu'..!cts i:icluc'lin:; f.r-u.i·::.. j-_.:ce::s. 
Ice cubes and bottlec carbonated water. 
Meat and ffieat products. 
Milk and milk products ( including packaged ice crcfu,l 

o. Olecwa~garine, butter and sncrtening. 
p. Sc:t d=inks and scdas • 

. q. Spices, condiments, extr~cts and artificial foe~ 
coloring. 

r. Sugar ar.d sugar products anc. substitutes. 
s. Tea. 
t:- Vegetable and vegetable proc.ucts. 

20. l (2) Prcducts not eliaible f0r r::u=c:1.::se bv food cc_.;-oons. 
V.:-.riou.s -::.r0d,.;c;,::..s ::,.:i.v net b~ ourc;;aseo wii.:h ..:c,oc. cou:;o;;s issaed 
by t~~ U;1.•te~ s~=~~: D~-~-~~~~- o& ~-.r:c·• 1 ~-.-~ a··c· ~~e-e~o-e 

"'- ,1 - -- --.:ii '-fJ'-- ---•"' '- -'-- _n~.. ~ w-. '-_.,,..,_ \;;'. .i .. - ~.J. .., .._ - I 

are not exerr,?t fro::-, sales -::ax. The~e ir.c lude bu i: a.re not li:ni tea 
to the followir.g ge~eral c:assifica~ion of r,~cJuc~s: 

a. Alcoholic beve~~ses. 
b. Pet food~ and ZU?~lias. 
c. Househcld sup?li~s. 
d. Paper products. 
e. Sp~~s ~~c detersen~~, etc. 
f. Tc~~ccc p~oa~c~s. 
<;. Cosr::a-c..:c.s. 
h. Toiletry a:cticle~. 
i. T~~ics ~nd vica~i~s. 
j. Li.!I!C:l c0-..;:·;~2= or ::;i:cepil:::-ed fc-,ods fo~ cc~1su.-...p-.ic::1 on the 

prc~isE~ cf che r2~~iler. 
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20.2(422,423) Food cou~on raqula~ion~. Food ccupo~ rcgulatio~~ 
· used in detern:i.ning w~e-=~,e:= cC:.;r-c,un :.:o::,cs arc elic;iblc =or purchase 
bv food couoons a:-.d therefcro:: exernot =rem sale£ tax sh~ll be those - - .. . 
United S·i:ates Depart..--na:i t of Agric;:.!. ture regulatior:.s in effect o~ 
July 1, 1974. 

20.3(422,423} Non-oartici~atina ret~iler in the-food co~~on 
oroqram. A ncn-participa~ins =etail3r i~ ~h~ food co~pon pro~ra.ru 
is a retailer who ~ay sell foods that ~re elig.:.b:e for ?~=chase 
with food coupo~s but by his own chcice or at tha disc=eticn of 
the United States Depart.-nent of Ag::-.:.c-.;.l ture, is no-:: par·.:icipating 
in the food co~pon prcsra~. 

20.4(422,423) Determination of el.:.~ible foo~s. ?urs~ant to 
rules 20.1, 20.2 a~d ~0.3 in order ~o be e~igi~ie for the sales 
tax exem?".:ion, foods r:tust be tl1e sa.'!ie. foods eligible for purchase 
by food co~pons a~d shall no~ include foods that ij their original 
state may have been purcnased by food co-..i?ons but due to ch.~nses 
to the foods such as additional ing:rec.ia-n ts, pre~a.ra ::ion, or any 
other cbange cf st.ate, they are no longer foods eligii:le f o= 
purchase by food coupons. 

20.5(422,423) Meals. Meals prepared. for irn.nediate co:1s·:.l.nption 
on or off the pre.-nises c,f the retailer a=e not eligi::,le fer the 
sales tax exem~tion. A meal shall consist of a diversified 
selec-tio:.1 of foods which •.-.1c-t:.lc. nc-t be 2.ble to be. consurr.ad wi-::.r.out 
at lea.s-c i:;o!ne articles of tableware being p::-esent and wnic:. could 
not be conveniently cons'l..:lr.led \·:hile one is s-canding or walking 
ab::,ut. A meal ~ould usually consist of a la:ge~ quantity of 
food than that ,·ihi.ch ordi:-iarily COIT.prises a single sa:-~dwich. 

20.5(1) Retailers who are consi~ered se::-vi~g meals shall 
include those who serve meals off the pre;nises of t=1e retaile= 
such as ca~e=ers. 

20. 5 ( 2) Meals that r:iay be eligible for purcila.se wit.:-: food 
coupons shall not be exempt from sales tax. This s~all i~clude 
carryout plate.lunches tha-c are se.rv~d with articles of tc.bleware. 
Ti!.bJ.e•.-:are shall include dishes, glasses and sil ven•:a:rc an5. incl uc.es 
tableware the substance of which shall b@. pape~ or plastic. 

( 

1 

20.6(422,423) 'lendincr -:r.ac:iines. A..;,y feed iten t·::1ich :.s sold 
\_thrc,ugh a vending r;1achir:a c:-• .?.ll not be exe::.?t frc.n sales tax. _ 

20.7(422,423) Pr.escriotion e=u~s. Sales cf presc=ipt:.c~.
drug~ as ~atined in ru~~ ~J.7(1) and dispen$ed for huw~~ use 
or consu.-;i~•:io.1 i:. accorC:~nce wi.::h rules 20. 7'(2) a.-,d 20. 7 (3) 
shall be exe::::pt frc.;1 sales tax. · 

20.7(1) A p~c~cription druq filea~s: 

) 
j 

a. ~ny drug or ~edicina t~~ lab~l o~ which is res~ircc cy 
fede:ral le,.,, to bei;:r the st11.ts;.;.e:1t: "C~"-1ticn:fcc.erc.l law prc-l1ibits 
dispensing withcut a presc=iptic~", or 

b. ~ny t::-ug er rnedici~e w~ich, because of its tc~icity 
o:- ot.!:c= ~Jo~c:itiali ~y £or :-'iL~~ful effec!:, 6:.:. .. the:: rnet~0C. o-f its 
~sc, or w,e col:~~er~l measures necess~ry to its ~se, is r.ct 

-2- 689 . . . . '. . . ·•----- ----- ... -- - . -- .. -·--.,_ :..ts :ri::::::--- ~ -ii:.i:~ 
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lnccime (SSI) reclpl('nls, and their 
&pow,f's. Jt "(so Jm ludt'S St'ulor cltl· 
zcn'i· t'ente-rs, apa.rlm('nl bulldln&s oc
cuplf:d prlmartly by f'lderty p('f.'\QllS or 
SSl rt!clpicn1s. and the-Ir spousf's, 
public or prl.ole nonprofit estnblls.h
m('uls (ealluil, or othrrv.lsel that. f<>ed 

~:1~(;~'f:U~~~~iJ f~,~~~r:~~~P!~1•~~~d1~~~ 
h0t15lng for the f'lderly al which meals 
are preparf'd for 11.11d served ~ the 
resi-l••nLs. It also Includes private es
tabllst1mcnt.s that contract. with fln ap
propri,i,le State or local RRC'ncy to 
oflrr mcab at com~e.;.;.c;ional prices to 
eld1·rly persons or S.'31 recipients, an 
Uwlr spouses.. 

"Coupon" mea.ns nny coupon, stamp, 
or t,HHi of ct'rtlflcalc provided pursu
ant to the provlslou.s of this sub
cha.ptn for the pure;hase of e1h,lble 
food. 

"Drug addktlon or alcoholic lrt'i'll• 
mrnl and rehabltlta.llon program" 
mf'ans fUIY drug atldi( lion or akoholtc 
lrealrnl'nl anti rt'hnUllitation pro~n\ 
conduelcd by & prlva(c nonprofit orga 
nlt-atlon or lnslllution which l:; certl 
fl<'tl b~• thf' nate lli,t«~ncy or agenclt> 
de~lgnaled by the Go1,ernor a.s rrspon 
slblP tor lhr adlmlnstrntlou of the 
Slatf'·s programs for alcoholks and 
drur. llddlcts pursu,ml to Pub, L. 91-
616 '•Compr~hensl\•1_' Alcohol Abuse 
a.n.t Alcoholism Pff•\·cnUon Treatment 
and H.chablllta.llon Art of 1970" and 
Pub. L. 92-255, "Drug Abuse OHlce 
and Trralmc-til Act of 1912" as provld
ln~ lrt·atownt that <'lm lf'ad lo the re
habllll a.lion of drug addicts or akohol• 
ks. 

''F::l,lr-rly person" nwan.~ a person 6~ 
~• o!~L<!tl------"'T 

J::::;;.-.f;llglblP load" means: (lJ A~y fD?dl 
or f<•od product lntt•ndcd for human 
consurnptlon n:cept alrohollc be\'er• 
a~cs, tobacco. and hot foods and hot 
(oo<l products prep1vc d for lmmt>dlate 
consumption; C2l sr·rds and plants t.o 
aro,...- foods for the personal consump. 
tlon or t>IJgible houwhohis; CJ) meals 
pn·pared and dellvcted by en author• 
12'.t•d uwal delivery M'rvlce, or served by 
a ron11nunal dining flcllllY for the f'l 
dnly or SSf housl'i1olds, to house 
hold-; ellglble to lL'-iC coupons for dellv 
cred rnc:\ls or commuual dlnlnR; ( 4 
ml'ai;, prepnn!d and ~it'rv<'d by nn au
thorizf'd druR a.ddkt or A.lcoholJc trea.t• 
m1•11t and rehl'lbllH.allon ct"'nler t 
hon:;c•holds eligible to use coupons fo 
thoi;f' meats; nnd (5l In the ca.se of cer 
ta.In l'llglble households living In arc 
of Alaska where acc,•s., to food store 
la ~xtrt>mely difficult o.nd the holL'1(' 
hold:, rt"IY on hunting and fishing fo 
subsistt"nce. f>QUlpment for the pur 
Pose or prO<'urlng rood for ellglble
hDu,wholds, lnch1dinf( nl'ta, Une~. 
hook'>. fishing rod:,, harpoon.<i, knives, 
and nlher f•qulpmcnt n1·cr~'iary for 
sut, ,i~tt>nce h11nthw a.nd th,hlng but 
not l'fJl.-'IPm«·nt for thr. purpose of 

trnns.portatlon, clothlna, or aheller nor 218,3 Participation of wholt'ffillf' food con-
tlrearma, ammunition, or other explo-- «m•o. 
slvea. 211.C Procedure-a for tf'dC'f'lnlntr coupons. 

"Meal delivery aervtce" meam I po-- 218.1 Participation or N:nks. 

lltlcal aubdlvtalon, a private nonprotlt :ne.!nd~~~;~1
1:

11
~~ ~n~~~:!. ~:1'1~~ 

ofl[anlzatlon. or a private esta.bll&h• iltk>n of civil money penallif's In lieu oC 
menl wtth whlch a State or local dlsquallllcattons 
agency ha& contracted for the prepara• 211.'1 Oetermlnat.lon and d~slllon of 
lion a.nd delivery of mea.ls at cone.es• clalma-tf'lall Coodst.orf's end wholesale 
slona.l prices to elderly peraona, and food concema, 
th~lr spousea. and to the physlcaHy or rla.:10~~~8.!r:-J:;:,.1!7~;~•,~~!;:~. food
lenlally handicapped and per&Ofla 

otherwlar,, dlsabled, ,nd their spouses, AUTnoa1n: lH ata.t. us-a n u.s.c. 2011-

;~::::/e t:11~r~~:~~~~:: adequate- ~',-•%7-•:-• .. _I -A""p_pr_•-•-ol'"o~l,-,-•-••"'ll""'l'"••-Hl'",""'10-,,..-. -•n4'"'.'"'-""1 
"Nonprofit cooperative food pur• wholraalr food conrerns. 

chasJng venture" means any private 
nonprofit a.ssoclaUon of consumers <a> .Application. Any firm de-siring to 
whose members PoOI lhelr reaourcea to partlclpate In the program shall flle 
buy food. an appllcatlon a., prc·scribed by 1'"'NS. 

"Retail foodstore .. means: (l) An ea• The FNS officer ln charge shall deny 
tabllshment or recoa:nlzed department or approve authorization, or rf'qu~l 
of an establl~bment, or a house•to• more Information, within JO; days of 
house trade route, whose eligible food receipt of the application. 
sales volume Ls more than 50 percent (b) Determination of authorization, 
1,laple food ltema for home prepara• An applicant shall provlrlf' sutfklent 
lion and consumptlon; (2) public or data on the nature and scope of the 
prtvate communal dining f&cUIUes and firm's business for the F'NS officer In 
ml•al delivery services and dru& addict charge to determine whether lhe BP· 
or alcoholic treatment &nd rehabUlta• pUcant's partlclpallon wlU further the 
lion programs; (3-) •ny store selllna: purposes of the program. In maklr.g 
equipment for procuring fOOd by hunt• this detennlna.tton lhc FNS officer In 
Ing and fishln1 to ells-Ible hou.stholds charge ahall cons~c- foll~
ln Alaska, u specified In the de!lnltlon ~- ~ 
of ellelble food; (4) any private non• (1) TM nature and extent of the food 
profJt cooperative food purchastns bua:ines1 conducted bJI the applicant. 
venture, lncludln1 thoee whose mem• (I) Retail food stores which sell prl• 
be-rs pay for food prior t.o receipt of mariJy (ood for home prepnrallon and 
lhe food; and<"> a farmers· mark.-t. consumption a.nd in whkh one or 

"Staple food" means those food more staple food llems.. as defined In 
Items intended for home preparation f 2'11.2, make up more than 50 l)f'rcent 
and coMumptlon, which Include meal, of eligible food sales shall normally be 
poultry, fish, bread and breadstulfs, considered 1,o have food busln!'ss of a 
cereals, vegetables, frulta, fruit and nature and extent which will further 
v~getable Juices. and dairy products. the purposes of the program. These 
Accessory food llema, such as cotree, stores shall Include: Pull-line grocery 
tea, cocoa., carbonated and uncarbon• stores; convenlf'nce stores; stores 
aled drink.a, candy, condiments, and which sell meat, poultry, or, fish: 
splcrs a.re not staple foods for the pur• stands which sell agricultural com
pose of qualifying a firm to participate moditlea; farmers mnrkrts; mnt 
In the program as a retail foodslore. routea; bread routes; day-old bread 

"Wholsalr food concern" means an stores; bakeries which sell bread; and 
establishment which scUs elhilble food nonprofit cooperative food-purchasing 
to retail food stores or to meal aervlces ventures which arc propt>rly Jkensed 
for resale lo households. to $ell food In the stalt> a.nd JO<'A.lllY In 

PAIT 272-[IIEDESIGNATED) 

Part 2:'12 ls redeslgnated u pa.rt 2'18 
as set forth below. 

Part 272 b redeslllll&ted u pan 2'18 
and ls revised to read u follows: 

PART . 271-PARTICIPATION 011 
RETAIL FOOO UORES, WHOLESALE 
FOOD CONCERNS AND IANKS 

Stt. 
218.1 ApproV&I of rt-tan roomtore. and 

••holeu.l,. food concerns.. 
218.2 Partk'lpatlon ot r11taJI food 1toru. 

which they a.re operating. 
CU> F1nns whose primary bt:.s'.r.ess la 

not the sale of rood for home prepara• 
lion and consumption, but who have 
recognized grocery d('parl men ts In 
which staple food<, make up more than 
50 percent of eligible food sales, shall 
normally be constch'rcd lo have food 
business of a nature and cxt-f'nt which 
wtll quaUfy the store tor participation 
In the program. In ddermlning whcth· 
er a store's st.11plt> food buslnrss Is suf. 
flclent (or the stort> to qualify for par
ticipation In the pro~ram. t lw FNS or
fleer In charee shall also con~ldn: 

(A) The \·olumc of slaplf' food busl• 
nesa the store dO('-S; 

-- .------ --- --~.-Al IEOISHI VOL ,U, HO. US-HIDAY, SIPJIMIII 22. 1'71 

(B> The amount of sa.Jea of at.a.pie 
foods compared t.o oUler business con• 
ducted by the firm; and 

<C> The avaUabutty or other author• 
ized food stores ln the area. 

(UI) Wholesale food concerns whose 
primary bu.In ... b the sale of cll1<tble 
food a.t whoJP,S&}e, a.nd In which one or 
rnore staple food items, a.s defined 1n 
f 271.2, make up more than 50 percent 
of eHalble food sales, aha.II normaUy be 
considered to have adequate food busl• 
ness for the purpoaea: of Lhe proRram. 

(2) The volum-4! of coupon bu.stnn.t 
"&Ohich FNS ma.- reuonoblv upect lhe 
Jinn lo do. The FNS oflker In char1<e 
ma.y consider auch factors as the loca
tion of a ~lore and previous food sales 
volumes Jn evaluating the ability of an 
appllcant firm to atLr&et food stamp 
business. 

<3> T1it- bustneu intt!aT1tv and repM• 
ta.Uon of the applicant. The FNS offJ· 
ccr in charse may consider: 

<U Criminal conviction records re
flectlna: on the honesty or lnlcgrlly of 
officers or man&&ers of the a.pplle&llt 
firm; 

(ti) Official records of removal from 
other FederaJ, State, or local p-ro
arama; 

(111) Judicial detennlnallons In civil 
lllhiatlon a.dvenely reneclin1 on the 
integrity of officers or mann.gers of 
the appllrant flrtn; 

(Iv> £:\·ld('ncc or an allcmpt to cir• 
cumvent a period or dlsquallflcallon 
from the food st.amp program or a clvll 
money penalty Imposed for vlolnllon.1 
of the Food Sta.mp Act e.nd this part~ 

<v> Evidence of prior fraudulent be· 
havlor of o((lccrs, manaKcrs or em• 
ployces of the applicant firm; and 

(vi) Any other evidence rellccting on 
the business lnteertly and reputation 
of the applicant. 

(4) Otlur facton. Any other factors 
which the FNS ofllcer In charge con• 
alders pertinent to the application 
under consideration. 

(c) Whole.salu1. A wholesale food 
concern may be authorized If It meets 
the rcqulremrnts of paragraphs <a> 
and <b) or this section and the FNS of· 
fleer In charge determlnf'S that the 
flnn ts needed u a redemption outlet 
for authorlzf'd retail food stores, In 
addition, no firm ma.y be authorl7..ed to 
accept and redeem coupona both as a 
rel.a.II food store aud a wholesale food 
concern 11.t the aame lime. 

<d> Meal lt"ntiu,. A meal dellvnr 
service or communal dining facility de
siring to prepare and Sf>ne meals to 
households eligible lo use coupons for 
those meals In addition to meeting the 
requirement.a of paragraphs (al and 
(b) of this ~E'cllon, must ('.<;tahlish that: 

( 1) ll Is rerognlud as a tax rxt>mpt 
orinmlz.n.tlon by the Jntcrnnl R<'n•nue 
Scn·k:t"; t>r 

(2) It ~ a af'nlor ('1117.f'l\."I' C'C'nlrr or 
apartment bulldlus occupied prlniarily 

by elderly penone: and 881 recipient.a, 
and their spouses; or 

<3> It 11 a prt\'ate establl.shment op
eraUna under a contract with a Sta.te 
or local agency to prepare an.ct aen·e 
tor deliver) low-coat meals to elderly 
persons and SSI recipients tand, In the 
case of meal delivery 1ervlcea, to elder• 
ly penona or ha.ndJcapped penons) 
and their spouses, The contract& of 
private N:tabllshmentc mwt •pectfy 
the approximate prlcea which will be 
cha~ 

or alcoholic treatment and rehabilit&• 
lion progra.ma 11lshln1 to prepare and 
aerve meals to households ellctt,le to 
use coupons for those mea.la muat, In 
addition to meettnc requirement. of 
paragraphs <a>, (bl, and (dK l) of thll 
1ectlon, be certified by IM Stale 
agency or a.genclea: dealana.ted by the 
Governor as responsible for the 
State's progrBIM for alcoholics and 

rug addicts under Pub. L. Dl--418, 
'Comprehensive Alcohol Abuse and 

lcohollsm Prevention. Treatment, 
nd Reha.bUttatlon Act of 19'10" and 

Pub. L. 112-255, "Drug Abuae Office 
and Treatment Act of 18'12," u provkl• 
lng treatment that can lead to the re• 
hablUtatlon or drug a.ddk'ts or •lcohol
lcs. In addltJon, the cerllftcatlon must 
show that the treatment progr-am 
meets the standards required of trea.t
mf'nt pro.-rrams undf'r the supervlsfion 
or the State agency or 1.1enciel deal&• 
nated by the Govrmor aa responsible 
for the Stat<''s programs for akohoUca 
and dnli addicts. Approval to pa.rUcl• 
pate ls automatically canceled at any 
Ume that • program losea Its certlftca. 
tlon from lhe Stale a1ency or agen
cies. 

<f> Authorization card. Up0n approv
al, FNS shall Issue a nontransferable 
authorlza.tlon card to the tlnn. The 
authorlu.Uon card shall be reta.ined by 
the _ firm untll, superseded. surren
dered. or revoked aa provided 1n thll 
part. 

(g) Df"flJ(inQ' auUtorizatton. FNS 
shall deny the application of any firm 
if it determines that: 

< 1) The firm does not qualify for 
participation In the prognm u apect. 
fled In paragTa.pha <b), (c), (d), and <e> 
of thl-3 section; or 

«2) The firm has fallNI to pay tn full 
any fiscal clalm as!essed against the 
firm under f 2'18.'1. The FNS officer 1n 
charee shall Issue a notice to the firm 
by certiflf'd mall or personal service of 
any authorlznlion denial and shall 
advlse the firm that It may request 
review of tha.l d<'tnmlnatlon, 

<h) Withdrawing authorization. f'NS 
:.hall ~dlhdraw the authorization of 
a.ny firm author~YRd lo participate In 
ll1r. progrnm II It dC'lcrmlnf's that the 
firm's contlnurd pa.rtklpatl-on •·UI not 
furl hrr the purpoi.(?s of t hf' pr<>erMl. 
Thf' f'NS officer In charee ahall lsau.e a 
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notice t-0 the firm by cert.lfled mall or 
peraonal service to Inform the., firm of. 
the determination and of the review 
procedure. FNS shall remove the firm 
from the proenm If the flnn doea not 
request ttvlew within the period apecl• 
tied In f 279.5. 

(1) Upd.a.ttna 1,Vormation, FNS may 
require, from tlmt to time, but not 
more than once each Federal fiscal 
year, a firm to update any or all of the 
information on the firm·• appUcaUon 
form. Fa.Uure to provide this Jnfonna• 
Uon may result 1n the withdrawal of 
the llnn'1 approval to parUclpate In 
the proiJ1Ut1. 

<J> Appliccition, containing /alte '"· 
Jonna.Hon. The flllna of any appUca• 
Uon contalntna false or mlalead.lni: Ln
fonnaUon may result 1n the dt-nlal or 
withdrawal of approval to participate 
1n the proiiram and may 1ubJect the 
firm and persona , .. Ponatble to civil or 
crlmlna.l action. 

(k) .Admin11lrath:i.t rwUu,, Any with• 
drawal or denial of authorization to 
participate In the proaram shall be 
1ubJect to admlnlatnUve revtew under 
f 2'18.8. 

(I) Sa/tUS&arding p,;uacy. The con• 
unta of appUcatlona or other lnfonna-
tlon lurnlahed by !Irma, lncludlntr In• 
formation on their 1rosa aales and 
food &a.lea ,·olumra and their redemp. 
Uons of coupons. ma)' not be uaed or 
dlsclo!\ed to anyone except for pur• 
poaea directly connected ..-Ith the &4· 
rnlnlstrallon and enforcement of the 
Food Stamp Act and these reeulallom. 

I %71.2 PartklpaUon of ttlall I ... <Ions. 
(a) Uu of coupon1. Coupons shall be 

accepted by an aut.horlz.NI ret.a.U food 
at.ore only tn exch&nge tor e11e1ble 
food. Coupons may not be IICCf'pt.ed In 
exchani!:e for e&.1h, exct>pt when cuh 
ls returned aa chanKe In a transaction 
in which coupons 9,·ere accepted 1n 
payment for ellelble food. under pan.• 
cra.ph <d) of this section. Coupons may 
not be accepted In pa)menl of lntereat 
on loan.a:, or for any other nonfood use. 

<b> Equal treatmt'nt for <'OUJJOn cu• 
tom.tr,. Coupons shall be accepted for 
ellglble foods at the aame pttcea and 
on the ume terms and conditions ap. 
pllcable to cuh purcha.ses of the same 
foods at the aame store. However, 
nothing In thl1 put may be construed 
as authorlzln1 F'NS to 1pecify the 
prices at which rtlall food stores ma, 
aell food. No retail food ,tore may 
1in&le out coupon usen tor &peclal 
treatmE"nt In Uly •aray. 

<c) .AcC'epting coupon,. Ho author· 
lzcd reta.11 food atore may accept oou
pon, markt'd "paid," "canceled." or 
"IPtt"lmen." Nor ma.y a n:tatl food 
e-t.ore acc-ept coupons bn.rln1 any can· 
ttllallon or endon:C"ment. or coupona 
of other t.h•n the 1-dollar Mnomlna· 
Uon which hi.\·«" bl'Pn detachNI from 
the coupon booka prior to the time of 
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EXHIBIT E 

(Continuation) 
Page 3 

B.D.R. 32-2043 
A.B. 616 

Features: 

Maximum tax rate reduced from $5.00 to $3.64 

• State would fund the entire $1.36 reduction as follows: 

Medicaid would be state funded 
State Tax would not be levied 

11 Cent 
25 Cent 
70·Cent 
30 Cent 

$1.36 

Mandatory school levy would be state funded 
School levy (part of current 80 cent) would be 

state funded 

Limits Local Government expenditures 

• Limits State General Fund budget requests 

• Trigger additional relief in FY 1980-81 if state revenues exceed 
expectations 

Self-destruct if Question 6 passes in November 1980 

Removes Sales Tax on Food 

Fiscal Impacts: 

State: 1979-80 1980-81 

Tax Relief (State Funded) 11 Cent 
25 Cent 
70 ce·nt 
30 Cent 
Food Tax 

$ 6,207,000 
14,307,000 
40,471,000 
17,345,000 
20,500,000 

$98,830,000 

$ 7,137,000 
16,453,000 
47,412,000 
20,319,000 
24,000,000 

Sll5,321,000 

Trigger: 
(Additional 2 Cent 

to 18 Cent) 18 Cent S 12,200,000 

Local: 

Sales Tax on Food 

Impact on Taxpayers: 

Assuming $50,000 Residence: 

Value 

Assessed Value 
Rate 
Tax 

Examples of Local Tax Rates: 

Carson City Urban 
Clark County 
Las Vegas 
City of Elko 
Lyon County 
Washoe County 
Reno 

$ 3,400,000 S 4,000,000 

Current Method 

$50,000 
35% 

$17,500 
5.00 

s 875 

Current Rate 

$4.83 
3.58 
5.00 
4.40 
3.91 
3.87 
5.00 

Proposed 

$50,000 
35% 

$17,500 
3.64 

s 637 

Proposed Rate 

$3.47 
2.22 
3.64 
3.04 
2.55 
2.51 
3.64 

% Relief 

The above proposed rates are the existing rates less the $1.36 that the 
state would fund. The expenditure limitations on local governments in 
the bill could result in further decreases in the proposed rate in many 
areas of the state. 
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F I S C A L N O T E 
EXHIBIT!5tfR 32- 2043 

A.B.--6-16 
S.B. -------

• S T A T E A G E N C Y E S T I M A T E S Date Prepared March 27 1979 

Agency Submitting __ D_E_P_A_R_TME __ N_T_O_F_T_A~Y..A=--T_I_O_N ___ _ 

Revenue and/or 
Expense Items 

State 

Total 

Fiscal Year 
1978-79 

NONE 

NONE 

Fiscal Year 
1979-80 

$]4,40Q,7QF, 

Fiscal Year 
1980-81 

$96,708,US 

Continuing 

Explanation (Use Continuation Sheets If Required) 

1980/81 computed at maximum if sales and gaming tax receipts meet 
formula requirements. 

Local Government Impact 
(Attach Explanation) 

YES /7 

• DEPARTMENT OF ADMINISTRATION COMMENTS 

NO 

Date ____ Ma_r~c_h_2_7~•-1~9_79,;_ ____ _ 

The above amounts are the maximum combination of general fund appropriation and tax reduction 
that vould decrease State income. 

• LOCAL GOVERNMENT FISCAL IMPACT 
(Legislative Counsel Bureau Use Only) 

Signature 
1

H.oward E. Barrett 
Title ___ --1DQi~r~e~c~t~ori;:...Jo~f--:Awd~rn~1ao~1s~t~r~a~r~1~01.11..o 

Date_....:;A~p~r~i~l=-=2~,~1~9~7~9::,__ ____ _ 

Note: Fiscal Impacts above were prepared before final drafting of the 
bill and do not include the food tax exemption. 

TOTAL TAX RELIEF: 

State: Property Tax Relief 
"Triggered" Relief 
Food Tax 

tocaJ · Food Tax 
(See continuation on page 3 for Fiscal 

1979-1980 

$78,330,000 

20,soo,000 
$98,830,000 

1980-1981 

$ 91,321,000 
12,200,000 
24,000,000 

$127,521,000 

$ 3,400,000 $ 4,000,000 

Note_ and bill ex~J4~}::,'~1.'. 
Signature ~---52_.IJu/4 
Title Deputy Fiscal Analyst 

---------
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EXHIBIT F 
STATE OF NEVADA 

Department of Taxation 

ROBERT LIST. Go,.~rnor 

April 4, 1979 

The Honorable Daniel Tanner and 
Members of the Assembly Taxation Committee 
Legislative Building 
Carson City, Nevada 89701 

Dear Assemblyman: 

Capital Plaza, 1100 E. William 
CARSON CITY, NEVADA 89710 

Telephone (702) 885-4892 
In-State Toll Free 800-992-0900 

ROY E. NICKSON, Executfr~ Dir~ctor 

As requested, a proposed Declaration of Intent as regards 
the exemption of food from the sales and use taxes is 
forwarded. If this declaration, as modified by the 
Legislative Counsel or your honorable body, is satisfactory, 
I would also request that it be included as an amendment 
to S.B. 204 when that bill is considered by the Assembly 
Taxation Committee. 

If I can provide any additional information, please 
contact me. 

Highest personal regards. 

Very re-spectfully, 
. ·J -- . \ • 

L/;oy
1 

E ~~ckson 
Executive Director 

REN:rms 
Enclosure 

AN EQUAL OPPORTUNITY EMPLOYER 693 
0-133 ~ 
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EXHIBIT F 

DECLARATION OF INTENT 

1. The exemption of food for human consumption as 
provided for in this act and as to be voted upon by the 
people is intended to include only those foods which may be 
pur~hased with food coupons as defined in the United States 
Department of Agriculture regulations in effect on July 1, 
1974 and which are purchased from food stores which sell, 
primarily, food for preparation and consumption in the home 
or from those firms whose primary business is not the sale 
of food for home preparation and consumption, but who have 
recognized grocery departments in which staple foods, 
eligible for purchase with food coupons, make up more than 
50% of the food sales. 

2. Not exempted from the tax are foods or beverages 
furnished, prepared or served by any establishment for 
immediate consumption at or near its premises. Included in 
this category are sales from vending machines, catering 
services, mobile vendors and "take out" or "to go" prepared 
foods. 

3. The exemption is to be strictly construed and is to 
apply only to those food and beverage items commonly understood 
by the average citizen as purchased for home preparation and 
consumption. 


