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Washington State Department of Revenue

Taxpayer Rights and Responsibilities

The Taxpayers of the State of
Washmgton have the Right to:

¢ Simple and prompt administrative process for tax
refunds and credits.

* Timely, fair and equitable treatment with dignity
and respect.

* Accurate written information on reporting
instructions, appeal procedures, refund claims
and reasons for assessment.

¢ Public hearings on proposed rules.

* Review and appeal of assessments, business
registration revocation and adverse rulings.

¢ Remedies when statutes and rules are found
to be unconstitutional.

* Confidentiality of financial and business information.

The Taxpayers of the State of
Washmgton have the Responsibility to:

* Register with the Department of Revenue.

* Know their tax reporting obligations and seek
instructions when they are uncertain.

* Keep accurate and complete business records.
e File returns and pay taxes in a timely manner.

* Ensure the accuracy of the information entered
on their tax returns.

¢ Substantiate claims for refund.

* Notify the Department of Revenue and pay taxes
promptly when closing a business.



Tax Information for Retailers
of Prepared Food

This information explains a change in the taxability of food
items when sold by businesses that make eating utensils
available to customers. A business must now collect retail
sales tax on most food item sales if its sales of “prepared
foods” make up more than 75 percent of its annual sales

of food and food ingredients. Previously, a business could
elect to segregate its food sales and collect retail sales tax
only on sales of taxable food.

Affected businesses should conform to this
change as soon as possible and not later than
January 1, 2008.

If you have in the past collected sales tax on all of your
food sales, continue to do so. If this is the case, you do
not need to read the discussion below. Additionally, sellers
may elect to collect sales tax on all sales, whether or not sales
of prepared foods make up more than 75 percent of the
seller’s annual sales of food and food ingredients.

Sales of “prepared food” are subject to sales tax. “Prepared
food” is defined in detail in amended WAC 458-20-244
(Rule 244) but generally means heated foods, combined
foods, or foods sold with utensils that are “provided by the
seller.” In general, food is sold with utensils “provided by the
seller” if:

* A utensil is physically given or handed to the buyer as
part of the seller’s customary practice for the food item.

* A utensil (a plate, glass, cup, or bowl only) is necessary
to receive the food.

* A utensil is made available by the seller and the seller’s
percentage of prepared foods sales is greater than
75 percent.

Determining Percentage
of Prepared Food Sales

Sellers of prepared food that make utensils available must
calculate their percentage of prepared food sales.

Formula
Percentage of prepared food equals n/d
Numerator (n) represents prepared food

Denominator (d) represents all food sales

Numerator

The numerator includes sales of the following prepared foods:

1. Food sold in a heated state or heated by the seller, except
bakery items.

2. Foods where the seller has combined two or more
ingredients, except:

* bakery items

¢ food that is only cut, repackaged, or pasteurized
by the seller

¢ food that contains eggs, fish, meat, or poultry in a raw
or undercooked state requiring cooking to prevent food-
borne illness

* food sold in an unheated state at a price that varies
based on weight or volume

3. Food items where a plate, bowl, glass or cup is necessary
to receive the food.

Denominator

The denominator includes all sales of food and food
ingredients (including prepared foods), soft drinks, and
dietary supplements.

L percentage of prepared food

See examples:
Notes:

1. If'the seller of prepared food wants to segregate their food sales
and not charge sales tax on food and food ingredients, they
must make this calculation annually.

2. Food items that are four or more servings are exempt
[from sales tax even if the retailer sells more than 75 percent

prepared food. (Unless the seller provides utensils.)

3. Nonfood items (i.e. tobacco, alcohol, medicines, hygiene
items, block ice, dry ice, ice in bags of greater than 10 lbs.)
are not included in the calculation.

4. For a definition of food and food ingredients please refer
to WAC 458-20-244.



How to Calculate Prepared Food Sales Percentages

Example 1

Tiny Town Theater operates a concession stand at their theater.
The concession stand has utensils on the couner for the
customers to use (i.e. napkins, lids, plastic ware, straws, etc.).

In 2007, Tiny Town Theater made the following sales:

Hot dogs.....coevniiiiiiiiiiiiccccce, $25,000
POPCOIN ottt $30,000
Fountain drinks .o....coeeeeeeeeeeeeeeeeeeeeeeeeeene $30,000
Candy bars ....coceevevecerinincccc $5,000
Other candy......coceoveerenencncieiniccee $10,000
NACKOS ettt $15,000
Bottled Water .....eeeeeieveeeiiieeeeiieeeeeeee e $2,000
Bottled juice (more than 50 percent juice) ... $2,000
Sealed soft drinks (pop) ....coovvevivvriiiiiinnae. $5,000
Sealed beverages containing milk

(i.e. cold coffee drinks).......ccceevreevreenneennnen. $1,000
COEC e $2,500
Potato chips ...ccvveeerveirieiinieeieeececne $2,000
MILK oo $1,000
FIUIT cteeeeeeeeeeeeeeee et e e $1,000

Cheese cake (single servings on a plate,

made by a local bakery, not the theater) ....... $500
Mr. Jones, the bookkeeper, is preparing the annual
calculation to determine whether sales of prepared foods
make up more than 75 percent of the theater’s annual sales
of food and food ingredients. Here is his calculation:

Step 1
Calculate the Numerator

Numerator: The numerator includes the following items
(items are to be counted only once in the numerator, even
if they qualify under more than one classification):

1. All foods sold in a heated state:

Hot dogs......coveuiiviiiiiiiiiccciccccie $25,000
POPCOIN ottt $30,000
NACROS ettt $15,000
O et $2,500

2. Combined foods (all foods where the seller combines
two or more ingredients)

Fountain drinks (combined syrup
AN WALEL) ettt eee e $30,000

3. Foods sold where a utensil is necessary to receive the food.
Cheese cake (served on a plate) ......ccccceunee $500
Fountain drinks (cup required to receive drink, except
counted in #2 above)

The total amount for the numerator is $103,000 ($72,500

heated food, + $30,000 combined foods, + $500 utensil

necessary)

Step 2

Calculate the Denominator
Denominator: The denominator includes food, food
ingredients, prepared food, soft drinks, and dietary
supplements. (Items are to be counted only once in the
denominator, even if they qualify under more than one
classification):

1. Food includes:

Hot dogs....voveveueiieiciereccieeeeeeen $25,000
POPCOIN ottt $30,000
Candy bars ....ccocevininieiiiicce $5,000
Other candy.....cceeveeverireiincinccerece $10,000
INACROS ettt e $15,000
Bottled Water ..eeeeeeeeeeeeeeeeee e $2,000
Bottled juice (more than 50% juice) ............ $2,000
Sealed beverages containing milk ................. $1,000
GO et $2,500
Potato chips .....coveveeeeeirieirieinecreesece $2,000
MILK e $1,000
FIUIT 1ttt eeee e $1,000
Cheese cake (served on a plate) ......ccoccceueenee $500

2. Food ingredients:

The theater does not separately sell any items that are
classified as food ingredients.

3. Soft drinks include:
Fountain drinks ......eeeeeeeeeeeeeeeeeeeeeeieeeeeene $30,000
Sealed soft drinks.....cceeeeeeeeeeeeeiiieeeieeeeeenn. $5,000

4. Dietary supplements:

The theater does not sell any items that are classified
as dietary supplements.

The total for the denominator would be $132,000 ($97,000
food items, + $35,000 soft drinks).



Step 3
Calculate the Percentage

1. The percentage of prepared food sales is determined
by dividing the numerator (n) by the denominator (d).
In this example the calculation would be:

$103,000
$132,000

h_ percentage =.780 or 78.0%
d

Step 4
Determination

Tiny Town Theater’s percentage of prepared food sales
in 2007 was greater than 75 percent. Therefore, they are
classified as predominately selling prepared food. During
2008 the Tiny Town Theater is required to collect retail sales
tax on all sales of food items. This includes items that were
not previously subject to retail sales tax:

Candy bars, other candy, bottled water, bottled juice,

sealed beverages containing milk, potato chips, milk,
and fruit.

After 2008, Tiny Town Theater is required to recalculate
their percentage of prepared food sales annually. If the sales
remain above 75 percent, they are required to continue to
collect retail sales tax on all food items. If their prepared
food sales drop below 75 percent then they may segregate
their sales and only collect retail sales tax on those items
which do not qualify for the food and food ingredients
exemption. In this example, the following items would
remain subject to retail sales tax:

Hot dogs, popcorn, fountain drinks, nachos, sealed soft
drinks, coffee and cheese cake.

However, the following items would be exempt from retail
sales tax, if the sales are properly segregated:
Candy bars, other candy, bottled water, bottled juice,

sealed beverages containing milk, bags of potato chips,
milk, and fruit.




How to Calculate Prepared Food Sales Percentages

Example 2

Jan and Joe’s deli is a quick food and deli café. The deli has

utensils on the counter for the customers to use (i.e. napkins,
cup, lids, etc.) The deli sells the following combination meals:

Combo meal #1

Deli Sandwich, potato salad, fountain soft drink,
bag of chips

Combo meal #2

Deli Sandwich, cup of soup, fountain soft drink
Combo meal #3

Deli Sandwich, cup of milk, bag of chips
Combo meal #4

Potato salad, bottled water, bag of chips, piece
of fruit and two cookies

During 2007 the deli made the following sales:

Deli sandwiches (made on site).................... $25,000
Sliced deli meats (only sliced and
repackaged)......coeoivieiniiiiniinc $10,000
Sliced cheeses (only sliced and
repackaged)......coeoiveiniiiniiiin $5,000
Meat and cheese platters (only sliced

and repackaged) .........ccccoiiiiiiiiiii, $7,500
Potato Salad (made on site,
sold by volume) ......ccccoevvevieinininiicieine $3,000
Hot SOUp wocvvviiiiciiiiiicc $5,000
2% milk (served in a cup) ..ccoevvvevenienennnee. $2,000
Fountain drinks .....eeeeeeeeoeeeeeeeeeeeeeeeeeeeeene $15,000
Candy....cceeereneee e $10,000
Bottled Water ceeeeeeeeeeeeeeeeeeeee e $3,000
Bottled juice (more than 50 percent juice) ... $4,500
Sealed soft drinks (cans and bottles)............. $6,000
Sealed beverages containing milk

(i.e. cold coffee drinks).......ccceeevvrveererinnnnnne. $2,500
GO et $10,000
Potato chips ...c.coveevveinieinieiniciicece $2,500
Sealed MK oo $2,000
FIUIT et e e eeeee $3,500
Cheese cake (served on a plate) .........c.co.eee. $1,000
Cookies (made by the deli, wrapped

in cellophane) .....cccoccceveiniiinininncincee $2,500
Whole cakes...oeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennn $1,000
Bottled Beer.coumeieeeeieeeeeeeeeee e $1,500
Dietary supplements (sealed) ...........cccccc.... $2,500
Combo meal #1.ueeveeieeeeeeeeee e $12,000

Combo Meal #2..eeveeeeeeeeeeeeeeeeeeeeeee e $11,000

Combo meal #3...ueeeeiiieeeeeeeeeeeeeeeeeeeeeeae $10,000
Combo meal #4....eveeeeeeeeeeeeeeeeeeeeeeeeeaaen, $7,000

Mrs. Smith, the bookkeeper is preparing their annual
calculation to evaluate whether the deli predominately
sells prepared food. In making this evaluation, she must
determine whether more than 75 percent of the deli’s sales
are considered prepared foods. Her calculation follows:

Step 1
Calculate the Numerator

Numerator: The numerator includes the following items
(items are to be counted only once in the numerator, even
if they qualify under more than one classification):

1. All foods sold in a heated state:
HoOE SOUP weevveiiiiiiciccicecceeeae $5,000
GO et e e $10,000

2. Combined Foods (all foods where the seller combines
two or more ingredients)

Deli sandwiches ....eeeeeeeeeeeeeeeieeieeeeeeeeeeeenn. $25,000

Fountain drinks .....eeeeeeeeeeeeeeeeeeeeeeeeeeeeeen. $15,000

Combo Meal #1 uueeeeeeeeeeeeeeeeeee e $12,000

Combo MEal #2 e $11,000

Combo meal #3...ovvvviiiiieeiiiiieiiieeeeeeeeeee $10,000

Combo meal #4.......ccoveveeeieiciiieieeee, $7,000
Notes:

1. Although the potato salad is a made by the deli, it is not
considered a combined food because it is sold by volume
or weight. Therefore, it is excluded from this calculation.

2. Even though combo meal #4 contains only exempt items,
when the items are combined into a single meal, the meal
is considered combined food and included in the calculation.

3. Even though the cookies are made by the deli, because they
are a bakery item and no utensil is required to receive this
item, it is excluded from this calculation.

4. Even though the Meat and Cheese platters are a combination
food item, these platters are not included in this calculation
as a combined item because the deli is only cutting and
repackaging the meat and cheeses.

3. Foods sold where a utensil is necessary to receive the food.
Cheese cake (plate and fork required) .......... $1,000
2% milk (cup required) ......cccevevriciricnnnne. $2,000



Notes:
Although the hot soup could be counted as either a “heated

item” or ‘food with necessary utensil’, it is only counted
in one classification.

The total amount for the numerator is $98,000 ($15,000
heated food, + $80,000 combined foods, + $3,000 utensil

necessary).

Step 2
Calculate the Denominator

Denominator: The denominator includes food, food

ingredients, prepared food, soft drinks, and dietary

supplements.

1. Food would include:

Deli sandwWiches ....ocoeeeeeoeeeeeeeieeeeeeeeeeeeeeeae $25,000
Sliced deli Meats ...eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeae $10,000
Sliced cheeses w.ooeveeeeeeeeeeeeeeeeeeeeeeeeeeee e, $5,000
Meat and cheese platters .........cceveerieuennee. $7,500
Potato salad.....coeeeeeeeeeeeeeeeeeeeeeeeee e $3,000
HOE SOUP v $5,000
2percent milk ..o $2,000
Candy...c.eoerereeieiiee e $10,000
Bottled Water ...ooeeeeeeeeeeeeeeeeeeeeeeee e $3,000
Bottled juice (more than 50 percent juice) ... $4,500
Sealed beverages containing milk ................. $2,500
GO et $10,000
Potato chips ...cccoveeevveirieiniciicciecccee $2,500
Sealed MK coeeeeeeeeeeeeeeeeeeeeee e $2,000
FIULE t ettt e e e $3,500
Cheese CaKe v $1,000
COOKIES wveeeeeeeeeeeee e eeeeeeeeee e eeeeas $2,500
Whole cakes...ooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeen $1,000
Combo meal #1 .oveeeeeeeeeeeeee e $12,000
Combo Meal #2 .ooveeeeeeeeeeeeee e $11,000
Combo meal #3....oovveeeieieeieeeeeeeeeeeeeee, $10,000
Combo meal #4 ..oovveeeeeeeeeeeeeeeeeeeeeeeeeee, $7,000

2. Food Ingredients:

The deli does not separately sell any items that are

classified as food ingredients.

3. Soft drinks would include:

Fountain drinks ......oooeeeoveeeeeiiveeiiieeeeeeeeenne $15,000
Sealed soft drinks .....ooeeevuveeeeeiiveiieieeeieeeene $6,000

4. Dietary supplements:
Dietary supplements.........ccccceeeircinicnnnnne. $2,500
Note:

Although the deli sold $1,500 of bottled beer, alcoholic beverages
are excluded from the definition of food and are not included in

the calculation.

The total for the denominator is $163,500 ($140,000 food
items, + $21,000 soft drinks +$2,500 dietary supplements).

Step 3
Calculate the Percentage

The percentage of prepared food sales is determined by
dividing the numerator (n) by the denominator (d).
In this example the calculation would be:

$98,000
$163,500

3 = percentage =.599 or 59.9%

Step 4
Determination

The deli’s percentage of prepared food sales in 2007 was
less than 75 percent. Therefore, they are not classified as
predominately selling prepared food. During 2008, the deli
may segregate its sales and is not required to collect retail
sales tax on food and food ingredients. In this example the
following items would be exempt from retail sales tax:
Deli meats, sliced cheese, meat and cheese platters,
potato salad, candy, bottled water, bottled juice, sealed

beverages containing milk, potato chips, sealed milk,
fruit, cookies and whole cakes.

Note:
Sales of whole cakes remain exempt from retail sales tax as long

as the deli does not provide utensils to customers who purchase
cakes and the cake is four or more servings.

After 2008, they are required to recalculate their percentage
of prepared food sales. If the percentage of prepared food
sales remains below 75 percent, then they may continue to
segregate their sales and not charge retail sales tax on food
and food ingredients.

If their percentage of prepared food sales goes above 75
percent in 2008; the deli would be required to collect retail
sales tax on all food items, except those items that constitute
four or more servings (i.e. whole cakes, deli meat, sliced
cheese, meat and cheese platters) as long as the deli does not
provide the customer with a utensil when selling these items.



How to Calculate Prepared Food Sales Percentages

Example 3

Mega Burgers Inc. is a large fast food corporation with six
locations in the state of Washington. They also have several
locations outside of Washington. Previously, Mega Burgers
had segregated their sales and did not charge retail sales tax
on exempt food items (food and food ingredients) as
previously allowed under the rule (WAC 458-20-244). Mega
Burgers has utensils (i.e. napkins, lids, plastic ware, straws,
etc.) on the counters for customer use. Mega Burgers decides
they would like to see if they can continue to segregate their
sales and not have to charge sales tax on all items.

In 2007, Mega Burgers Inc made the following sales:

(Even though Mega Burgers has six locations in Washington,
because they are a single entity they must combine all

sales for all Washington locations when making this
calculation. They do not have to include locations outside
of Washington)

Hamburgers/cheeseburgers ... $835,000
Fish burgers ........ccoccoiviiiiiiiiiiiiiiee $450,000
French fieS cueeeeeeeeee e eenns $325,000
OniON FiNES c.vvveviieeieicirieieceeree e $275,000
Milk Shakes.....eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee $650,000
Fountain drinks (soda pop).....ccccecevverucnnene $1,000,000
Bottled Water ....uvveveeeeeeeeieeeeeeeeeeeeeee e $30,000
Bottled juice (more than 50percent juice) ....$10,000
COfteC e, $92,500
Sealed MK oo $25,000
Fruit (apples/oranges) .........ccccoevveuiircnnnne. $11,000
COOKIES weeeeeeeeeeeeeeee e e e eeeeean $115,000
Combo meal #1 (cheese burger,

French fries, soft drinks) ........cceovvevuiiiinnnnnee. $535,000
Combo meal #2 (fish burger,

onion rings, milk shake) .....c.cccoevviririnininnnee. $175,000

Mr. Smith, their CPA, is preparing their annual calculation
to evaluate whether Mega Burgers predominately sells
prepared foods. In making this evaluation, he must
determine whether 75 percent or more of their sales are
considered prepared foods. His calculation follows:

Step 1
Calculate the Numerator

Numerator: The numerator includes the following items:
(Items are to be counted only once in the numerator, even
if they qualify under more than one classification.)

1. All foods sold in a heated state:

Hamburgers/cheeseburgers ...........cccoceee. $835,000
Fish burgers .....c.cccovvveecoinneccicccne $450,000
French frieS cveeeeeeeeeeeeeee e eeeeeeeeeeeeeeeeeeens $325,000
Onion riNgs ..ccvveveeeeireeieieirereeieeereeeeeees $275,000
COTEOC e, $92,500

2. Combined Foods (all foods where the seller combines
two or more ingredients)

Combo meal #1 eueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee $535,000
Combo meal #2..ueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee $175,000
Fountain drinks (combined syrup

ANA WALEL) cvviieiiiieeeceeeeeeeee e $1,000,000

Milkshakes (combined mix and syrup)......... $650,000
Note:

Although the cookies are made with two or more ingredients,
they are exempt from this calculation, because they are classified
as a bakery item.

3. Foods sold where a utensil is necessary to receive the food.

Milkshakes (cup required to receive drink, except
counted in #2 above)

Fountain drinks (cup required to receive drink, except
counted in #2 above)

The total amount for the numerator is $4,337,500
($1,977,500 heated food, + $2,360,000 combined foods,

+ $0 utensil necessary)

Step 2

Calculate the Denominator
Denominator: The denominator includes food, food
ingredients, prepared food, soft drinks, and dietary
supplements. (Items are to be counted only once in the
denominator, even if they qualify under more than

one classification):

1. Food includes:

Hamburgers/cheeseburgers ... $835,000
Fish burgers .....c.cccovvvecccinneccncccne $450,000
French frieS cveeeeeeeeeeeeeee e eeeeeeeeeeee e $325,000
Onion riNgs ..cccoveveeevereereieirreeieeereeeeeeees $275,000
Milkshakes.....eeeeeeeeeeeeeeeeeeeeeeeeeeee $650,000
Bottled Water ......ooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee, $30,000
Bottled juice ....coooeiiiiiiiiiiiiiiic $10,000
COTEOC e, $92,500

Sealed MilK cooovveeeeieeeieeeeeeee e $25,000



Fruit cooouveeeic e, $11,000

COOKIES wveeeeeeeeeeeeeee e e e eeeeeas $115,000
Combo meal #1 cueeveeeeeeeeeeeeeeeeeeeee e, $535,000
Combo MEAH2 .o $175,000

2. Food ingredients:

Mega Burgers does not separately sell any items that are
classified as food ingredients.

3. Soft drinks include:
Fountain drinks .......cocveveveeveeeeeieeieeeeeeene, $1,000,000

4. Dietary supplements:

Mega Burgers does not sell any items that are classified
as dietary supplements.

The total for the denominator would be $4,528,500
($3,528,500 food items, + $1,000,000 soft drinks).

Step 3
Calculate the Percentage

The percentage of prepared food sales is determined

by dividing the numerator (n) by the denominator (d).
In this example the calculation would be:

n $4,337,500

= percentage 54,528,500 =.958 or 95.8%

Step 4

Determination

Mega Burgers percentage of prepared food sales in 2007
was greater then 75 percent. Therefore, they are classified as
predominately selling prepared food. During 2008, Mega
Burgers is required to collect retail sales tax on all sales of
food items. This includes items that were not previously
subject to retail sales tax:

Bottled water, bottled juice, sealed milk, fruit and
cookies.

After 2008, if Mega Burgers wants to be able to segregate
their food sales and not charge sales tax on those items
classified as food and food ingredients, they must recalculate
their prepared food sales based on 2008 sales figures. In the
alternative, if Mega Burgers determines that it is not worth
their time and effort to conduct this calculation, they may
simply continue to charge retail sales tax on all food items.
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How to Calculate Prepared Food Sales Percentages

Example 4

Giant Food Store, Inc. is a large grocery store. In addition

Giant Food Store also has a deli and bakery and a “you—

make—it” salad bar onsite. The deli has utensils (i.e. napkins,
lids, plastic ware, straws, etc.) on their counters for customer
use. Previously, Giant Food Store had segregated their sales
and not charged retail sales tax on exempt food items. Deli

items could be purchased at the Deli counter or paid for
at the checkout stand. Bakery items and other food items
can only be paid for at the checkout stand. Giant Food

Store decides they would like to see if they can continue to

segregate their sales and not have to charge sales tax on all
food items.

In 2007, Giant Food Store, Inc. made the following sales.

Since Giant Food Store has a deli on their site (same entity)
they must include the sales of the grocery store and the sales

of the deli when making this calculation.

Deli Sales:
Hamburgers/cheeseburgers .......c.ccooveennee. $100,000
Deli sandwiches ........cccccovvveiinnnccinnnes $300,000
HOt Wings....oveveueiririeiecinisiccceneeceeee $200,000
Chicken Strips....c.coveveereririercenneecesrnes $100,000
Potato salad (sold in containers by weight)...$75,000
JO JO'S ettt $55,000
BUITIEOS ..o $75,000
Fruit salad (sold in containers by weight).....$45,000
4-Bean salad (sold in containers by weight).. $20,000
French fries.....ocoovvinninniiiiie, $35,000
OnioN FiNES .eoveveeiririeieiiirieiercicrereeeeeseeen $15,000
Fountain drinks (soda pop)....cccccoevevevninnnnee $300,000
Bottled water ........covviviviniiiniiie, $10,000
Bottled juice (more than 50 percent juice) ... $10,000
Coffee...omiiiiiiniriicceeee e $92,500
Sealed milk .....oooovviviiiiiiiiiiie, $12,000
Hot apple pie (by the slice,
served on a plate) .....ccceueciicicciiiienes $15,000
Chocolate cake (by the slice) .....c.covrveueunnneee. $20,000
Meat (sliced and repackaged by the deli)...... $30,000
Cheese (sliced and repackaged
by the deli) ..o.oovrvrrieiiiccccc $25,000
Meat and cheese platter........ccccevveiriecnnncee. $50,000

Combo meal #1 (cheese burger,

French fries, soft drinks) ......cceevvveveeerenennne. $135,000

Combo meal #2 (chicken strips,
Jo Jo's, soft drink).......c.eceeveeveevreereeieieerennns $75,000

Bakery Items Sales:
DIONULS «eeeeeeeeeeeeeeee e e e e e e e eeeeanes $75,000
Box of donuts (12)...ccceeevveeveeeeeieeeeeereenee. $40,000
Whole Pies....c.erveuerieuinieiinieienieieieieeeieeeieneas $75,000
Whole CaKeS. e $80,000
Bagels ...c.eoinieieiiec e $50,000

Grocery Store Sales:
Spices (food ingredient) .........cccccvvvveueuiennne $30,000
Exempt food items.....c.ccevveiniecnincnnccnnee. $3,285,300
Alcoholic beverages (beer and wine)............. $350,000
Sealed soft drinks (soda pop) ....c.ceccvrveueneee. $400,000
TODACCO e $175,000
Cough drops......ccevveeeoinneciiiiccccee $25,000
Gum and candy ......coeceeririieineeee $300,000
Ice (cubed)...cuvvvivieiiiiiiiiiiii e, $30,000
Tce (Block)..uviiieiiiiiieeeeeeeeeeeeee e $15,000
Dietary supplements ......c.coceeevveereeenecnnene. $45,000
Salad bar sales ..oeeeeeeeeeeeeeeiiiiiiiiiii $135,000

(Store does not combine any of the food items. The customer
makes his own salad in a styrofoam to-go container.)

Ms. Wilson, their CPA, is preparing their annual calculation
to evaluate whether Giant Food Stores Inc. predominately
sells prepared foods. In making this evaluation, she must
determine whether 75 percent or more of their sales are
considered prepared foods. Her calculation follows:

Step 1
Calculate the Numerator

Numerator: The numerator includes the following items
(items are to be counted only once in the numerator, even
if they could qualify under more than one classification):

1. All foods sold in a heated state:

Hamburgers/cheeseburgers .......c.occcvneueneee. $100,000
HoOt WingS.c.ooveeeeveeiriciiciciccececsece $200,000
Chicken STrips.....cccoveerveeneerieeniicincenes $100,000
JOJOS ettt $55,000
BUITIEOS oevviieeeiciirieicc e $75,000
French fries.....ccccovvieiinniccnccce $35,000
Onion FiNGS c.vcveeveveieveirieiereiereereeeseeeees $15,000
Coffee. .t $92,500
Note:

Although the apple pie is served heated, it is not included in this
portion of the calculation because it is a bakery item.



2. Combined foods (all foods where the seller combines
two or more ingredients)

Deli sandwiches ........cccccovvviccnnnccinnnee $300,000

Fountain drinks (soda pop)....cccccovueveininnnnee $300,000

Combo meal #1 (cheese burger,

French fries, soft drinks) ......ccceevvveveeerennennne. $135,000

Combo meal #2 (chicken strips,

Jo Jo's, soft drink).......c.ceveereeeevveiriereerenenne. $75,000
Notes:

1. Although the salads (potato, 4-bean, and fruit) are made
with two or more ingredients, they are exempt from this
calculation, because they are sold by volume or weight.

2. Although the cakes, pies, bagels and donuts are made with
two or more ingredients, they are exempt from this
calculation because they are considered bakery items.

3. Foods sold where a utensil is necessary to receive the food.

Hot apple pie (by the slice) ..c..cevvrvirrreeneee. $15,000

Cake by the slice.....ccoveiniiiniiniiicee, $20,000

Salad bar sales .....cooveeeeiiiiiiiiiiieeeeeeeee, $135,000
Notes:

1. The salad bar sales are included in this calculation, even
though the store does not combine the ingredients. The
styrofoam container is considered a necessary utensil to receive

the food.

2. Even thought the hot apple pie and cake by the slice are both
bakery items, they are included because they are served with
a utensil (plate).

The total amount for the numerator is $1,652,500
($672,500 heated food, + $810,000 combined foods
+ $170,000 utensil necessary).

Step 2

Calculate the Denominator
Denominator: The denominator includes food, food
ingredients, prepared food, soft drinks, and dietary
supplements. (Items are to be counted only once in
the denominator, even if they qualify under more than
one classification.)

1. Food includes:

Hamburgers/cheeseburgers ............cccccveeueeee $100,000
Deli sandWiches ....ooeeeeeeeoeeeeeeeieeeeeeeeeeeeeeeae $300,000
Hot Wings.....oceivivieiciicccceeceee $200,000
Chicken STIPs .eve.evveerieerieeniecrececeeeene $100,000
Potato salad ..cooeeveeeeeeieiiieieiieeeeeeeeeee, $75,000
JO JOS ettt $55,000

BUITIEOS weeeeeeeeeeee et eeeeeeaee $75,000
Fruit salad......ooeeoeeeeeeiieeeeeeeeeeeeeeeeeeeee e $45,000
4-Bean salad ..ooooovveeeeeiieeeeeee e $20,000
French fT1eS oo eee e eeeeeeeeae e e $35,000
Onion FiNGS c.ccveeveveieieirieieieieeereeeeeees $15,000
Bottled Water ..ueeeeeeeeeeeeieeeeeeeeeeeeee e $10,000
Bottled juice (more than 50 percent juice) ...$10,000
GO et e e e eeeaeeeeeeean $92,500
Sealed MK ceoiveeeeieeeee e $12,000
Hot apple pie (by the slice) ...c.covevveirinenene $15,000
Chocolate cake (by the slice).......coevveenenene $20,000

Meat (sliced and repackaged by the deli)......$30,000
Cheese (sliced and repackaged

by the deli) .oveiriiiiiiiie $25,000
Meat and cheese platter........ccocevvenieireninnne $50,000
Combo meal #1 (cheeseburger, French fries,
SOft drinks) covvvviiviiiiiiiiiiiciee e $135,000
Combo meal #2 (chicken strips,
Jo Jos, soft drink).....ccceevieiciieiiiiiiiiecieeens $75,000
DIONULS «eeeeeeeeeeeeeeee e e e e e e eeeeenes $75,000
Box of donuts (12)...cc.eeevvveeeeeeeeieeeeeereenne. $40,000
Whole Pies....c.erveuerieuirieiinieienieieieieeeieesieaas $75,000
Whole CaKeS.. e $80,000
Bagels ...ooooiiiiii, $50,000
Exempt food items.....ccccoveevereniinieinencnnens $3,285,300
Gum and candy ......cccoceveeieinininenieieen $300,000
Ice (cubed)....ooooveveeieieeeieeeeeeeeee e, $30,000
Salad bar sales ..c.vvveeeeiieeeeieieieeeeeeeeeeeeee. $135,000
2. Food ingredients:
SPICES vttt $30,000
3. Soft drinks include:
Fountain drinks .ee.eeeeeeveeeeeeeeeeeeeeeeeeeeeeeens $300,000
Sealed soft drinks....oeeeeeeeeeeeeeeeeeeeeeeeeeeeeenn. $400,000

4. Dietary supplements:
Dietary supplements.........cccccoveircinicnnnne. $45,000

The total for the denominator would be $6,339,800
($5,564,800 food items, + $30,000 food ingredients,
+ $700,000 soft drinks + $45,000 dietary supplements)
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Notes:
Although the store made the following sales, these sales are
not part of the calculation:

1. Beer and wine — $350,000 (Alcoholic beverages are
not considered food items and therefore are not part
of the calculation.)

2. Tobacco — $175,000 (Tobacco products are not considered
food items and therefore are not considered part
of the calculation.)

3. Cough drops — $25,000 (Medicines and hygiene products

are not considered food items and therefore are not part
of the calculation.)

4. Ice (block) — $15,000 (Block and dry ice are not considered
Jfood items and therefore are not part of the calculation.)

Step 3
Calculate the Percentage

The percentage of prepared food sales is determined
by dividing the numerator (n) by the denominator (d).
In this example the calculation would be:

N _ percentage $1:652.500 _ 761 o 26.1percent
d $6,339,800

Step 4
Determination

Giant Food Store’s percentage of prepared food sales in 2007
was less than 75 percent. Therefore, they are not classified as
predominately selling prepared food. During 2008, the store
may segregate its sales and is not required to collect retail
sales tax on exempt food items (food and food ingredients).

Even though Giant Food Stores is not required to collect
sales tax on all food items, the following items would remain
subject to retail sales tax:

Hamburgers/cheeseburgers, deli sandwiches, hot wings,
chicken strips, jo jo's, burritos, French fries, onion

rings, fountain drinks, coffee, hot apple pie (served on

a plate), chocolate cake (served on a plate), combo meal
#1, combo meal #2, salad bar sales, alcoholic beverages,
sealed soft drinks, tobacco products, juice containing less
then 50percent juice, cough drops (all medicines except
prescribed), ice in blocks, dietary supplements.




For More Information

If you have general questions you can call our
Telephone Information Center at 1-800-647-7706
or our visit web site at http://dor.wa.gov.

Local Office Locations

9930 Evergreen Way
1904 Humboldt St Suite A Suite Y-150
PO Box 1176 EVERETT 98204-3893

BELLINGHAM 98227-1176
(360) 676-2114

(425) 356-4800

1330 N Washington
Suite 5600
SPOKANE 99201-2456

2101 4th Ave Suite 1400
SEATTLE 98121-2300

(206) 956-3000 (509) 327-0200
734 E First St Suite B 630 N Chelan Ave Suite B-3
PO Box 400 PO Box 220

PORT ANGELES 98362-0064
(360) 417-9900

WENATCHEE 98807-0220
(509) 663-9714

20819 72nd Ave South 3315 South 23rd St

Suite 680 Suite 300

KENT 98032 PO Box 111180

(253) 437-3440 TACOMA 98411-1180
(253) 382-2000

6500 Linderson Way SW

Suite 102 1714 S 16th Ave

TUMWATER 98501 YAKIMA 98902-5713

(360) 705-6676 (509) 575-2783

8008 NE 4th Plain Blvd 1657 Fowler St

Suite 320 PO Box 140

PO Box 1648 RICHLAND 99352

VANCOUVER 98668-1648 (509) 734-7526

(360) 256-2060

To inquire about the availability of this document in
an alternate format for the visually impaired, please
call (360) 705-6715. Teletype (TTY) users please call
1-800-451-7985.
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