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Vil Vending

ﬁraft Document Not Far Puhilcatian But For Discusslon __Purposes iny -

mfe;’ences about finai pm;ect posutlons or pasmons of partlczpatmg or observmg
states or their members from the statements contained herein as this is a draft
only and may ch_ange in respcnse 10 comme'_ _'__ﬁ;and mput from the pubifc or

puvate sector

STREAMLINED SALES TAX PROJECT
VENDING ISSUE PAPER

issues

1. Should the taxation of sales of tanglble persanai proparty through vendtng
machmes be different than other methods of reta:hng’? Bl

2. '_::'Should any caps or thfashald Iamztat:ans m any agreemant appfy to vendzng
) receup‘ts‘?

3. Should the Streamimed Sales Tax project def' ine “vendmg machme'?” o

4, smu{d.veﬁﬁiﬁﬁei%ai%s retain existing treatment? ¢

Discussion:

The Streamiined Sales and Use Tax Agreement (as approved on December 22,
2000, and amended on January 24,2001) provides that “food sold through
vending machines” may be used asan exception to the exemption for “food and
food ingredients” if a state so chooses. This was provided due tothe varying
treatment of vending recelpts in states aad the need ito mzmmize revenue
impacts.

The National Automated Merchandising Association has voiced its. concemns.
regarding these and other provisions of the Agreement throughletters to.the Co-
Chairs of the Stesring Committee of the Streamlined Sales Tax Project and the
Co-Chairs of the NCSL Executive Committee Task Force on State and Local

57




Taxation of Telecommunications and Electronic Commerce. The Association
has informed the Project that its large, multi-state vending and food service
companies are not seeking uniform sales tax laws for vending machine sales.

. The Association has questzenec:l whether the sales of tangible personal property
: thmagh vendmg machin es should receive different treatment than other methods '
of retailing. Ina recent July 24" 2001 letter, the Association | has specifically

- asked that the referen on 312{0)_ )@) of th Agreement {r&ferencmg
“food sc?d through vendzng machmes”} be remnved from the Agreement o

_ \SS n " cemﬁ r_egardzng that the appiacat;on af the

: Agreement’s provzsgons regardmg sales tax thrsesholds and multiple saies tax
rates that-are applied to vending machine sales in various states. In the July 24,
2001 letter mentioned above, the Association has informed the Project that it
opposes Section 3{38(5)(3) cf the Agreement el;mmatmg caps and thresheids
aﬂerﬁecember?ﬁ 203 G e S e e _

Vending Macbine or Bu!k Vending Machme Definition

Most states do not have a spec:ﬁc: deﬁnzt&on of vend;ng machfne Some states
do have a definition of vending machines or something similar like “coin-operated
devices.” Some states also define “bulk vending machines” so that different tax .
treatments can be afforded sales from those machines. Attachedis a chart -
setting out the partzc;patmg states and. whether each state has a definition for.
vending machmes or buik vendmg machmas L

o 'Dua 1:0 the tesﬁmﬂogmal advances of debst sards eiectronzc crad;i: card readers

" and even the potential of payments being made over the internet, some m_‘ the

current existing definitions may not cover sales tnvolv;ng these types of
payments o : : o .

In admtlon ‘new items are being- scid in. what may be considered vending . .

machines that were not contemplated when these statutory definitions were
created (phone cards for example).

DifferentMethods-af Taxation of Vemiing Machine Sales .

There are various: mezhods that the partuc:patmg states curfentiy usa ta tax saies '
made through vaﬁdmg maf:hmas _ R .

These methods may bégf@ﬂpéd into t'hé' féﬂowi'&:'g 't}atégéﬁes:““

! This report deais 'with yending machines that. dtspéﬁse tangible personal pfdpéﬁy énd dées nét _
include other coin operated devices such as amusement devices or pay. tefepmnes etc. when.no
tangible. perscnat property.is dlspensed : . .
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1, rsé;;ﬁametéa%faaé S

. Saies macie through vendmg machznes are taxed m the same manner as
~other. ratai sales for sales tax purpases e i

2. Tax on Cost of Merchandzse '

o Taxis Imposed on the cost price of merchandise sold through vending
machines (cest price may be a percentage used to approximate retail
price ~'such as sales tax is imposed on 135% or 150% of aost pr;ce)

3. Lacense Fees or Becai Fees in L;eu of Sales Tax

o . L;cense fees or;decai fees are: ;mposed in iieu of saias iax on: the gross recezpts
frc}m vendmg machme saées o T e L

4 Vendmg Tax in’ Lieu af Sales Tax
o A separaia tax other than a saies tax may be impesed on the ;tems scld
through vending machznes (R e S cry sl

5. Exc:!ude 8ales Beiow a Certam Thresheid

Saies ef ;tems thmugh vendmg mach;nes wnth saies pnces below a certazn
threshcld (1 cent of 25 cants, _e’tc: ) are exempt from saies tax W

S 6 Cariam Items or. Types ef 1tems Are Exempi or at a Lower Tax Rate i e

« Sales of certain items, such as food, are exempt from sales tax or are
- taxed at a-lower {or higher) sales tax rate than other general merchandise.

Issue 1, Vénding machines versus other methods of retailing food

Aitefﬁétives.'- :

a) Retain Section 312(13){3}(3) of the Agreement referencing “food said
through vezzdmg machines.” . This provision is similar to how a number of states
currently tax sales of food through vending machines d;fferenﬂy tharn other retail -
methods: Someé states tax sales of tangible personal property in vandmg '
machines and restaurants differently than other retailing methods. This
alternative will minimize fevenue impacts to-the states and prmv:de states wsih
flexibility. e =
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b) Eliminate 312(D)(3)(a) of the Agreement referencing “food sold through
vending machines.” This alternative will tax sales of food in the same manner
regardiess of whether the sale was made through a vending machine or in some
other manner. This alternative is consistent with the Agreement’s underiyfng
methodology for determining which sales of food may be made: taxable (foods
prepared by the retailer} and which foods may be made exempt.

lssue 2 | Caps afad thresholds

Afternatwes, s R

a) . Retain the prohibition agamst caps anci thresholds af Saction 308(3)(3}
appilcabie tm all types of sales including sales ‘made thrcaugh the:use-of vending
machines. Thecap and threshold fimitation is aimed atreducing situations:
where retailers must cap: the application of tax on ‘individual transactions. Sales
made through the use of vending: machines would be treated uniformly and .
would nat be treated dlﬁerentiy than any other type of sales
b) Exciude vendmg machane sates from the caps and threshaids pmhzbnt;on
of Section'308(a)(3). Providing an exception to the caps and threshold
limitations for vending machine sales would not appear to place a burden on: -
multi-state retailers. Sales through the use of vending machines are unique in
that separate: charges for tax are impracticable and the retailers themselves have
lobbied for such varied treatment. . Providing such an exemption would not result
o in changes to tha tax base and weuld be suppgried by the mdustry

lssue 3 Defmit:on of Vendmg Machme _

Aitematwes.

Cay "“No ‘definition’ of vending machine be included:in the Agreement. By not:
requiring a definition of vending machine in the Agreement at this time, the states
would not be required to treat sales through the use of vending machines in a
uniform manner unless that treatment conflicted with another provision ofthe-
Agreament

b} mecie a def' mtaan ef vendmg mac:hme in ihe ﬁ\graemam Ef a definition. . .
of vendtng machine is:provided-in the Agreement, then the states: have.the

choice of either taxing or.exempling items sold through vending machines..

States could also exempt all sales from vending machines.and then impasa -
either an alternate form of tax or licensing requirement on the operators of the.
vending machines.
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Issue 4, Possible addition. to agreement

Suggestion:

a) Add at the end of Section 312, (Uniform Definitions) Paragraph A:
“Furthermore, notwithstanding the foregoing requirements of this subsection or
any other provision of this Agreement, a State may maintain its tax treatment of
sales made through vending machines in the same manner as exists on the
effective date of this Agreement.”

b} Under this provision, member states would be allowed, but not required, to
continue indefinitely their current tax treatment of vending machine sales.
~-{fa memberstate, at anytime in the future, determined that its vending
] exempizen was no longer warranted, it could repeal the exemptmn and tax
vendfng machma foocf i ke all other Qregared food ) _
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I_X. Candy

"Draft Document Not For Publication But For Discussion Purpases Only -
Nothing contained herein represents a final position or opinion of the Streamlined
Sales Tax Project, any of the participating or observing states, or any. member of
their staff. Readers should:neither rely on any information herein nor make any
inferences about final project positions or positions of part;cipatmg or observang _

states or their’ ‘members from the statements contained herein as this is a draft | -

only and may change in response to camments and input from the publfc or

private sector.

STREAMLINED SALES TAX PROJECT
CANDY ISSUE PAPER
issue:

Create a uniform definition of “candy.” that is acceptable to bc:fth state i
governments and industry while simplifying compliance with tax laws

" Discussion:

The Tax Base working group of the Streamlined Sales Tax Pm;ect (SSTP) has .
the goal of providing uniform definitions of taxable items for the new sales. tax
system. The purpose is-to ease the burden on those involved in interstate
commerce by minimizing: the complexities inherent in the current system. The
group intends to develop defi mtfons that will allow all states to sup;)ort and adopt
a new system. - '

To achieve this streamlining, the group proposes to develop uniform definitions
without making determinations about the taxability of those items when possible.
Uniform definitions would lay the groundwork for further uniformity and
simplification while giving each state the flexibility they will: need for
implementation. This approach should also minimize some of the difficulties
anticipated with transition to a new system.

The scope for the working group was to focus on those items for which the
states’ definitions lack clarity and consistency, or where a uniform definition was
specifically requested. Early group discussions centered on what shouid or
should not be considered while formulating definitions. Some thought was given
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to defi nmg tarms only considering simplification and unzformzty w;thaut regard to
any impact of the proposed changes. After further discussion, howsver, the .
group decided that it would have to consider the concerns of all parties affected 3
by these definitions, weighing all substantive factors in order 1o -create an
acceptable | propasai The factors would often include the effacts proposed
changes would have on individual state tax revenues, both positive and negative;
the effects on reiated industries; the effect on the wholesale and retail distribution
chain and consumers.” Early consideration of these fact:ars led the group io focus
on standard defi mtlons not standard taxation rufas _

One of the major to;)!c areas the gmup chose to: focus ‘on was food and within
that, candy was an. item states taxed di erent!y and any tax base selected asa .
uniform  standard for all states fo. follow would affect many states in different
ways ‘There would: be' revenue winners and: losers where ever the line: is drawn. -
Of course, states could redefine the proposed tax base around their tax rates or .
To ihe extant states made such

other eiaments iﬁ thezr care or regulataon,:a:

lndustry, as represented by gmups lke ihe Na __nal Confecﬂoners Assuclatlon :
the Grocery Manufactures of America and the Don’t Tax the Faod Coalition, -
requested that carzdy not be singled eui asa unigue taxable item. Their belief is
that separating. candy” from the" ccmmonly understood- "faod" and “food
products” group runs directly countar to the goal of simp lfymg the burden of tax
compliance. However, ‘this group: recognizes this - opportumty to develep
standard: definitions to- ease the. compliance burden and acccmpfash Qur gcaa§ Of _
-streamim;ng th" pertion O’f the sales tax pfocess : o SR N

The Streaminned Sales and Use Tax Agreement (Agreement) as appraved on
December 22, 2000 (and amended on January 24, 290?) prov;des this deﬂmhon

ofcandy: :
“Candy” means a preparation of sugar honey, ar other naturai or ‘artifi cnalj;

sweeteners in combination with chocolate, fruits nuts, or other mgredzents or
ﬂavonngs in the form of bars, drops, or pieces, Candy shaii not mciude any
preparatlen contalnlng flour and shall require no refngerat;on

Attemat:vas

1). mede no def;mnon for candy and aiiow it ta be taxed as paﬂ of food or faad o
producis . _

2) Amend ihe pmposad defi mtmﬂ w;?:h some other vaﬂai:fan of mgmcﬁents

Effect on States (Detail of what wzli happen in each of the parhc;patmg states
and noﬂpartlc:patzng states when available) See attached Matnx
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Braﬁ ﬁecument Not ?or Pubilcatlon But For Blscusswn Purposas Gnly o
Nnthmg coni'aaned herem represants afinal pﬂsntiori or opinionof the Streamlined
Sales Tax Pre;ect any of the particnpat:ng oriobserving states, or: any member of
their staff. ' Readers should neither rely on‘any information herein nor make any
inferences about final project. positions or positions’ of participating ‘or: observmg
states or thesr members from the statements contained herein as this is a draft
only and may ::hange in response ta ccammenis and mput from the pubhc or
pnvate sector e . _ : -

STREAMLINED SALES TAX PR.JECT e
SGFT DR!NKS 1ssue PAPER
Issue:

Create a unaform defzmtfon_ of “soft drmk " that ;s acceptab¥e to both state
govemments aﬁd zndustry -

”{he Tax Base workmg group of the Streamimed Sales Tax Praject (SSTP) has
the goal of promd;ng uniform daf nitions of taxahie items for the new sales tax
system The purpose is to ease the burden on those invoived in interstate
commerce by minimizing the complexities inherent in the current_ sy_stem The
group- mtencisto develop def nmons that w;li aiiow all states to $u rt and adcpt
-a new system R _ Lo __

To af:.h;eve this stream m;ng, the gmup pmposes to deveiep umform def“ nit;ens
without’ makzng determinations about the taxability of thoss items when’ possib
Uniform ‘definitions would lay the greundwcrk for further - umfmnaty ‘and
simplification while giving each state the fiex;bzhty they “will-“need" ‘for
emplementahon This approach should also. mammlze scme of the é;fficuitles
anncipateé wﬁh transmon to a new sysiem '

The scope for the working group was to focus on those items for which’ the
states’ definitions lack clarity and consistency, or ‘where a’ unifarm defimtlan was
specifically requested. Early group ‘discussions centered on what ‘should’ or
should not be considered while formulating definitions. Some thought was given
to defining terms only considering simplification and uniformity without regard to
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any impact of the proposed charxges Aﬂer further discussion, however, the
group def:;ded that it wouild have to consider the concerns of all parties affected
by these definitions, we;ghmg all” substantwe factors in order to create an
acceptabie prapaﬁai The factors WO d oﬁe_ ! 'ﬁde the effects 'ap_osed

: Ones -ﬁf---.the..maj .:;tapia--a eas _the group c._osa to focus on was food and wnthm _
 that, the subset of beverages How beverages are defined and’ taxed across the
" ‘country serves as one of the better illustrations of the need for uniformity and
simplicity. }_'ha vanafeons -among beyerage defi nmons have led: to variations in
-.the way they are ‘taxed; ‘by states and some Jocal’ entities; this. campfexzty has
historically. created éaﬁisuitaes fcr thcse whe part;cspate in: mierstaie commerce

(See Mai'nx A attached)

The anconsistenc;es w;th beverage cieﬂmtaons start wuth the sub-categanes -
juices, water, alcoholic, milk products, and soft drinks, since most states have a
different appraach to each category. Some of the differences are illustrated i inthe
attached matrix along with the varying treatment for sales in all states. (The
matrix -does -not.cover. taxation at the local level, which would .increase the
number of inconsistencies to’ the state tax.) For def nzhaﬂs cf soft drmks thare ss
vartuaily m standardazat:an among the states ) : S .

3 _Because of th -maﬁy d:fferent approaches to soft drink. taxatlon ‘any tax base

) 'd:fferent 'way There wauld be revenue winners and losers where ever the line
is. drawn. - Of course, st 'c_au!d redeﬂne the pmposed tax base around their

beiief is that separatmg “soft drinks” frcm the c:cmmoniy understood- “food”"énd
“food prndw;ts” group runs éaractly counter fo the goal of simplifying the burden
Hawaver th£s gfoup racogmzes tms c;)pcrtamt‘y ta develop
: i

straamianang this pﬂmch of the saies tax pmness

The Stream lned Sa!es and Use Tax Agreemem (Agreement) as approved on
December 22, 2000 (and amended on January 24, 2001) provides this definition
of softdrinks:

“Soft drinks” means aen-aicchohc beverag% 1hat gﬂntam naiural G?’ amf‘ cfal
swsetenefs Soﬁ drsnks do not mcluda heverages that centam '
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rm standard:for all states to follow would affect maﬂy statesin



1. milk or milk products;

2. soy, rice, or similar milk substitutes; or

3. greater than fifty percent of vegetable or fruit juice by volume.
Alternatives:

:1) Prcvzde no definition for soft drinks and allow them to be taxed as part of food ;
or food products : _

2) Amend the propesed definition with some other varaatloﬂ of zngradients

Eﬁact on States: (i)eta%i of what will happen in each of the partzclpatmg states_
'and nanparticlpating states when avaalabie) See aﬁached Matr;x B
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Multiple Points of Use Form

Draft Document Not For Publication But For Discussion Purposes Only

— Nothing contained herein represents a final position or opinion of: the

' Streamlined Sales Tax Project, any of the participating or observing states,

or any member of their staff. Readers should neither rely on any information
herein nor make any inferences about final project positions or. positions of
participating or observing states or their members from the statements
contained herein as this is a draft only and may change in response to
commants and mput from the public or private sector.

/State®, Form TECA Multipie Points of

\oSeali/ mi?;;gxf,ﬁ) - lUse Exemption Certificate

‘Purchaser's Federal 1D Number - | Purcheser’s Stwe Tdentification Number - [ State | Date
W’sugamme_.

Doing Business As {DBA)

Purchaser's Addsess (Not £.O. Box Nurmber) City L Swe  Zip

Authorized Signaturs | : Da.tc o

Print Name ' Title 3 '!.'clep_.hme Numw :.
E} B%mﬁ:ct

t‘.’} Smglf:?umh&:ie S

&mmi deseription of dlgu‘al good{s) of service{s) purahnsed from seiler:

Information Regarding Muitiple Points of Use Exemption {Zertiﬂtates

Muitiple Points of Use anihnnzanoz; rauy not be used for purchase of utilities, motor vehicles, watercraft, aircmft, tciecammumcanons :
or advettising services, : '

Muitiple Points of Use Exemption Certificates are issued only when the following conditions are eptablished:
1. The purchased digital good(s) or service(s} will be concutrently available for use in more than one jurisdiction.
2 The purchaser is not 2 holder of a state issued direct pay permit. L .

3. Adequate records will be maintained by the purchaser showing the ultimate destination and use of the dlgﬁaf gmd(s} or semce{s}
purchnsed under the authorization of the Multiple Points of Use Exemption Certificate.

£ The purchaser agress 10 pay 18X to sppropriste jurisdiction.
5. Blanket vertificates are valid for a period of one year fom the date of signing.

6. 1f the purchaser does not issue this contificate 1o the seller, then the seller is required to czsiiact the tax for thc state from Whem the
digital good was fiest available for transmission by the seller or where the service was pcrfmncd
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