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To Mr. Ramon J. Hirsig Date: January 6, 2010
Executive Director (MIC 73)
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Randie L. Henryt eputy Director
Sales and Use Tax Department (MIC 43)

Subject: Proposed Revisions to Audit Manual Section 0806.40, Undercover Pour Test,
and Appendix C, Undercover Pour Test Procedures

In accordance with the established procedures for audit and compliance manual revisions,
I am submitting the proposed revisions to Audit Manual (AM) section 0806.40, Undercover
Pour Test, and Appendix C, Undercover Pour Test Procedures, for your approval to forward
to the Board Proceedings Division. These revisions incorporate additional guidance to
auditors when conducting an undercover pour test.

The proposed revisions have been reviewed and approved by SUTD management, provided
to Board Members, and posted at http://www.boe.ca.gov/sutax/staxmanuals.htm on the
Board's website for two months to solicit comments from interested parties. We received no
comments from the public.

A copy of the revised AM section 0806.40 and Appendix C are attached for your reference.
We request your approval to forward them to the Board Proceedings Division for placement
on the next Administrative Agenda as a consent item.

If you have any questions, please let me know or contact Mr. Jeff McGuire at 324-1825.
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Executive Director
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Ms. Freda Orendt (MIC 47)
Mr. Jeff McGuire (MIC 92)
Mr. Kevin Hank (MIC 49)
Ms. Kelly Reilly (MIC 47)
Ms. Erin Little (MIC 46)



UNDERCOVER POUR TEST 0806.40
The prior approval of the District Principal Auditor or Branch Office Supervisor is
reqlLired for an undercover pour test. The auditor is encouraged to perform an
undercover pour test when the taxpayer has indicated on the Bar Fact Sheet
(AM sectiofl ()802.] 51 a pour size that exceeds ·the 1.5 ounces for mixed drinks,
over-the-rocks, and straight shots, and the pour size cannot be verified by other.
means.

When an undercover test is conducted, a complete report must be prepared and
included in the audit working papers. This report should include the date and
time the test was conducted, the name of the bartender, the approximate
number of customers present, the type of drink, how it was measured, and
other pertinent information. When possible, such tests should be done when a
full-time bartender is on duty that has been employed for a significant length of
time. In addition, if possible, the tests should be conducted dUring a period
(i.e.·, hour) that is most representative of the business activity. This may entail·
conducting the test after normal work hours.

It is lllllJOrt.£lflt in eOlldelcting the test for tIle jlu(l"itor to eO·JlgidEH~ tl'lflt tile IlOtlr

(Ji~e llli:ty \TflF:l [leeordil1g to tl1e t~lt)e of (irillli. tlle jJroof of tlle (llcollol .. (111(} tIle
tefllpertlt"llre of the fIr.iIlli. 'rIle tlliditor Sl10ulf} ellso eOllsi.der tll€lt. UJle POllf SII3€
mi,gh.1: '?[lry rleIJeridlrlg VoThf.:~tlle3- or 1.10"t tl]e eust.oll1€r is a ·~regll1[lr Cl:lfJtomei··'. a..Re]

vll"letJ.ler or 1"10t a el.lstO.ll"l€~r is Elri.nliing e:J{eesnive.l~{.
\

TIle reBttlts of tIle test. Sl10U.1E] l)e discussed ,vitil the talif)ayer ariEl/or IJHlt.€!llEler

oJ tllf.' tilDe i.t. in eOll11Jlelecl. To assist the auditor, the procedure to conduct an
undercover pour test is described in Appendix C. Unless an employee of the
Department of Justice or the [)epartnlell1. of Alcoholic Beverage Control (ABCl
accompanies the auditor(s), the taxpayer or bartender may legitimately refuse to
let the alcohol he taken off the premises for testing. _The auditor may contact
the Department of Justice 'or tll~ De])[lrt.Illel11. of l\Jeollol l:lrld BeVer[lge C~oll1.r()l

ABC to obtain their assistance or information (e.g., reports on any prior
undercover tests).

Aft.er all llndercover test is COllcluct.ecI. the reslIlts of tIle test S}1011}(1 tJe
c}iscussee] \1VitIl' t.Ile taxpayer ancl/or lJart.encler at tIle t.inle it. is con11.Jletecl. It is
illl])Ortallt wIlell clllalyzillg tIle reSlllts of tIle test for tIle clllclitor to COllsicler that
tIle lJOllr size lTIay vary accorclillg to tIle tYJJe of (trink, tIle proof of tIle cllcoI1ol,
al]cl tIle te·nllJeratllre of tIle clrillk. Ttle C:ltlditor ShOlllc] also keel) a.n. open mind
al1cl lIse goo(l judgment wlrell tJle 1.ax!J<:lyer asserts that their reglilar pallT size
is larger than the t.est reSltlts. Tllis Inc])' occttr WIle!l tIle taX)Jayer mainl,' serves
reglllar. rel)eat Cllst.ol11ers or tllere are otller infllJencillg varicll)les. sl.lcll as
tllose (lisCllssec] ill AM section 0802.2().



UNDERCOVER POUR TEST PROCEDURES APPENDIX C
Before the Test

1. Choose three auditors to conduct the test It is ll11porte'1l1t that at lea'3t Olle of the
tJrree auclitors lIDS expeliellce in COIIC]llC1iIJg an llnc}erco,Ter lJOur test in alldits of
bars aIlC] restallran1s. The auditor assigned to the audit should not partldpate
in the underrover pour test. One auditor will be assigned as the designated
driver and the same auditor should also oonduct the actual measuring of the
pour size. TIle clesyg1atecl driver ShOlUd chive tile allIer pa11id}Jatillg allditors to
tlleir l"eSJleC!ive hOl11es ll))()11 completion of the test

2. Detennine the days and hours ofthe business operations.

3. Determine a representative day and time to oonduct the test Avoid holidays,
speda1 events, happy hour, and entertainment hours.

4. When the test is condllcttrl after Il()nl1al worl{ hours, (le.'3igrlate a COlltact lJeISOIl

that the atlditors can Te..c:lCll by telepll01le ill case of an ell1ergellCY, preferably an
auclit sUpelvisor or tile DistIict Prtndpal All(litOr.

5. Obtain wrttten approval for the test from the DistIict Principal Auditor or the
Branch OOre SUpeIVisor. TIle \vrttteIl approval nuts! identify tile date, 1inle aIlcl
nanles ofthe partidpants who will concluct tile tU1dercover pour test. .

6. Be SlH'e ahll participants 111l1St -Rave-taJ.{e both their BOE I95Iclentlfication Carel
and a-drtver's lirense with them.

7. Examine the Bar Fact Sheet CAM seetiO!l 0802.15) to detennine the WPe of
drinks sold, and decide beforehand what drtnks wl1l be purchased. Drinks are to
be ordered straight or mixed with onlywater.

8. Have all neressaty equipment available~ equipment list). Be familiar with
the equipment before the test by"perfonning several test runs at the o1D.re.

9. Decide beforehand whether the testing will be done at the bar by the auditors or
sent to a designated lab for results. However, unless an employee of the
Department of Justire or t11€ i'Y~]olic .Be\reFage COll0ulABC aa:x>mpanies the
auditors, the Baf-taxpayer/bartender may legitimately refuse to let the aloohol be
taken off the premises for testing. BOE should not remO\Te an alcoholic
drinl{ for testil1g wit.hout the taxpayer·s COllsellt.

10. It is recomnlel1dec] fila! tile Disllict. Aclmirlis1Jator or DislIict PIind]Ja1 Auditor
contact tile District/Brandl AchlDIlistrator or Supelvisor ofthe local ABC oflire to
discuss tile SlJeCific tests aI1C) ~lsltre there are' no COllf]icts between a BOE
Ullclercover OOlU'" test ancl allY ABC lllvestigation. The achniIlistrator or
suneIVisor of fue local ABC office can properly advise the flOE whether or not to
rescileciule tile llllclerrover test. The telepllone nUlnbers ffild adeJres'3eS of ABC
distrtct offices are locatecl at http://www.abc.ca.gO\T/disUlla11.html.

11. It is also recolll11lendecl that the DistIict AdlllinistI-ator or District PriJ.ldpal
Auditor C011tact. tIle local aut.Ilorities (law ellforcenlentl of the city. or
COlll'lty wllere tIle bllsilless is located to inform tl1em abollt tIle BOE,
wllat HOE aU.clitors clo when COlldllCtillg an llll(ler~uver pour test. ancl to
ObtaiIl a OOl1.taCt persoll or runt l1allle aile] number, in CClSe staff enrollnters a
]Jroblem while rollCluctiIJg a test.



Equipment
1. 4 to 5 ounre graduate

2. Hydrometer (generally a Van Waters &Rogers Inc. #3417-1)

3. Hydrometer Cylinder: 1 1;4 inches in diameter and 10 inches tall. This is used to
float the hy~meter.

4. Thennometer

5. Funnel

6. Temperature Conversion Table

7. Calculator

8. If transporting the oontainer to the lab or delivering the rontainer within 24
hours, the auditor must keep the chinks in a refrigerated rontainer (oooler wlice
or stored in refrigerator).

During. the Test
1. 1\vo chinks wm generally be purchased, one mll and one well chink (a mixed

drink, a straight shot or "on-the-rocks," or a rocktail, ifeither is claimed to have
significant sales volume). When testing is done with a hydrometer. only drinks
mixed with water can be ordered. Pay for the drinks. If the assigned designated
chiver orders a drink (this would be an additional chink); It should be a straight
shot and should not be drunk by the Board of Equalimtion (BOE) employee.
This chink may be used as a "control test" to test the proof listed on the liquor
bottle ifthe testing is to be done by a lab; otherwise it may be included as one of
the chinks used to test the pour size ifthe measurement is done at the business
location. The other two chinks are to be drunk by the BOE employees.

2. Order an identical round of chinks. Pay for drinks. This second Toulle} of
elril1ks is llsec-] for testing purposes only.

3. At this point, identi1Y yourself to the bartender. Infonn the bartender of your
name, where you work, the~nwhyyou are there, and whatyou intend to do
with the drinks (i.e., to test the chinks at the business location or transport the
chinks to a lab). Ifneressary presentyour BOE identlfimtion card.

4. Ask bartender to see the liquor bottles from which the dI1nks were poured. Note
the proofand brand name ofeach chink being tested.

5. If the taxpayer/bartender has agreed to let the BOE employees remove the
drinks from the premises for testing by a lab. pour each drink into a sealable
rontainer for transporting to the lab. When trnnsporting the oontainer to the lab
or delivering the container to the lab within no more than 24 hours, the BOE
employees must keep the rontainer cool by storing it in a refrigerated rontainer
(cooler with ire or stored in a refrigerator). Each rontainer submitted for analysis
must be properly labeled with all the pertinent infonnation (i.e., the proofof the
liquor; jf more than one liquor, list each along with ratios, the taxpayer's name,
pennit number, brand of liquor, the date sample was obtained, the name of the
person obtaining the sample, bartender's name).

6. If the testing is to be done at the business lomtion, request that the bartender
noti1Y the taxpayer and request from the taxpayer/bartender an appropIiate
location to perform the testing. Ifpossible, avoid using a main room or the bar.

7. Remove any ire from the chinks being tested. Do this by pourtng the drink into
the graduate. which has a lip for pouring. Pour drink back into glass through a



funnel to strain off the ire. Dismrd the ire. The rmson for this is to allow the
dI1nk to warm to 60 degrees Fahrenheit. Pour chink back into graduate being
rnrefu1 not to lose liquid.

8. If the dI1nk was ordered 6'S1raight-Up," measure the amount of liquid in the glass.
Place thermometer in the measurement glass. After three to five minutes, rerord the
temperature. Remove. the thermometer and rerord the liquid volume total.· Use
rerorded temperature, recorded proof: and ronversioil table to obtain the <DIreCt
factor. Multiply the factor by the liquid volume total. Reoord you answer as the
measured pour.

9. If chink was ordered on the rocks, chilled, or shaken, pour tap water into
measurement glass until the total amount ofliquid equals,four to five ounres.

,10. Flare thermometer in the measurement glass. After three to five minutes, rerord
temperature. A temperature rorrection factor is used as hydrometers are calibrated
at 60 degrees Fahrenheit Remove the thermometer and rerord the liquid volume
total.

11. Pour the liquid into the graduated c,ylinder.

12. Flare the hydrometer in the c,ylinder. VerHY that the hydrometer is buoyant. If.the
hydrometer is stlll touching the base of the c,ylinder, you wID need to add additional

.water. Waterwill have no effect on the outrome ofthe test

13. Rerord the hydrometer reading. If the hydrometer is some\\'hat difficult to read
bemuse of the capillmy action of the liquid, the reading at the tip of'the capillaIy
cwve has been found to be most acxnrate.

14. Use the total-test volume of liquid multiplied by the hydrometer reading (or
temperature roIreCted hydrometer reading). DMde by the proof: Rerord your
answer as the measured pour.

15. Provide detailed oomments on the results of the pour test with all pertinent
infonnation: 1ype of dIink(s), method of pour, date, time, proof: bartender's name,
auditors' names, etc. The auditor may use the "Results of Underrover Pour Tesf'
fonn or an equivalent fonn at·his or her discretion.

16.Do not forget to clean and dry all equipment.




