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Attend the 

34th INTERNATIONAL 
TURFGRASS CONFERENCE 

AND SHOW 
El Cortez Hotel 

SAN DIEGO, CALIF. 

February 6-15, 1963 

See and participate in the: 

EDUCATION CONFERENCE 
Four days of eye-opening, brain 
stretching speeches and demonstra-
tions by leading agronomists, super-
intendents and other turf experts 

"GREATEST SHOW IN TURF" 
Exciting exhibits by scores of manu-
facturers who provide tools and sup-
plies for the golf business 

LADIES' PROGRAM 
Gay, entertaining week-long activi-
ties for the REAL superintendents 

TOURS OF ALL KINDS 
Nurseries and golf courses . . . and 
Hawaii, California and Las Vegas! 

ANNUAL GCSAA GOLF TOURNEY 
Guest and exhibitor flights, too 

For more information write to: 

GOLF COURSE SUPERIOTEflDEIlIS 
HSSOCIflTIOn Of flmERICfl 

P. O. Box 1385 

Jacksonville Beach, Florida 

No Service Charge Tax 
if Minimum Spending 
Isn't Required by Club 
I n a ruling made about a year ago cover-

ing the touchy excise tax-service charge 
issue, the Internal Revenue Service con-
ceded that the dues tax imposed by sec-
tion 4241 (a)(1) of the IRS Code does 
not apply to service charges for food 
and drink when a club doesn't require 
that a fixed sum must be spent by a 
member in the restaurant and bar. 

The Midwestern club that made the re-
quest for the ruling was one of several in-
volved in another tax case (Golfdom, Oct., 
1962, p. 25) in which the IRS made an 
administrative settlement outside of court 
where a required purchase in contrast to 
a required contribution was being tested. 

In the present case, the club submitted 
a variable monthly charge schedule to the 
revenue service and asked that it be de-
clared not subject to a 20 per cent excise 
tax because of its non-compulsory nature. 

The service charge schedule follows: 
$20 added to the restaurant-bar ex-

penditure by a member if the monthly 
sum spent by him is less than $10; 

$16 added for less than $20 expendi-
ture; 

$12 added for less than $30 expendi-
ture; 

$8 added for less than $40 expenditure; 
$4 added for less than $50 expenditure; 
5 deducted from expenditures over $75; 
$10 deducted from expenditures over 

$100. 
Cites Fixed Charges 

In making its plea for tax relief in this 
case, the club pointed out that the opera-
tion of its restaurant and bar poses prob-
lems different from those of comparable 
public establishments. Its patronage, it 
said, is restricted to members and their 
guests, and use of the dining and drink-
ing facilities is dictated largely by the 
availability of golf and swimming facili-
ties. There are certain fixed charges such 
as for the salaried staff, fringe costs, de-
preciation, property tax, heat, etc. that con-
tinue, the club pointed out, regardless 
of the volume realized from the restau-
rant-bar operation. 

Effective financial operations of the 
taxpayer and simple good business prac-
tice, the club further contended, make it 



General Manager Martin Berry (center) and the 
Westchester CC did such fine jobs in playing 
hosts to the Metropolitan PGA tournament last 
fall that Mike Turnesa (r), tourney chairman, and 
Jack Mallon, pres. of the section, showed their 
appreciation by presenting a plaque to the club. 
Dave Marr beat Doug Ford in a playoff to win the 

Met title. 

necessary that the cost of fixed charges 
be met out of what remains from operat-
ing revenue after the purchase of food, 
liquor, linens and miscellaneous items 
plus the cost of extra help is deducted. 
The proposed service charge, the club 
said, is devised to recover necessary fixed 
costs and serve as an inducement for a 
member to increase his patronage of club 
facilities. As an example, it was pointed 
out that if a member had spent $10 in any 
given month he might as well spend up to 
another $10 to take advantage of a $4 
reduction in his service charge. 

IRS Explains Waiver 
In waiving a claim to excise tax on the 

service charge, the Internal Revenue 
Service said that the total amount paid 
by a member of the club in question for 
food and drink would not be a required 
minimum expenditure for such items; nor 
would it be required as a condition of 
membership. However, the IRS reiterat-
ed, as it has so many times, that the tax 
applies to any amount required to be paid 
where the member's purchases of food 
or drink are less than certain designated 
amounts. 

Precedence for the latter stipulation was 
made clear in 1958 when IRS ruled that 
minimum charges to members of Congres-
sional CC in Washington had to be kept 
on a voluntary basis if they were to be 
excise tax free. 

After the government had ruled favor-
ably, the district association to which the 

Ideal for locker rooms, washrooms, lobbies, 
back of counters, at dr ink ing founta ins , 
a n d for carpet protection. Affords u n -
equaied resistance to scoring, dent ing a n d 
p u n c t u r i n g . G o o d s c r a p e a g e f o r d i r t 
removal when used at entrances. Easy to 
clean. Sides beveled. A variety of colors 
and widths. 

Send for catalog sheets and prices. 

A M E R I C A N M A T 
C O R P O R A T I O N 

1802 A d a m s Street • Toledo 2, Ohio 

'America's Largest Specialists in Floor Matting" 



A MECCA 

FOR GOLFERS 

the Famous Scottish Resort 

TURNBERRY 
HOTEL 

Ayrshire 
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with its championship Ailsa and Arran Golf 
Courses, venue of the 1963 Walker Cup Match, 
overlooking the sea and in the heart of the Burns 
Country, near Culzean Castle. Also a miniature 
golf course, tennis courts, indoor swimming 
pool and a private cinema. Dancing. 
OPEN ALL T H E YEAR 
Turnberry Hotel is adjacent to the international 
airport at Prestwick. 
Full details may be obtained from the Resident 
Manager, Turnberry Hotel, Ayrshire, Scotland, or 
from British & Irish Railways Inc.; 
New York: 630 Fifth Avenue. Los Angeles: 
510 West Sixth Street, Chicago: 39 South La Salle Street, 
Toronto: 4 King Street (West). Vancouver: 409 Granville 
Street. 
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above club belongs, drew up two suggest-
ed schedules for determining variable 
monthly service charges. Here is a sum-
mary of them: 

Schedule I — Determine the break-
even level, variable profit margin and 
constant cost level by one of these 
three methods: 

(a) Comparison with previous years . . . 
Measure increase in cost dollars and per 
cent of sales dollars. Eliminate known 
price increase factors. Use such an indi-
cation of variable nature to restate the 
prior years' operations, applying the var-
iable rate to volume determining variable 
costs. Deduct from total to derive the 
constant. 

(b) Selective cost method . . . Visually 
scan three or four years of comparative 
figures (ratios can be used). Select a rea-
sonable constant level in each cost item 
or, if it can be done, on total expense. 
The remaining portion of the operating ex-
pense constitutes the variable element. 

(c) Comprehensive cost analysis . . . 
This isn't recommended because of its 
complexity. It involves an item by item 
study as to variable, constant character. 

Schedule II — Determine necessary 
sales to the member by the month. 

(a) Show constant cost, divided by 
number of members. Divide this by num-
ber of months of operation. This is the 
amount required each month from each 
member to cover the constant cost of 
operation. 

(b) Determine the amount of profit con-
tribution required from the operation after 
operation costs are met. 

(c) Using your own variable rate, mul-
tiply the necessary monthly sales level by 
your variable rate. This is the service 
charge for the lowest level of use. 

(d) Determine the steps brackets — 
$5 or $10 a step. 

(e) Decrease each subsequent bracket by 
the amount of the step times the variable 
rate. 

Reduce P lay ing Time 
In W a l k e r Cup Matches 

When U.S. and British Walker Cup 
teams meet May 24-25 at Turnberry in 
Scotland, matches will be played at 18 
rather than the traditional 36 holes. The 
USGA and Royal and Ancient recently 
agreed on the reduction in playing time. 
The U.S. team for the 1963 matches will 
be announced at the USGA's annual meet-
ing in New York this month. 




