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California’s Hidden Fees Law: What Businesses
Need to Know About Pricing Compliance

Under California’s “Hidden Fees Statute,” also known as SB 478 or the “Honest
Pricing Law,” most businesses advertising prices to consumers must show the full
price a customer will be required to pay. There are limited exceptions for certain
government-imposed taxes and reasonable shipping costs.

The law targets “drip pricing.” That is the practice of advertising one price, only
for the consumer to discover later that mandatory fees have been added. The
rule sounds simple: the price the consumer sees should be the price the
consumer pays. But many businesses are finding it more complicated than it
first appears.

What the Hidden Fees Statute Requires

SB 478 amended California’s Consumer Legal Remedies Act. It makes it
unlawful for covered businesses to advertise, display, or offer a price that does
not include all mandatory fees or charges, subject to those exceptions.

The law does not dictate what businesses charge. A business can structure its
prices as it chooses, including recovering costs through fees. But a mandatory
fee generally must be included in the advertised price.

A business can still itemize the components of the price. It may advertise a
total price and explain that it includes a service, facility, or platform fee. It
generally cannot advertise a lower price and add a mandatory fee later.

Which Businesses Are Covered

The law applies broadly to the sale or lease of most goods and services for a
consumer’s personal use. Attorney General guidance cites event tickets, short-
term rentals, hotels, and food delivery platforms as examples.

Some transactions are subject to other pricing rules. SB 1524 also created a
limited exemption for mandatory fees charged by restaurants, bars, food
concessions, grocery stores, grocery delivery services, and certain banquet or
catering services. The exemption applies only if the fee is clearly and
conspicuously disclosed, with an explanation of its purpose, wherever covered
prices are displayed.

The Practical Question: What Kind of Fee Is It?

The key compliance question is often what kind of fee a business charges. A
fee may be mandatory or optional. It may be imposed by the government or be
a business cost. It may also depend on the customer’s later conduct, the
payment method, or the purchase channel. Each fee should be evaluated
separately.

Taxes and Shipping Costs

The clearest exceptions are government-imposed taxes or fees and
reasonable shipping costs. A business generally does not need to include
sales tax or certain other government-imposed charges in the advertised price.
The same is true of reasonable shipping costs for physical goods. These costs
often depend on variables, like location or delivery method, that are unknown
when the price is first advertised.

But businesses should not stretch these exceptions too far. The Attorney
General’s guidance distinguishes shipping from handling. Shipping charges
may be excluded, but mandatory handling charges generally may not.

Optional Fees

Optional fees generally do not need to be included in the advertised price.
Examples include an add-on service, upgrade, warranty, or feature the
customer chooses. The key is whether the customer can actually complete the
transaction without paying the fee. Fees based on later conduct, such as late
fees or damage charges, generally are not mandatory either.

Credit Card Processing Fees

Credit card processing fees require more care. Generally, a business need not
include such a fee in the advertised price if the customer can avoid it by paying
another way, such as cash or check. But some businesses only accept credit
cards, and some transactions can only be completed by card. In those cases, the
fee may effectively be mandatory and may need to be included.

Online Platform or Convenience Fees
Platform, convenience, and ticketing fees are a common source of confusion.

Consider a business that sells event tickets for $47 at the box office. Online, it
charges a $3 platform fee, for a total online price of $50.

If the $3 is an avoidable credit card fee, the business may have a stronger
argument for excluding it. If it is @ mandatory platform or convenience fee, the
business should likely not advertise the online ticket as $47.

A clearer approach would be to disclose both prices: “Tickets are $47 at the
box office and $50 online, including the online platform fee.” An advertisement
saying “Tickets are $47, unless purchased online, in which case additional
fees apply” is unlikely to be sufficient. If the business knows the online price is
$50, that all-in price should be disclosed. This may clutter printed materials,
but it serves the statute’s purpose: preventing consumers from learning later
that a required charge increases what they must pay.

Where and How the Price Should Be Disclosed

The safest approach is to make the all-in price clear and conspicuous
wherever the price is advertised, displayed, or offered. On a website, the full
price should appear when the price is first shown, not merely at the final
checkout screen. It should not be buried in terms and conditions or hidden
behind a link. At checkout, it is good practice to place the total and any fee
explanations near the purchase button.

A Practical Approach to Compliance

Businesses can begin their compliance review with a few practical questions.
First, where do we list prices? This includes websites, printed materials, social
media, email, marketplaces, booking platforms, menus, signs, and
advertisements.

Second, what fees are added after the initial price is shown? These may
include service, processing, handling, or administrative fees.

Third, is each fee mandatory or optional? If the customer must pay it to complete
the purchase, it likely needs to be included unless an exception applies.

Fourth, does the fee fall within a recognized exception?

Fifth, do different purchase channels have different all-in prices? If so, each
may need to be disclosed.

Finally, is the disclosure clear to an ordinary consumer?

Conclusion

The guiding principle of California’s Hidden Fees Statute is simple: if a fee is
mandatory, it generally needs to be included in the price the consumer sees,
unless a specific exception applies.

Regulators and private plaintiffs are undoubtedly paying attention. Businesses
that fail to comply may face enforcement inquiries, demand letters, or litigation.
The best way to avoid scrutiny is to make pricing as clear as possible before a
customer decides to buy.

As with all consumer protection laws, the details really matter. Businesses with
questions about specific fees, pricing structures, or advertising materials
should consult counsel to evaluate how the law applies to their particular
circumstances.

For companies navigating evolving regulatory en-
forcement, Shawn Collins balances business ob-
Jjectives with enforcement risk. Focusing on
privacy and consumer protection defense, Shawn
provides proactive compliance counseling to re-
tailers, telecommunication providers and other
consumer-facing companies. When enforcement
actions or inquiries arise, clients rely on his experi-
ence before the Federal Trade Commission, Con-
sumer Financial Protection Bureau, Department of
Justice and state attorneys general in single and multistate actions.
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This is Snell & Wilmer today. We're a firm
consumed by unparalleled commitment
to our clients, communities, and the
extraordinary people here who make it all
possible.

We’re celebrating over 35 years in
Orange County. With a dominant footprint
in the Western United States, we're not
just keeping pace; we're making waves to
create the future for our clients and we
are building it for the long term.
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Patent Considerations and Invention Disclosure in the Age of Al

Generative Al tools have become routine for many inventors, who use
them to summarize technical concepts, refine descriptions, and
prepare documents. However, entering invention details into these
tools may adversely affect patent rights, a risk of which many
inventors (and companies by which they are employed) may be
unaware.

To be patentable, among other requirements, an invention must be
novel and non-obvious as of its priority date, typically the patent
application filing date. Information made public before that date may
constitute “prior art” against the invention. Prior art may include
patents, publications, products in public use or on sale, and
information shared with a third party under no obligation of
confidentiality.

Emily McCorry

Entering invention details into a consumer Al tool sends that
information to a third-party provider. The terms of service for free
versions of Al tools often allow the provider to store those details and
use them to train future models. This could be treated as a public
disclosure of the invention, particularly if the entered information
contains sufficient detail for a skilled person to reproduce the
invention.

In the United States, inventors generally have one year after their own
public disclosure to file a patent application, so a prompt containing
invention details could start that clock. Many foreign jurisdictions,
including Europe and China, apply a standard of “absolute novelty,” under which any public
disclosure before filing may constitute a bar to patentability.

Jason Gersting

Although no court has yet ruled whether an Al prompt constitutes an invalidating public
disclosure, the analysis may turn on the particular provider’s terms. Consumer tools that train
on prompts may be viewed differently than enterprise versions offering more robust
confidentiality assurances.

Inventors and companies may wish to discuss these risks with a patent attorney before
entering technical details into any Al tool. Topics to raise may include the provider’s terms of
service, enterprise options with confidentiality protections, and how Al use could affect
attorney-client privilege more generally.

Emily McCorry and Jason Gersting are attorneys in Snell & Wilmer’s intellectual property
practice. They can be reached at emccorry@swlaw.com and jgersting@swlaw.com.
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Raines Feldman
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Elite Trusts &
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Beyond the Balance Sheet: Year-End Considerations

for Protecting Wealth and Legacy

For many business owners, building wealth takes decades.
Preserving it across generations requires the same level of discipline,
planning, and intentional decision-making.

As year-end approaches, it can be a natural time to consider whether
your estate and succession plans still reflect your family circum-
stances, financial position, and long-term objectives. For families and
businesses that experienced meaningful changes during the year,
several areas may warrant review.

Estate planning. Estate planning documents should evolve
alongside changes in family, business, and financial circumstances.
Trusts, for example, can serve purposes beyond transferring assets,
including protecting beneficiaries, supporting long-term stewardship,
and establishing a framework for generational wealth.

Lifetime gifting. Federal gift and estate tax exemptions can create
opportunities to transfer wealth during life. Depending on the
circumstances, gifting appreciating assets to family members or trusts
may shift future growth outside a taxable estate. The assets selected,
timing, valuation, and applicable tax rules can all affect the analysis.

Charitable giving. Gifts of appreciated assets, donor-advised funds,
and certain charitable trusts may help families advance philanthropic
objectives while potentially providing tax benefits. Year-end timing can
be an important consideration.

Business succession. When a closely held business represents a
substantial portion of family wealth, questions of future ownership,
management, liquidity, and potential transition events can have
significant estate and tax implications.

Michael J. Tang is
a Partner in the
Wealth
Preservation, Tax &
Succession
Planning practice
at Raines Feldman
Littrell LLP. He
maintains a broad
trusts and estates
practice advising
ultra-high-net-worth
individuals and
families on all
aspects of income,
gift, and estate tax
planning.

Advisor coordination. Estate planning attorneys, accountants, and financial advisors can
provide more effective guidance when working from a shared understanding of a family’s

assets, business interests, and objectives.

Year-end planning is ultimately about more than taxes. It is an opportunity to consider whether
the structures surrounding your wealth, business, and family remain aligned with the legacy

you intend to build.
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