'- CITY OF LOVELAND
| REVENUE DIVISION

Medical and Dental Supplies and Equipment

GENERAL INFORMATION

Vendors and manufacturers who sell to medical service providers are considered to be retailers
or wholesalers of tangible personal property and must collect sales taxes on nonexempt sales.
Doctors and dentists (hereafter referred to as doctors) are service providers, and are generally
not considered retailers of tangible personal property. Therefore, they are considered to be the
consumers of the supplies they purchase and use in providing their services, and are taxed on
their supplies under the tax regulation for service enterprises. See Tax Regulation for Service

Enterprises.

EXEMPTIONS

Colorado law provides an exemption from sales tax for certain items used in the medical field.
Not all medical supplies and equipment are exempt.

Exempt items are:

o Prescription drugs.

e Insulin, hypodermic needles and syringes used only for insulin, and glucose used for
treating insulin reactions.

e Blood and urine testing kits and materials.

o Prosthetic devices.

o Wheelchairs and hospital beds.

o Corrective eyeglasses and contact lenses.

o All sales of drugs and materials when furnished to a patient by a doctor as part of
professional services.

o Hearing aids including related accessories such as batteries, testers and hearing aid
savers.

o Therapeutic devices, appliances or related accessories which are sold to correct or treat a
human physical disability or surgically-created abnormality. Any such device with a
retail value of more than $100 must have a written recommendation from a licensed
doctor to be exempt.

Purchases of medical supply items reimbursed by Medicare or Colorado Compensation
Insurance (i.e., Worker's Compensation) are subject to sales tax, unless otherwise exempt by
ordinance. If the vendor accepts Medicare assignment, the Medicare payment to the vendor
includes sales tax and this tax must be remitted by the vendor to the City of Loveland. If the
vendor does not accept assignment, the vendor should remit that portion of the Medicare
payment that represents sales tax, together with the sales tax computed on that portion of the
total charge not covered by Medicare. Purchases of medical supply items reimbursed by
Medicaid are not subject to Loveland sales tax.
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PRESCRIPTION DRUGS

“Prescription” is defined as 'any order in writing, dated and signed by a practitioner, or given
orally by a practitioner, and immediately reduced to writing by the pharmacist, assistant
pharmacist or pharmacy intern, specifying the name and address of the person for whom a
medicine, drug or poison is ordered, and directions, if any, to be placed on the label.’

PROSTHETIC DEVICES

A prosthetic device is defined as an artificial part which aids or replaces a body part or function
and which is designed, manufactured or adjusted to fit a particular individual. "Adjusted to fit a
particular individual" means that the prosthetic device must be altered solely for the use of a
particular person. A one-size-fits-all type of device that can be adjusted by the individual for a
better fit, such as a pair of crutches, would not qualify as a prosthetic device.

Artificial breasts, limbs, eyes, teeth and prescription glasses are examples of purchases which are
considered to be exempt as prosthetic devices. Crutches, canes, walkers and splints do not
qualify for the exemption as prosthetic devices.

THERAPEUTIC DEVICES

Therapeutic devices, appliances, or related accessories which are used to correct or treat a
human physical disability or surgically-created abnormality are sales tax exempt. (Note: Such
devices and accessories with a total retail value of more than $100 must be accompanied by a
written recommendation from a licensed doctor in order to be exempt.) The doctor should
provide the written recommendation to the patient who, in turn, should provide a copy of the
note to the vendor. Because the vendor has the burden of proving the validity of an exemption in
a sales transaction, the vendor needs a copy of the written recommendation to meet the burden
of proof.

A therapeutic "device" is defined as a piece of equipment or a mechanism designed to serve the
special purpose of correcting or treating a human physical disability or surgically-created
abnormality. An "appliance" is defined as a piece of equipment for adapting a tool or machine to
a special purpose. In order to qualify for the exemption as a therapeutic device, an item must be
a piece of equipment or a mechanism. This term suggests a degree of permanence, with the
capability of repeated use, as opposed to a supply item that may be used once and then
discarded. In addition, the item must be devised or constructed for the particular purpose of
healing or curing a human disability or surgically-created abnormality.

Catheters, tracheostomy supplies, heel protectors, boot cradles and support hose are examples
of items that are therapeutic but which do not qualify as therapeutic devices because they do
not meet the definition as equipment.

Hot tubs, spas, whirlpool baths, waterbeds and exercise equipment do not qualify as
therapeutic devices because these items are not designed specifically for therapeutic purposes.
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HOSPITALS

Supplies purchased by hospitals and nursing homes (hereafter referred to as hospitals) can
generally be separated into three groups: 1) supplies used directly by the hospital; 2) patient
supplies that are used on or by the patient and which may be exempt; and 3) patient supplies
that are used by the patient, that are taxable.

The first group would involve many of the same types of supplies used by most businesses, e.g.,
light bulbs, toilet paper, floor wax and office supplies. Some supplies in this category are
peculiar to hospitals, such as x-ray film, hemostats, gowns, masks, linen and scalpels. The City
of Loveland allows charitable, nonprofit hospitals to buy hospital supplies tax free if they
present their tax exempt number at the time of purchase. For-profit hospitals must pay sales tax
when they buy hospital supplies and equipment.

Patient supplies that are exempt are those which are furnished to a patient as part of a doctor's
professional services. Determining what materials are furnished to a patient as part of a doctor's
professional services and defining a therapeutic device have been the two most difficult issues
for suppliers and purchasers to interpret (see section entitled "Doctors’ below). In these
categories the City of Loveland has allowed exemptions for sheepskins, skin staples, ear
syringes, catheters, enema sets, swabs and bandages.

Taxable patient supplies are usually items that would be taxable if the patient bought the same
item outside of the hospital. These would include baby diapers, disposable razors, boxes of
tissues, deodorant, mouthwash, hand lotion (even if medicated), baby bottles, denture cleaner
and adhesive, slippers, shave kits, admission kits, egg crate mattress pads, sanitary pads and
tampons. Sales tax must be collected on the selling price of taxable patient supplies. Hospitals
should present their sales tax number to vendors of taxable patient supplies in order to purchase
such supplies tax free.

DOCTORS

Doctors in private practice would not have charitable status, so most purchases made by doctors
are taxable. Exempt supplies purchased by doctors are only those drugs and materials furnished
to a patient as part of the doctor's professional services. The phrase "furnished by a doctor’ (see
Exemptions section, page 1) means the material must leave the doctor's office with the
patient, as opposed to being used by the doctor and then disposed of by the doctor. Disposable
items used once for one patient and then discarded are considered to be consumed by the
doctor, and are not provided by the doctor to the patient. Such supplies are therefore taxable.

WHEN IN DOUBT, TAX MUST BE PAID

Purchasers of medical supplies should understand that the vendor is liable for sales tax on all
sales, and the vendor has the burden of proof if a sale is exempt from sales tax. The vendor is
required to have adequate records to prove the validity of the exemption. Any time a question
exists as to whether a sale is taxable or exempt; the law requires that the vendor charge the sales
tax and the purchaser pay the tax. The purchaser then may file a Claim for Refund with the City
of Loveland, for a refund of the sales tax paid. The city must then determine the question of
exemption.
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EXAMPLES OF TAXABLE AND EXEMPT ITEMS

The following lists are not necessarily exhaustive but are meant only as examples.

DOCTOR SUPPLIES

Equipment and supplies sold to doctors are generally taxable. The following are supplies
commonly purchased by doctors that are taxable:

Cidex Solution Latex Gloves Tongue Blades
Disinfectant Masks Urine Sample Cups
Disposable Towels Table Paper X-Ray Film

Drape Sheets Thermometers X-Ray Supplies

Supplies that are exempt when sold to doctors if the doctor furnished the item to the patient as
part of the doctor’s professional service:

Adhesive Tape Catheters Lamino Rolls
Bandages Dressing Splints
Casting Material

The following fall under the definition of blood or urine tests, which are exempt:

Chemstrip Hematest Multistix
Dextrostix Strips Microstix Pregnancy Test
Glucostix Mono Dri Dot Test Pregnosticon Test
(mononucleosis) Rhuemonosticon
PATIENT SUPPLIES

Summary of the taxable status of medical supplies and equipment sold or rented to private
individuals:

TAXABLE EXEMPT

Air Compressors (used for respiratory therapy)

Alternating Pressure Pumps/Pads

Apnea Monitors

X | <] <

Aspirators and Suction Equipment

Bath Bench

Canes

Catheters, Urinary and Other

XX < <

Commodes

Continuous Passive Motion Machine

< | X

CPAPS (Adult apnea monitor)

Crutches

Eggcrate Mattresses

Enteral Formula

Enteral Pumps

X XXX | X

Gloves

Glucose Monitors X

Glucose Monitor Supplies X
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PATIENT SUPPLIES continued...

TAXABLE EXEMPT

Hospital Beds

X

Incontinent Supplies

X

Infusion Pumps

Intermittent Pulsating Pressure Breather

IV Poles

Medical Grade Oxygen

Nebulizers

Ostomy Supplies

| < | <

Overbed Tables

Oxygen Concentrators

Oxygen Cylinders

Oxygen Meter

Parenteral Nutrition

| | | <

Patient Lifts

X

Percussors

Pump Cassettes

< | <

Sodium Chloride

Sterile Water

Surgical Supplies

Surgical Tape

Syringes (insulin syringes are exempt)

X XXX | X

TENS unit and muscle stimulator

Toilet Seats

Tracheostomy Supplies

XX

Traction

Transfer Board

Trapeze

Tubing

XXX

Ventilator

Walkers

Wheelchairs

Wheelchair Lifts

X

Drugs requiring a prescription are exempt, all other drugs are taxable.

PATIENT EQUIPMENT

Purchases exempt when used as a therapeutic device; purchases and rental of more than $100

require a doctor’s recommendation:

Alternating Pressure Pumps/Pads
Continuous Passive Motion Machine
Muscle Stimulator

Suction Equipment

Aspirators

Intermittent Pulsating Pressure Breather
Oxygen Equipment

Ventilator
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HOSPTIAL SUPPLIES

Purchases exempt from sales tax if sold to a charitable organization, and taxable if sold to a non
tax-exempt organization:

Cotton Balls Culturette Face Mask

Ice Packs Linen Moisture Barrier
Net Pants Pads Altura Care Room Deodorizer
Rubber Gloves Sanitary Belts Sanitary Pads
Scrub Brush Set Feeding Drip Shroud

Sterile Gown Sterile Towels Swabstick
Thermometers Tongue Blade Tuck Wipes
Under Pads Urine Collector Washcloths

The following are exempt purchases when furnished by a doctor as part of a professional
services:

Bandages Boot Cradle Casting Materials
Catheters Elastic Bandage Gauze
Pressure Roll Splints

Purchases that are not exempt. Hospitals with resale numbers may purchase the following tax
free:

Admission Kits Adult Diapers Baby Powder
Bath Oil Chapstick Commode Pan
Denture Brush Denture Powder Deodorant
Disposable Diapers Disposable Pillows Foot Cream
Garment Bags Ice Bucket Maternity Kits
Pacifier Shampoo Shave Cream
Skin Care Lotion Slippers Soap

Tampons Tissues Toothpaste

THE ABOVE INFORMATION IS A SUMMARY IN LAYMAN’S TERMS OF THE RELEVANT LOVELAND
TAX LAW FOR THIS INDUSTRY OR BUSINESS SEGMENT. IT IS NOT INTENDED FOR LEGAL
PURPOSES TO BE SUBSTITUTED FOR THE FULL TEXT OF THE LMTC (LOVELAND MUNICIPAL TAX
CODE) AND APPLICABLE RULES AND REGULATIONS.

Civic Center 500 East Third Street STE 320 - Loveland, Colorado 80537 « (970) 962-2698 « FAX (970) 962-2994
EMAIL: Tax@ci.loveland.co.us « INTERNET: http://www.ci.loveland.co.us/finance/salestax/salestax.htm
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