This rule was in effect 1/16/88-6/16/94

WAC 458-20-168  HOSPITALS, MEDICAL CARE FACILITIES, AND ADULT FAMILY HOMES. 

(1) DEFINITIONS. 
(a) The term "hospital" means only institutions defined as hospitals in chapter 70.41 RCW.
(b) The term "nursing home" means only institutions defined as nursing homes in chapter 18.51 RCW.
(c) The term "adult family home" means private homes licensed by the department of social and health services as adult family homes (see WAC 388-76-030(2)), and those which are specifically exempt from licensing under the rules of the department of social and health services.  (See WAC 388-76- 140.)
(2) BUSINESS AND OCCUPATION TAX.  The gross income derived from personal and professional services of hospitals, nursing homes, convalescent homes, clinics, rest homes, health resorts, and similar health care institutions is subject to business and occupation tax under the service and other activities classification.  The retailing business and occupation tax applies to sales by such persons of tangible personal property sold and billed separately from services rendered.
(3) EXEMPTION.  The gross income derived from personal and professional services of adult family homes which are licensed as such, or which are specifically exempt from licensing under the rules of the department of social and health services, is exempt from the business and occupation tax effective June 9, 1987.
(4) DEDUCTIONS. 
(a) Hospitals operated by the United States or its instrumentalities or the state of Washington or its political subdivisions may deduct amounts derived as compensation for medical services to patients and sales of prescription drugs and medical supplies furnished as an integral part of such services.  (See RCW 82.04.4288.)
(b) Other hospitals operated as nonprofit corporations as well as nursing homes and homes for unwed mothers operated as religious or charitable organizations may also deduct the amounts described in subsection (a) above (see RCW 82.04.4289), provided that:
(i) No part of the net earnings received by such an institution inures, directly or indirectly, to any person other than the institution entitled to deduction hereunder; and
(ii) No deduction will be allowed under (a) of this subsection, unless written evidence is submitted to the department of revenue showing that the hospital building is entitled to exemption from taxation under the property tax laws of this state.
(c) In computing tax liability there may be deducted from gross income so much thereof as was derived from bona fide contributions, donations and endowment funds.  (See WAC 458-20-114.)
(5) RETAIL SALES TAX.  Retail sales which are subject to retailing business tax, as provided earlier, are also subject to retail sales tax.
(6) EXEMPTIONS.  Sales of drugs, medicines, prescription lenses, orthotic devices, medical oxygen, or other substances, prescribed by medical practitioners are exempt of retail sales tax where the written prescription bearing the signature of the issuing medical practitioner and the name of the patient for whom prescribed is retained, and such sales are separately accounted for.  Sales of prosthetic devices, hearing aids as defined in RCW 18.35.010(3), and ostomic items whether or not prescribed are also exempt of sales tax.  See WAC 458- 20-18801.
(7) Sales of medical supplies, durable equipment, and consumables, but excluding prosthetic devices and ostomic items, to hospitals and nursing homes for their own use in providing personal or professional services are subject to the retail sales tax, irrespective of whether or not such hospitals or nursing homes are subject to the business tax.
(For tax liability of hospitals on sales of meals, see WAC 458-20-119 and 458-20-244.) 

[Statutory Authority:  RCW 82.32.300.  88-01-050 (Order 87- 9), §458-20-168, filed 12/15/87; 87-05-042 (Order 87-1), §458-20-168, filed 2/18/87; 83-07-033 (Order ET 83-16), § 458-20-168, filed 3/15/83.  Statutory Authority:  RCW 82.01.060(2) and 82.32.300.  78-07-045 (Order ET 78-4), § 458-20-168, filed 6/27/78; Order ET 74-2, §458-20-168, filed 6/24/74; Order ET 70-3, §458-20-168 (Rule 168), filed 5/29/70, effective 7/1/70.]



