
STATE OF

STATE TAX

NEW YORK

COMMISSION

In the Matter of the Petitl.on
o f

Craftmatlc Comfort Manufacturing Corp.

for RedeternLnatlon of a Deficiency or Revlsion
of a Determinatlon or Refund of Sales & Use Tax
under Artl.cle 28 & 29 of the Tax Law for the
P e r i o d  3 / I / 7 8  -  2 / 2 8 / 8 r .

AFFIDAVIT OF UAILING

State of New York :
s a .  :

County of Albany :

David Parchuck, belng duly sworn, deposes and says that he ls an employee
of the State Tax Conrmlsglon, that he is over 18 years of age, and that on the
14th day of Marchr 1985, he gerved the withln notice of Decisl.on by certLfled
mail upon Craftmatic Comfort Manufacturing Corp., the petitloner ln the wlthln
proceeding, by encloslng a true copy thereof ln a securely sealed postpald
!ilrapper addressed as follows:

Craftnatlc Comfort Manufacturing Corp.
1726 Wtnchester Rd.
Bensalem, PA f9020

and by depositing same enclosed ln a postpaid properly addressed wrapper Ln a
post office under the exclusive care and custody of the Unlted States Pogtal-
Service wlthln the State of New York.

That deponent further says that the sald addreasee ls the Petltl.oner
herein and that the addresa set forth on sald wrapper ls the last knoltrr address
of the pet l t ioner.

Sworn to before me thls
14th day of March, 1985.

o



STATE OF NE!il YORK

STATE TAX COMMISSION

In the Matter of the PetitLon
of

Craftnatic Comfort Manufacturlng Corp.

for RedeterminatLon of a Deficiency or Revislon
of a Determination or Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
P e r L o d  3 / 1 1 7 8  -  2 / 2 8 1 8 1 .

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

Davld Parchuck, being duly sworn, deposes and says that he Ls an employee
of the State Tax Comission, that he is over 18 years of ager and that on the
14th day of March, 1985, he served the wlthln notLce of Decl.slon by certifl.ed
mall- upon Harvey Shapiro, the representatlve of the petJ.tloner Ln the wtthl-n
proceeding, by enclosl-ng a true copy thereof in a securely sealed postpaLd
lrrapper addressed as follows:

Harvey Shaplro
Mesirov, Gel-man, Jaffe,
The Fidelt ty B1dg.,  723
Phll-adelphl-a, PA 19109

Cramer & Jamleson
S.  Broad St .

and by deposlting same enclosed in a postpaid properly addressed wrapper in a
post offlce under the exclusive care and custody of the Unlted States Postal
Servlce wlthin the State of New York.

That deponent further says that the sald addressee ls the representatlve
of the petitloner hereln and that the address set forth on sald ltrapper ls the
last known addrees of the representatlve of the petitloner.

Sworn to before ne this
l4th day of March, 1985.

rl-zed to
pursuant to Tax



S T A T E  O F  N E W  Y O R K
S T A T E  T A X  C O M M I S S I O N

A L B A N Y ,  N E W  Y O R K  T 2 2 2 7

March 14, 1985

Craftmatic Comfort ManufacturLng Corp.
1726 Wlnchester Rd.
Bensalem, PA 19020

Gentlemen:

Please take notice of the Decislon of the State Tax CornmLsslon enclosed
herewith.

You have now exhausted your right of review at the admlnLstratlve level.
Pursuant to seet ion(s) 1138 of the Tax Law, a proceedlng ln court  to revLew an
adverse declsion by the State Tax ConmLsslon nay be lnstLtuted only under
Article 78 of the Civil Practice Law and Rules, and must be comenced in the
Suprene Court of the State of New York, ALbany County, wlthln 4 nonths fron the
date of this not lce.

Inqulrles concernlng the computatLon of tax due or refund allowed in aecordance
with thls declslon may be addressed to:

NYS Dept. Taxatlon and FLnance
Law Bureau - Lttigation Unlt
Butlding /19, State Campus
Albany, New York 12227
Phone /l (518) 457-2070

Very truly yours'

STATE TAX COMMISSION

cc: Pet i t lonerrs Representat ive
Harvey Shaplro
MesLrov, Gelman, Jaffe, Cramer & Jamieson
The F tde l l t y  BLdg. ,  123 S.  Broad St .
Phi ladelphia, PA 19109
Taxlng Bureaur s Representatlve



STATE OF NEW YORK

STATE TN( COMMISSION

:
In the llatter of the Petitton

o f
:

CRAFTMATIC COMFORT I'fANUFACTURING CORP. DECISION
:

for Revision of a Determlnation or for Refund
of Sal-es and Use Taxes under Articles 28 and 29 z
of the Tax Law for the Perlod March 1, 1978
through February 28, 1981. :

Petitioner, Craftmatic Confort l"lanufacturing Corp. , 1726 Winchester Road'

Bensalem, Pennsylvania 19020, filed a petition for revlsion of a determinatlon

or for refund of sales and use taxes under Articles 28 and 29 of the Tax Law

for the perlod March 1, 1978 through February 28, 1981 (Fl l -e No. 36993).

On August 15, 1984, petltioner filed a walver of fornal- hearlng and

requested that this matter be decided by the State Tax Commlsslon on the basls

of the entlre file and a stipulation of facts which was submltted on September 28'

L984. After due consideratlon, the State Tax Conmlsslon renders the fol-l-ortlng

decislon.

ISSUE

Whether sales of adJustable beds by petitloner were exempt from sales and

use tax as medlcal equlpnent lrlthin the neaning and intent of section 1115(a) (3)

of the Tax Law.

FINDINGS OF FACT

1. On February 19, L982, as the result  of  a f ie l-d audit ,  the Audit

DivLsion lssued a Notlce of Determination and Demand for Paynent of Sales and

Use Taxes Due against petltioner, Craftmatlc Comfort llanufacturtng Corp., ln
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the  amount  o f  $103,905.52 ,  p lus  ln te res t  o f  $21 '593.73 ,  fo r  a  to ta l  due o f

$125,499.25 for the period March 1, 1978 through February 28, 1981.

2. Petitioner had exeeut,ed consents extendlng the period of linltatlon

for asses-sment of sales and use taxes due for the perlod March L, 1978 through

February 28, L979 to June 20, L982.

3. Petltloner ls a corporation organized under the laws of the Comonwealth

of Pennsylvania with lts principaL place of buslness ln Bensa1em, Pennsylvanla.

Pet i t ioner ls a wholesaler and retai ler of  electr ical ly adjustable beds which

it purchases from Goodman Manufacturingr Inc. The Craftmatlc bed can be

adapted to a number of positions and has, among other features, an electric

control  console.

4. Pet i t ioner has two markets for l ts beds. They are sold to the geaeral

publ- ic as ' rcomfortrr  beds. Pet i t loner also sel ls them, pursuant to doctorfs

prescrlptions, to indivlduals for whom the beds are an lntegral part of their

nedical therapy. In the Latter cases, the beds can be speclally equipped wlth

side rails, trapeze bars, sockets for lntravenous rods and sinilarmedlcal

eguipment to acconmodate an individual patientrs needs. Durlng the perlod ln

lssue, pet l t loner did not col lect sales tax on any of i ts sales to New York

residents made pursuant to a doctorrs prescrlptlon. Approxlmately 25 Percent

of the beds soLd durLng the audlt period were sold nedlcally equipped purauant

to a physieianrs prescr lpt lon.

5. on audit ,  the Audit  Divis ion ut l l lzed a test per iod, agreed to by

petitioner, to determlne additional tax due. The auditor determined additionaL

tax due tn the amount of $103,905.52 broken down as fol lows:

Dlsallowed exempt sales of nedical
equlpnent

Improper jurisdictional reporting
Dlsallowance of refunds of sales

$79 ,272 .74
$LL ,L96 .72
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t€rx to custoners $ 6, 718. 03
Tax co l lec ted  and no t  remi t ted  $  61718.03

The $79 1272.74 tax due on disal lowed sales of medical  equipnent lnvolved seles

of petitionerts adJustabl-e beds. Petitioner has not raised any arguments with

respect to the other portlons of the assessment.

6. In wri t ing their  prescr ipt ions, physlcians refer to Craftmatic beds as

trhospLtal bedsrr. The lJorkmenfs Q6mFensatlon Board of New York has approved the

expenditure of funds for the purehase of Craftnatlc beds pursuant to physlcianst

prescriptlons as ttnecessary and rel-atedrr to the treatment of a covered medical-

condition. Medlcare has approved the expenditure of funds for the purchase of

Craftuatic beds as frmedlcalJ-y necessarytt equlpment. Varlous tnsurance companles

have llkewlse approved the expendlture of funds for the purchase of Ctaftmatlc

beds when prescr ibed by physicians.

7. On Aprl l  51 1984, the New York State HeaLth and HospLtals Corporat ion

lnvi ted pet i t loner to subnlt  a proposal for 50 of l ts adjustable beds with

accessorles to be used as hospital beds. Pet,it,l-oner applled to the Food and

Drug Adninistration ("FDArr) for approval- of the Craftmatic AdJustable Bed as an

FDA approved rrmedical devlcer'. The FDA approved the adJustable bed as a

rrmedlcal devicerr. Moreover, the FDA also determined that petitloner lras a

"reglstered medical device estabLishmentrr. Pursuant to its approval of the bed

as a medical device, the FDA authorized petltloner to nake the fol-lowing

atatements in Lts promotional material to the general publlc:

I'The Craftnatlc Electric AdJustable Bed with optlonal heat
massage nay be helpful in the;

1. Rel ief  of  lower back pain.

2. Relief of every day aehes and pains.

3. Treatment of hLatal hernia.
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4. Increase ln blood clrculation of the legs.

5. Reduction of edema or swelLing of the leg.

CONSULT YOUR PHYSICIAN BEFORE PURCHASING A CMFII"IATIC
ADJUSTABLE BED FOR ANY OF THESE PURPOSES.II

CONCLUSIONS OF LAW

A. That sectlon 1115(a) (3) of the Tax Law exempts the followlng fron

sales and use tax:

ttDrugs and medlcines lntended for use, internally or externalLy'
ln the cure, nitigation, treatment or preventlon of il lnesses or
di-seases ln human belngs, medlcal equlpment (includlng component
parts thereof) and supplies requtred for such use or to correct or
a l lev ia te  phys lca l  incapac i ty r . . . r r .

B. That 20 NYCRR 528.4(e) provldes in part :

"(e) Me{ical equlpment. (1) Medlcal equlpment means machlnery,
apparatus and other devlces (other than prosthetic alds, hearlng
aids, eye glasses and artificlal devices which quallfy for exemption
under sect ion t f15(a) (4) of  the Tax Law), which are Lntended for use
ln the cure, ni tLgat ion, t reatment or prevent lon of l lLnesseg or
diseases or the correct lon or al levlat lon of physlcal  incapacity ln
human beings.

(2) To qualify, such equlpment must be prinarily and eustomarily
used for nedical purposes and not be generally useful ln the absence
of i l lness, inJury or physical  incapacity.r '

C. That,  al though 25 percent of pet l t ionerts sales of adJustable beds are

for nedical purposes, in 75 percent of the sales the beds are sold for nonmedlcal

purposes, specifically, as a bed deslgned to be more comfortable than a standard

bed. Inasmuch as the beds are not rrprinarilyrt

are generally useful in the absence of il lness,

used for nedical purposes and

lnjury or physical incapacityt

they do not qualify as medicaL equlpment withl-n the meaning and lntent of

section 1115(a) (3) of the Tax Law and 20 NYCRR 528.4(e) and are thus not exemPt

from sales and use tax.
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D. That the petltion of Craftnatic Confort lvlanufacturing

and the Notlce of Determlnatlon and Denand for Payment of Sales

Due issued February 19, 1982 is sustalned.

DATED: Albany, New York STATE TAX COMMISSION

MAR 14 1995

."; .  is

and Use

denled

Taxes
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