
STATE OF NEW YORK

STATE TAJ( COMMISSION

In the Matter of the Petltlon
of

Ridings Equipnent Corporatl-on

for RedeternLnatl.on of a Deficlency or RevLsion
of a Determl.nation or Refund of Sales & Use Tax
under ArtLcl-e 28 & 29 of the Tax Law for the
Perlod L2/ L 178-21281 BL.

That deponent further
hereLn and that the address
of the pet i tLoner.

Sworn to before ne thls
29th day of Apri l ,  1985.

s

State of New York :
a s .  :

County of AJ-bany :

David Parchuck, being duly sworn, deposee aad says that he is an employee
of the State Tax ComLsslon, that he is over 18 years of age, and that on the
29tt. day of Aprll, 1985, he served the within notlce of DecLsion by certlfied
naLl- upon Ridings Equipnent CorporatLon, the petltioner in the withln
proceeding, by enclosJ.ng a true copy thereof ln a securely seal-ed postpald
wrapper addressed as fol-lows:

Ridings EquLpnent Corporation
111 Marsh Rd.
Pittsford, NY L4534

and by depositing same enclosed in a postpald properly addreseed wrapper lo a
post office under the excLuslve care and custody of the Uaited States Poetal
Service wlthin the State of New York.

AFFIDAVIT OF ilAILING

says that the said addressee ls the petltloner
set forth on said rffapper Ls the last knoun addrese

thor ter oat
L74



STATE OF NEW YORK

STATE TN( COMMISSION

In the Matter of the PetLtLon
of

. Ridings Equipnent Corporation

for Redeterml.nation of a Defl.ciency or Revision
of a Determination or Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
Period L2/ L /78-2/ 281 81.

AFFIDAVIT OF MAILING

State of New York :
8 S .  :

County of Albany :

David Parchuck, being duly sworn, deposes and says that he Ls an enployee
of the State Tax Connission, that he ls over 18 years of age, and that on the
29tin day of Apri1, 1985, he served the withln notice of DecleLon by certLfl.ed
nal.l upon Robert E. Brown, the representatlve of the petitioner in the wl.thln
proceedlng, by enclosing a true copy thereof ln a securely seal-ed postpald
wrapper addressed as foLl-ows:

Robert E. Brown
Boylan, Brown, Code, Fowler, Randall & ffi.leon
900 Midtown Tower
Rochester '  NY 14604

and by depositing same enclosed ln a postpald properJ-y addressed wrapper ln a
post offlce under the exclusive care and custody of the UnLted States Poetal-
Service within the State of New York.

That deponent further says that the sald addresaee Ls the tePresentative
of the petitLoner herein and that the addreas aet forth on saLd wtaPper ls the
last known address of the representative of the Petitioner.

Sworn to before ne this
29th day of Aprtl-, 1985. tu
pursuant to Tax



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

AprIL 29, f985

Rldtngs Equipnent CorporatLon
111 Marsh  Rd.
Pittsford, NY L4534

Gentlemen:

Please take notlce of the Decision of the State Tax Conmission encloeed
herewith.

You have now exhausted your right of review at the adninletratlve l-eveL.
Pursuant to section(s) 1138 of the Tax Law, a proceeding ln court to revLew an
adverse decision by the State Tax Connlesion nay be lnstltuted onLy under
Artl-cl-e 78 of the CivLl- Practice Law and Rules, and must be com-enced ln the
Suprene Court of the State of New York, AJ-bany County, wlthin 4 rnonths fron the
date of this not ice.

Inquiries concernLng the conputatlon of tax due or refund al-l-owed ln accordance
wlth this decision nay be addressed to:

NYS Dept. Taxatlon and Finance
Law Bureau - Littgation Unit
Building /19, State Campus
AJ-bany, New York 12227
Phone # (518) 457-2070

Very trul-y yourst

STATE TN( COM!,ISSION

cc3 Pet i t ioner 's Representat ive
Robert E. Brown
Boylan, Brown, Code, Fowler, Randall & Wllson
900 Midtown Tower
Rochester,  NY 14604
Taxing Bureaur s Representatlve



STATE OF NEW YORK

STATE TN( CO},IMISSION

In the Matter of the Petltlon

o f
:

RTDTNGS EQUTPMENT CoRPOMTION DECISTON
3

for Revislon of a Determlnatlon or for Refund
of Sal-es and Use Taxes under Artlcles 28 and :
29 of the Tax Law for the Perlod December I'
1978 through Februaty 28, 1981. :

Petitloner, Rldings Equlpnent Corporation, 111 Marsh Road, Plttsford, New

York 14534, flled a petLtion for revleion of a deternLnatlon or for refund of

salee and use taxea under Articl,es 28 and 29 of the Ta:r Law for the perlod

December 1, 1978 through Februaty 28, 1981 (FtJ.e No. 36708).

A snall claims hearing was held before John F. Koagel, Hearlng Offlcer, at

the offLces of the State Tax Cornnlgeion, Roon 1300, One l,Iarlne !4ldLand PLaza'

Rochester,  New York, on Decenbet 7r 1983 at 9:15 A.M. wl. th al l  br lefe to be

submltted by June 8, 1984. Petitloner appeared by Boylan, Brown, Code, Fow1er,

RandaLL & Wllson, Esqs., (Robert E. Brown, Esq.1 and Howard Konarl Esg. ' of

counseJ-). The Audlt Dlvlelon appeared by John P. Dtrgan, Esq. (Thonas C. Sacca'

Esq. ,  of  counsel-) .

ISSUE

Wtrether petLtionerrs rentaL servlce charge, whlch ls bllled upon the

customerrs electlon to purchase equipment, is a nontaxable flnance charge or'

rather, constltutes a portlon of the recelpts fron the sale of tanglble personal

property and ls thus subJect to sales tax.
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FINDINGS OF FACT

Petltloner and the Department of Taxatlon and

followlng facts, numbered one through eLghteen.

1. For the perlod beginnlng December 1, L978

the petitloner, Rldlngs Equipnent Corporat,lon, wag

l-easLng, selJ-lng, and flnanclng heavy equlpment to

Finance stlpuJ.ated to the

through February 28, 1981'

engaged ln the buslneee of

snal1 and medlum-eLzed

contractors.

2. Petltioner and lts customers deternined at the outset of each traneactlon

whether the customer desLred to purchase the equlpment or l-ease lt.

3. If a customer deslred to lease the equipment, petltioner general.l-y

requlred a rate of perJ-odLc paynents sufflclent to recoup the wear and tear on

the equipment.

4. If the custouer deslred to purchase the equlpmentr the partles negotlated

a rate of perlodic paynents that was general-ly lower than the rate for leaee

transactions. PetLtLoner examined the credlt ratlng of the cuatomer and' lf

warranted, flled a UCC'I Financlng Statement in order to protect lteelf ln the

event of fhe customerrs bankruptcy.

5. Petltioner then transferred posseseion of the equlpment to the customer

under a contract provldlng for perlodlc payments from the customer to petltioner

and specifying a purchase prlce for the equipment. The contract contaJ.ned no

fixed term.

6. At any tlme durlng the exlstence of the contract, the cuetomer could

eLect either to apply 1002 of the perLodlc paynents to the purchase price of

the equipment or to return the equipment.

7. If the customer elected to apply the peri-odic paynents to the purchase

price, the petltioner then bllLed the customer a charge (cat-led rrrental servlce
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chargerr ln the jargon of the trade) on the amount of the purchase prLce that

the petltioner had financed. The petitloner typlcaIly calculated the charge at

the rate of one percent per month on the decJ-ining balance of the purchaee

pr lce .

8. If the customer ceased naklng the perlodlc paynents, the equlpment wae

returned to petltloner and the credlt for prLor payments was forfelted wlthout

further recourse agalnst the customer. No rental servlce charge was bllled to

the customer.

9. The naJorlty of petitionert8 custonere could not afford the 252 down

payment requLred by banks and finance companles for loane to purchase heavy

equlpment. Petltionerts purpoee ln deferring the fulJ- paynent of the purchaee

prLce and the colLectlon of the Lntereet waa to alLow lte cuetomers to accumrlate

thelr down paynents whiLe uslng the equlpment. In addltlon, petltloner typically

arranged financlng on behaLf of a customer for the balance of the purchase

pr ice .

I0. Drrlng the perlod ln question, no customer ever returned a plece of

equlpment transferred pursuant to thls arrangement. Even if a cuetoner fell

behlnd ln naklng the periodic paynents, petLtloner contlnued lte efforts to

arrange flnanclng and recovered the amount of past due paynents from the lender

upon payment of the bal-ance due on the purchase price.

11. The practlces outlined above may be lllustrated by the foJ-Lowing

example, based on a representatlve contract from the perlod In queetions

a. Petitloner and its customer entered lnto a contract on June l5r

L978, pursuant to whl.ch petltioner transferred posseeslon of a bulldozet

valued at $29,500 to the customer ln exchange for perlodlc paynente of

$1r500 Per  month .
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b. The contract provlded that nL00"l paid rentals to apply to purchese

plus lZ on decLlning balance."

c. Petltloner flled a UCC-I Flnanclng Statement at the cosrmenceuent

of the contract.

d. For the months of June, July, August, and September, Petitloner

bl l l -ed the customer $11500 plus $105 sales tax.

e. By October, the customer had accumulated ovet 2O7" of the purchaae

prlcee and elected to apply thie amount to the balance due.

t. 0n lts final statementr petltloner bllLed the cuatomer a rentaL

servLce charge of $11030, calculated at L% over the decllnlng balaoce of

the purchase pr ice, i .e. ,  $280 for June, $265 for July,  $250 for Auguet,

and $235 for September. Petitlonerre flnal statement w8s as followe:

Descrlptlon
BUI-ldozer
Plus Sales Tax
Plus Rental Servlce Charge
Plus Flllng Fee

SubtotaL
Less BllLed Rentals
Less Bllled Taxes

Subtotal
Less Amount Financed
Amount Due

Amount
T25Foo

2'065
I  , 030

4
ffitt

6 ,000
420w

ln one of two wayas

a floor plan arrangement

24,959
ffi

L2. Petitloner flnanced lts inventory of eguipment

through a third party financial instltution, or through

with the manufacturer.

13. If lt obtained fLnanclng through a thlrd party

intere8t charges to the lender on the amount flnanced.

lenderr petltloner pald

14. If lt flnanced the equlpment through a floor plan arranguent' Petltloner

pald rental servlce charges to the manufacturer. The manufacturer typically

did not bill rental servlce charges to petltloner until thlrty days after
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petitloner had leased or sold the equipment. If petltloner leaeed the equlpment,

the manufacturer contlnued b11L1ng nonthly rental servlce charges through the

term of the lease. If petitioner sold the equlpnent, the nanufacturer bllled a

rental servlce charge only once' thirty days after the s81e.

15. The rental servlce or lnterest charges paid by petitloner ltere baeed

on the wholesale prlce of the equlpnent. The rental eervlce charges bllled by

petitloner to lts customers were caLculated based on the retaLl price of the

equipnent. By blJ-ling rental eervlce charges to its customera based on the

retail prLce of the equlpmentr petitloner waa able to recoup more than the

charges pald to the manufacturers and lenders.

16. Throughout the perlod in queetion, petltioner collected and remltted

sales tax on the full amount of the perlodic payments whether or not the

customer elected to apply them to the purchase price.

L7. Petltioner also collected and remltted sales tax upon paynent of the

balance due on the purchase prtce.

18. Petitloner dld not collect or remlt salee tax on the rental eenrice

charge.

19. On Decenber 18, 1981, the Department of Taxatlon and Finaoce lesued

NotLce of DeterminatLon and Demand for Payment of Sales and Uee Taxes Due to

pet l t loner  fo r  $7 ,439.26  p lus  accumula ted  ln te res t  o f  $1 ,407.75  fo t  a  to ta l

amount  due o f  $8r847.01 .

CONCLUSIONS OF I.AW

A. That sectlon 1105(a) of the Tax Law lmposes

from every retail sale of tangible pereonal property

prov lded ln  [Ar t i c le  28 ] . ' r  Sec t ton  l f01(b) (3 )  o f  the

as the "amount of the sal-e prlce of any property and

a tax upon the rrrecel.pte

except as othentlee

Tax Law deflnee recelpt

the charge for any servlce
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taxable under lArttele 28], valued tn money, whether reeelved ln money or

otherwlse, includtng any amount for whlch credLt l-e alloned by the vendor to

the purchaser, without any deductlon for expeneea or early payment diecounts...tt.

B. That 20 NYCRR 526.5(h) (1) speclftcally excludee frou the deflnltloo of

recelpt tt(a)ny charge for credit lmposed by a vendor and pald by a purchaser in

addltion to the purchaee prlce under a designatlon such as lntereet,, servlce

charge or finance charge... Such chargee are conelderatlon for the extenslon

of credit and shall not be lncl-uded ln the recelpt subJect to sal-ee tax.rr

C. That the rental service charge blLled by the petltloner upon the

customerrs electlon to purchase equlpment conetituted recelpts from the sale

of tangible personal- property. Therefore, the Audtt DLvieion properl-y determined

that the rental service charges were eubJect to tax.

D. That the petltlon of Rldlngs Equlpment Corporatlon ls denled and the

Notlce of Determlnation and Demand for Payment of Sales and Use Taxes Due

lssued December 18, 1981 ls sustalned.

DATED: Albany, New York STATE TN( COMMISSION

APR 2? 1985
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RECEIPT FOR CERTIFIED MAIL
NO INSUBANCE COVERAGE PROVIDED

NOT FOR INTERNATIONAL MAIL

/See Seyerse/
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RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)
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