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Sub: AP VAT Act, 2005 – Levy of tax on Hospital Beds, Bedside racks, lockers etc. – Clarification issued - Regarding.

-0o0-
It is noticed that Hospital Beds, Bedside racks, Lockers etc are being assessed to tax @ 4%, treating them as falling under Entry 111 of the IV Schedule to the AP VAT Act, 2005.  
It may be noted that the Entry 111 of the IV Schedule to the AP VAT Act, 2005 reads as “Medical Equipments/Devices and Implants”.  

But the goods, actually sold, are hospital beds, bedside racks, lockers etc, which do not qualify for classification as Medical Equipment.  The reasons, adduced generally to classify the said goods as falling under Entry 111 of Schedule IV of the AP VAT Act, 2005 are reported to be the following:

1. The goods are sold only to hospitals.

2. They are being assessed to tax @ 4% only.

3. All the dealers are paying tax only @ 4%.
4. All the dealers are being assessed by the Department @ 4% only, treating the goods as falling under Hospital/Medical Equipment.

The above reasons attempt to prove that the Hospital Equipment falls under the category of Medical Equipment.  Here, it should be noted that the Medical Equipments is a sub-set of Hospital Equipments.  All Hospital Equipments do not qualify as Medical Equipments.  
.
Therefore, Hospital Equipment cannot be equated with Medical Equipment.  The Hospital Beds, Racks, Lockers etc. will fall under Hospital Equipment, but not under Medical Equipment.  The Medical Equipment is an instrumentality, used with skill in diagnosis or cure of diseases and all the hospital equipments need not be useful in the diagnosis or  cure of the diseases.  In the Entry 111 of the Schedule IV, the expression, “medical equipment” has to be read together with the words, “medical devices and medical implants”.  So, going by the principle of “noscitur a sociis” (The word is known by the company it keeps), medical equipment is akin to medical devices or implants, used in the diagnosis or cure of diseases. The other equipments or furniture, used in the hospital, are not qualified to be treated as medical equipment.  Hence, hospital equipments like beds, racks, lockers and other items of furniture, used in hospitals, do not fall under Entry 111 of the IV Schedule to AP VAT Act, 2005 and are liable to tax @ 12.5% upto 15.01.2010 and @ 14.5% thereafter.

All the assessing authorities in the State are, therefore, examine the issue carefully and take appropriate action to levy tax on the goods like beds, racks, lockers and other items of furniture, which are used in Hospitals but do not fall under Entry 111 of the Schedule IV of the APVAT Act, at the rate, applicable under V Schedule of the AP VAT Act, 2005. Wherever assessments are finalized in similar cases, Deputy Commissioners (CT) are directed to initiate revision of the same, if necessary.

   Sd/- Suresh Chanda,

                                                                                                   Commissioner (CT)
To:

1]. All the Assessing Authorities in the State.

2]. Copies to all  DCs, ADCs, ACs, CTOs & DCTOs in the State.

