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Opinion of the Tax Commissioner
	Date Issued:  February 4, 2014

Opinion No:  14-0002	Tax: Sales

XXXX	Subject:  Billing and Collection Services
XXXX
XXXX

This request for an Opinion of the Tax Commissioner pursuant was received on July 19, 2013.  It concerns the application of sales tax to billing and collection services.

FACTS

Taxpayer is in the business of providing billing and collection services for physicians, health care practitioners, and physician groups. Below are excerpts from the agreement between the Taxpayer and its client (“Client”) outlining the services that will be provided by the Taxpayer.
Billing and collection services include:
1. Taxpayer shall receive from client all necessary data input necessary to perform the below tasks.  The client is responsible for all coding of treatment rendered by client and for the accuracy and sufficiency of such coding for billing purposes. Taxpayer will not perform data input in the billing and collection process.	
1. Review incoming patient care forms to verify the accuracy and completeness of information required for billing purposes;
1. Edit format of its clients’ patient care forms to establish correct categories of medical care indicated, provider number and fee for services performed;
1. Prepare, mail, and record invoices to patients, patients’ health care insurers and other payers, secondary carriers, and any other party responsible for payment;	
1. Receive and respond to telephone communications and written or electronic correspondence received by patients with reference to patient care forms and invoices;
1. Perform claim adjudication of disputed invoices;
1. Post, correct, and coordinate all insurance denials and promptly forward denials to its clients for follow up;
1. Receive, credit, and record payment of invoices and claims; 
1. Review clients’ accounts receivable on a monthly basis and adjust account balances for partial payments and make correcting entries as required;
1. Review the monthly contractual allowable report and notify payers of incorrect payments;
1. Provide reports and supporting documentation from payers and patients requiring refunds;
1. Provide appropriate reports identifying accounts which meet collection criteria.
In a typical agreement, the Client provides the medical service, documents the treatment and enters the charge, along with the billing code into the billing system. The billing system is directly linked to the Taxpayers’ system. Each day, the Taxpayer will submit claims to the appropriate insurance company based on the entries input by the client for that day. When payments are received, the Taxpayer will verify that the payments received are in accordance with the insurance agreements and post the payments. Taxpayer will then either bill any secondary insurance for the remaining balance or bill the Client’s patients.  The Taxpayer will continue to monitor, contact the patients or insurance companies and collect payments on any outstanding balances. Periodically, the Taxpayer will review the uncollected balances and instruct the Client as to whether the balances should be written off as uncollectible based on their previous debt collection efforts.
Occasionally, the Taxpayer will find errors in the Client’s coding or the Client will ask the Taxpayer to do some data entry for charges that were not previously coded. This is beyond the scope of the billing and collection services and the Taxpayer will separately bill for these services.
For its regular services Taxpayer charges a monthly fee based on a percentage of monies collected in a month as a result of the billing and collection services. In addition to the monthly fee, taxpayer will separately charge client a patient statement fee per statement which includes a charge for the statement, envelope, return envelope, postage fees and any applicable sales tax. If the Taxpayer performs any data entry functions as described in the above paragraph, the Taxpayer will separately bill these charges as data entry charges and collect any applicable sales tax.
REQUESTED OPINION

Given the above facts, you requested the following Opinion of the Tax Commissioner:

1. Whether Taxpayer’s monthly billing and collection charges are subject to sales tax.
APPLICABLE LAW
R.C. 5739.02 levies an excise tax on each retail sale made in Ohio.  R.C. 5739.01(B)(1) defines “sale” for Ohio sales and use tax purposes to include any transfer of title, possession, or a right to use tangible personal property in Ohio and certain enumerated services.  “Automatic data processing” services are taxable when used in business.  R. C. 5739.01(B)(3)(e).  R.C. 5739.01(Y)(1)(a) defines automatic data processing as follows:
“Automatic data processing” means processing of others’ data, including keypunching or similar data entry services together with verification thereof, or providing access to computer equipment for the purpose of processing data.
Automatic data processing does not include personal or professional services.  R.C. 5739.01(Y)(1)(d).   Personal and professional services include:
· Accounting services “and any other situation where the service provider receives data or information and studies, alters, analyzes, interprets, or adjusts such material;” and
· Debt collection services.
DISCUSSION

The percentage charged for billing and collection services are nontaxable debt collection services under R.C. 5739.01(Y)(1)(d).  However, preparing and providing reports and data entry are taxable automatic data processing services under R.C. 5739.01(B)(3)(e).  The charges for these services should be separately stated and sales tax must be charged on these services.  In addition, the statement fees for printing and mailing the statements are subject to sales tax as the sale of tangible personal property under R.C. 5739.01(B)(1).  

OPINION OF THE TAX COMMISSIONER

Therefore, it is the Opinion of the Tax Commissioner that:

1. The percentage charged for the billing and collection services (Tasks 1 through 10 above) are nontaxable debt collection services.  
1. Preparing and providing reports (Tasks 11 and 12 above) are taxable automatic data processing services.  
1. Statement fees for printing and mailing the statements are subject to sales tax as the sale of tangible personal property.  
1. Charges for data entry are taxable as automatic data processing services.  
This Opinion is limited to the legal issue addressed in this Opinion.  This Opinion applies only to this Taxpayer and may not be transferred or assigned.  In addition, the tax consequences stated in this Opinion may be subject to change for any of the reasons stated in R.C. 5703.53(C).  It is the duty of Taxpayer to be aware of such changes.  See R.C. 5703.53(E).

Joseph W. Testa
Tax Commissioner
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