
INSIGHT INTO SALES TAX IN THE HEALTHCARE INDUSTRY FOR ALABAMA

state & local tax

HELPING HEALTHCARE ORGANIZATIONS LIMIT THEIR STATE AND LOCAL TAX BURDEN

As a nationally ranked accounting firm, Dixon Hughes Goodman LLP (DHG) is well-established in the healthcare 
industry for audit, tax and consulting services. Within our diverse tax practice, we have a group of dedicated 
professionals who focus solely on sales and use tax. This group assists our healthcare clients that are paying 
sales tax (or accruing use tax) on a substantial portion of medical-related supplies. Our depth of experience with 
healthcare industry clients allows us to explore potential refund opportunities and provide guidance on prospective 
treatment of exempt items to help reduce future spending for these clients.



about DHG Healthcare Tax

sales tax - navigating disparate state guidance

These services, enriched by a deep knowledge of the ongoing transformational shift in healthcare, are designed to provide our 
clients with the creative insights, tangible solutions and peace-of-mind that tax journey to risk capability requires.

Our DHG Healthcare Tax team provides compliance and consulting services to:

DHG Healthcare Tax delivers targeted offerings in the tax compliance, private client and advisory domains, 
while also meaningfully contributing to our solutions set aimed at the physician enterprise. 

Many states offer some form of exemption to healthcare organizations and individuals who purchase medical supplies. However, 
the rules in each state can be highly nuanced, so many vendors take a conservative approach, charging sales tax, unless 
specifically instructed by their client to exempt specific medical products. This process, although seemingly straightforward, 
can become convoluted, involving impediments to get the vendor comfortable with not applying sales tax.

Through our experience and relationships with departments of revenue in many states, DHG is able to stay abreast of the 
refund process after claims have been submitted. DHG then works closely with the states to ensure refunds are processed as 
efficiently as possible.

DHG offers several ways to structure fees for these engagements to accommodate organizational needs and available 
resources. Prior to each engagement, DHG presents all available options, allowing the organization to select the fee structure 
best suited to their needs.

The exemptions available in the healthcare space can be highly intricate and vary from state to state. DHG has the experience 
and necessary resources to review these purchases for any state. The following state-specific example for Alabama illustrates 
some of the more prevalent opportunities that exist.

DHG’s sales tax professionals have considerable experience in analyzing purchase data to determine whether or 
not sales tax is being overpaid. In the likely event that it has, DHG employs a streamlined process to:

Minimize disruptions to 
organization day-to-day operations

File refund claims in an  
efficient manner

Obtain the necessary 
documentation 321

LONG-TERM CARE ORGANIZATIONSNONPROFIT HOSPITALSPHYSICIAN ENTERPRISES

We have considerable 
experience and necessary 

resources

We have a streamlined 
process and various ways to 

structure fees

We have relationships with 
various state departments of 

revenue



alabama

Historically, Alabama has provided an exemption for prescription drugs, as well as oxygen and durable medical equipment, in 
certain instances. In August 2014, Ala Code 40-9-30 was amended to expand the exemption to cover “any items used for the 
treatment of illness or injury or to replace all or part of a limb or internal body part purchased by or on behalf of an individual 
pursuant to a valid prescription and covered by and billed to Medicare, Medicaid or a health benefit plan…” This includes the 
following:

The most prominent element to the expanded exemption is the requirement to be covered by and billed to Medicare, Medicaid 
or a health benefit plan. In accordance with this significant modification, the Alabama Department of Revenue amended Ala 
Reg. 810-6-5-.29 to address the application of the exemption including the “covered by and billed to” language. 

While these changes in Alabama have broadened the potential exemptions for healthcare organizations, there are several 
factors that must be considered before determining whether or not a purchase is ultimately nontaxable. DHG is able to help 
healthcare organizations navigate these complex exemptions by leveraging our experience with the types of purchases that 
typically qualify and our internal expertise in the medical billing space.

With our depth and breadth of experience, DHG’s dedicated sales tax team can strategically analyze the purchases for each of 
these categories and help determine what will qualify for a refund. If there is a refund claim filed, we will leverage our experience 
with the refund process and relationships with key personnel within the Alabama Department of Revenue to ensure the refund 
claim is processed as efficiently as possible.

CONTACTS

If you have any questions or would like additional information, please contact:

EXAMPLE OF DHG’S CLIENT WORK

DHG has been engaged by multiple healthcare facilities in Alabama to seek refunds on their behalf. To date, DHG 
has identified more than $2 million in overpaid sales tax related to medical supply purchases in Alabama. Through 
this experience we have worked with several state and local government officials in obtaining refunds.

Durable medical 
equipment, including repair 
parts and the disposable, 

or single patient use, 
supplies required for the 

use of the equipment

Medical supplies,  
as defined and  

covered under the 
Medicare program

Prosthetic and  
orthotic devices

Medical oxygen,  
related equipment  

and supplies
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about our firm

DHG is a CPA and advisory firm offering assurance, tax and advisory services. As a Top 20 accounting and advisory 
firm headquartered in Charlotte, NC, we combine deep experience with a strong commitment to personal service. 

We have more than 2,000 professionals across the United States and 250 partners and principals who direct these resources 
to your advantage. We devote significant effort to keeping ourselves and our clients abreast of new and evolving technical 
pronouncements, industry trends and federal, state and local laws. We are passionate about helping our clients succeed—and 
we do so through a resourceful approach to solving problems, providing best practices and helping our clients achieve their 
goals.

 DHG Office Locations

OUR  STRATEGY OUR VALUES

PERFORMANCE TALENT LEADERSHIP GROWTH SERVICE TRUST RELATIONSHIPS PASSION INNOVATION

THERE WHEN IT COUNTS

• Experienced professionals who understand your industry

• Significant partner involvement

• Ongoing communication to avoid surprises

• Focused on business risks & their impact on your entity

• Accessible, responsive, hands-on style

• Customized service vs. one-size-fits-all approach

• Big Four alternative

Member of Praxity™,  an international alliance of independent accounting firms that offers multinational 
clients access to resources around the world.

Praxity AISBL is a global alliance of independent firms. Organized as an international not-for-profit entity under Belgium law, Praxity has its executive office in Epsom. Praxity – Global Alliance 
Limited is a not-for-profit company registered in England and Wales, limited by guarantee, and has its registered office in England. As an Alliance, Praxity does not practice the profession of 
public accountancy or provide audit, tax, consulting or other professional services of any type to third parties. The Alliance does not constitute a joint venture, partnership or network between 
participating firms. Because the Alliance firms are independent, Praxity does not guarantee the services or the quality of services provided by participating firms.

2,000+
People, including  

250 Partners  
/ Principals

20+
Offering tax, assurance 
and advisory services in 
more than 20 industries

TOP20
One of the top 20  
largest accounting  
firms in the U.S.

50
Serving clients  

across the United States  
and internationally


