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RE: Taxability of Selling and Renting Graduation Caps & Gowns 
 Opinion No. 20150604 
 
Dear : 
 
Your request for a legal opinion regarding the taxability of the sale and rental of graduation caps 
and gowns has been forwarded to me for a response.  Your letter dated May 5, 2015 asks about 
the taxability of these caps and gowns that you sell and rent to students in private and/or public 
schools. In an email, I requested more information and you responded on October 1, 2015.  In 
that email you stated that these caps and gowns are sold or rented to students in Arkansas 
through your local stores in Arkansas and as well as online orders.  You further indicated that the 
rentals will be for the duration of one (1) semester and that the item is shipped to the student in 
Arkansas but also might be shipped to the local  store for pick-up by the 
Arkansas student.   
 

Sales of Caps and Gowns 
 
A sale is the transfer of possession for consideration of tangible personal property.  Ark. Code 
Ann. § 26-52-103(19)(A).  “Tangible personal property” is any personal property that can be 
seen, weighed, measured, felt, or touched or that is in any other manner perceptible to the senses.  
Ark. Code Ann. § 26-52-103(21)(A) and GR-3(Q).  Therefore the sale of these items in your 
Arkansas stores is subject to Arkansas gross receipts tax unless a specific exemption applies.   
Ark. Code Ann. § 26-52-301(1) and Gross Receipts Tax Rule GR-3(M).  The sale of caps and 
gowns is not listed in the tax code as having an exemption.   
 
As to the sale of these items online and the receiving of these items by students in Arkansas,  
Arkansas gross receipts tax applies to all sales, including online sales.  Ark. Code Ann. § 26-52-
301(1), GR-3(M).  Thus, the online sales of these items to Arkansas students are subject to the 
sales tax noted above because of the nexus that  has with the local stores in 
Arkansas.  The online sales of these caps and gowns is not listed in the tax code as having an 
exemption.   
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Rental of Caps and Gowns 

 
The lease of tangible personal property is considered a “sale” under Arkansas law.  See Ark. 
Code Ann. § 26-52-103(19)(B) (Repl. 2014).  Ark. Code Ann. § 26-52-301(Repl. 2014) levies a 
tax on the “gross receipts or gross proceeds” derived from ‘sales’ of tangible personal property 
unless an exemption applies.  As to the renting or leasing of these items in your Arkansas stores, 
Arkansas gross receipts tax applies to all leases or rentals of tangible personal property, unless a 
specific exemption applies.   Ark. Code Ann. § 26-52-301(1), GR-3(M).   “Tangible personal 
property” is any personal property that can be seen, weighed, measured, felt, or touched or that is 
in any other manner perceptible to the senses.  Ark. Code Ann. § 26-52-103(21)(A) and GR-
3(Q).  Thus, the lease/rental of the caps and gowns is subject to sales tax in Arkansas.  Ark. Code  
Ann. § 26-52-301(1).  The lease/rental of caps and gowns is not listed in the tax code as having 
an exemption.   
 
You indicated by follow-up communication that the caps and gowns are rented for a semester, 
and thus longer than thirty (30) days, and so would constitute a long term lease and subject to 
gross receipts tax.   Ark. Code Ann. § 26-63-102(6), GR-20(B)(2).   
 
If the lease of tangible personal property is for thirty (30) days or more (long term lease), the tax 
is based upon the amount of lease payments unless Arkansas sales or use tax was paid by the 
lessor at the time of purchase.  Ark. Code Ann. § 26-52-103(19)(D)(ii)(a) (Repl. 2014); GR-
20(C)(1).  For long term leases of tangible personal property (except for motor vehicles), the 
lessor may either purchase the property tax-free as a sale for resale or pay Arkansas tax on the 
purchase price of the property.  GR-20(C)(1).  If the lessor purchases property intended for 
subsequent lease without paying the sales tax, the lessor can establish a sale-for-resale 
exemption.  See GR-20(c) and GR-53(A).  Therefore, the lessor of caps and gowns by a long 
term lease must either pay the tax at the time he purchased them to subsequently be leased or 
comply with the exemption rules cited above.  At the time of purchase, the lessor must either pay 
the tax or purchase as a sale-for-resale and this election cannot be changed after the purchase.  
GR-20(C)(1).   
 
If the lease is for less than thirty (30) days (short term lease), then the sales tax is levied upon the 
amount of the lease payments regardless of whether the sales tax was paid by the lessor at the 
time of purchase.  Ark. Code Ann. § 26-52-103(19)(D)(i) (Repl. 2014); GR-20(A).  Where the 
lease is for less than thirty (30) days, there is an additional tax of one (1) percent for the ‘short 
term rental’ regardless of whether the sales tax was paid by the lessor on the original purchase.  
Ark. Code Ann. § 26-63-301(b) (Repl. 2008); GR-20(E).   
 
As to the renting or leasing sale of these items online and the receiving from another state of 
these items by students in Arkansas, the Arkansas tax code provides that the sale or lease of 
tangible personal property is subject to Arkansas’ gross receipts tax unless a specific exemption 
applies.  Ark. Code Ann. § 26-52-301(1).  Thus, the online rental by Arkansas students from 
another state for use of these items is subject to the sales tax.  Ark. Code Ann. § 26-52-301(1).   
  



 

3 
 

The Arkansas Gross Receipts Tax Rules cited in this opinion may be viewed on DFA’s website 
at: http://www.dfa.arkansas.gov/offices/policyAndLegal/Documents/et2008_3.pdf.  
 
This opinion is based on my understanding of the facts as set out in your inquiry and subsequent 
communication, as those facts are governed by current Arkansas laws, rules, and regulations.  
Any change in the facts or law could result in a different opinion.  Please be advised that this 
opinion may only be relied upon by the company and will only be binding on the Department for 
three (3) years from the date of issuance.  See Arkansas Gross Receipts Tax Rule GR-75.  
 
 
Sincerely,  
 
 
 
Olan W. Reeves 
Office of Revenue Legal Counsel      
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