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RE: Sales & Use Tax – Printing – Manufacturing  

Legal Opinion No. 20181213 

 

 

Dear , 

 

This is in response to your letter dated December 10, 2018, to Mr. Joel DiPippa, Senior Counsel 

with the Arkansas Department of Finance and Administration (DFA).  Your letter requests the 

issuance of a formal legal opinion on behalf of your client, .  The 

following facts were presented in your letter: 

 

 Our firm represents , referred to herein as 

“ ”.   was formed as an Arkansas Limited Liability Company on 

 , 2018 for the purpose of offering high-speed digital printing services to 

manufacturers of corrugated paper boxes, display units, and other corrugated 

products. 

 

 The work that  will be performing will be done on material 

supplied by the manufacturer, then returned to the manufacturer where additional 

steps in the manufacturing process will occur such as slotting, cutting, folding and 

gluing. 

  

 The manufacturer, or converter, as it is sometimes called in this industry, 

will then sell to the end-user who will use the product to package its particular 

products for retail sale. 

 

 In the industry vocabulary,  will be providing “toll-work”, limited 

in nature to that of printing on customer supplied material.   will not be 

involved in the purchase or sale of raw materials other than the ink used for the 

printing process which will become a part of the product returned to the converter. 
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Based on these facts you present the following questions for consideration:  

 

My client requests a private ruling with respect to whether or not:  

 

 1.  The purchase of primer, ink and other chemicals which become a part of 

 the finished product are exempt from Arkansas Sales and Use Tax. 

 

 2.  The gross receipts received from manufacturers for printing services are 

 also exempt from Arkansas Sales and Use Tax.  

 

LAW 

 

Several provisions of Arkansas law are relevant to your inquiry.  First, Arkansas Code Annotated 

§ 26-52-301 imposes state sales tax on all sales of tangible personal property and on selected 

services, unless there is a specific exemption provided elsewhere in state law.  Printing of all kinds, 

types, and characters is specifically identified as a taxable service in Ark. Code Ann. § 26-52-

301(4). 

 

Items purchased for resale to the general public at retail are exempt from sales tax under Ark. Code 

Ann. § 26-52-401(12).  Additionally, this resale exemption also applies to items incorporated into 

manufactured, compounded, processed, assembled or prepared products, provided the item 

purchased becomes a recognizable, integral part of the manufactured, compounded, processed, 

assembled, or prepared product. 

 

Arkansas Code Annotated § 26-52-402 provides a sales tax exemption for machinery and 

equipment used directly in manufacturing an article of commerce for sale to the public provided 

that the machinery or equipment is purchased to create or expand a manufacturing or processing 

plant in Arkansas.  The term “manufacturing” is defined in Ark. Code Ann. § 26-52-402(b)(9) to 

include printing of all kinds, types, and characters.  

 

Chemicals, catalysts, reagents, and solutions consumed or used in manufacturing, producing,  

fabricating, processing, or finishing articles of commerce at manufacturing or processing plants or 

facilities are exempt from sales tax under Ark. Code Ann. § 26-52-401(35).  Arkansas Gross 

Receipts Tax Rule GR-55.1 defines the terms “chemical”, “catalyst”, “reagent”, and “solution” 

and provides that to be exempt the item must be used directly in manufacturing the article of 

commerce.  

 

ANALYSIS 

 

The first question you present is whether  may purchase primer, ink, and other chemicals 

exempt from sales tax because those items are used in finishing the corrugated products.  Your 

letter did not explain the specific functions of the primer, ink, or chemicals.  Consequently, for the 

reasons described below, a definite response cannot be provided. 
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The facts outlined in your letter reveal that  is acting as a manufacturer of corrugated 

paper boxes and other similar products.  It is not uncommon for manufacturers to sub-contract 

with another entity to perform certain portions of a manufacturing process.  The sub-contractor 

that performs one or more elements of the manufacturing process is also treated under state law as 

a manufacturer. 

 

Arkansas law provides a sales tax exemption for the purchase of items that become a recognizable, 

integral part of the finished product.  See Ark. Code Ann. § 26-52-401(12)(B). Additionally, any 

chemicals used directly in ’s manufacturing process will be exempt as manufacturing 

chemicals under Ark. Code Ann. § 26-52-401(35). 

 

Arkansas Gross Receipts Tax Rules have been promulgated by DFA to assist in administering both 

the resale exemption as well as the exemption for chemicals used in manufacturing.  Arkansas 

Gross Receipts Tax Rule GR-10 provides: 

 

C. Printers who print articles of commerce for sale to consumers are considered 

to be manufacturers.  Items used by a printer who is a manufacturer that become a 

recognizable (capable of being recognized), integral part of the printed product may 

be purchased by the printer exempt as a sale-for resale.  (See GR-53).  Printers must 

pay tax on items used in the printing process that do not become a recognizable, 

integral part of the printed product. 

 

Rule GR-53(C) addresses when an item is considered to be “recognizable” and “integral” to the 

finished product.  That rule provides:  

 

C. SALE FOR RESALE – MANUFACTURERS  

1. Goods, services, wares, merchandise, and property sold for use in 

manufacturing, compounding, processing, assembling, or preparing for sale, can be 

classified as having been sold for resale purposes only in the event such goods, 

services, wares, merchandise, or property becomes a recognizable integral part of 

the manufactured, compounded, processed, assembled, or prepared products.  Sales 

of goods, services, wares, merchandise, and property not conforming to this 

requirement are classified as being for consumption or use of the purchaser thereof 

and are taxable.  For purposes of this subsection, the following definitions shall 

apply: 

 a. “Recognizable” means capable of being recognized in the finished 

 product.  The capability to recognize the effect of goods, wares, 

 merchandise, or property upon the finished product is insufficient to 

 establish that the goods, wares, merchandise or property has been resold.  

 b. “Integral” means essential to the completeness of the finished 

 product. 

 

You may provide additional information regarding the specific uses and purposes of primer, ink, 

and other chemicals if you desire that a specific determination be made concerning whether those 

items are exempt as being both recognizable and integral to the finished product. 
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Similarly, Gross Receipts Tax Rule GR-55.1 addresses the exemption for chemicals, catalysts, 

reagents, and solutions and provides: 

 

A. Chemicals used in manufacturing may be exempt from gross receipts or use 

tax if the following occur: 

1. The chemicals become a recognizable, integral part of the manufactured 

goods (see GR-53(C));  

2. The chemicals are “equipment” (see GR-55.1(D)); or,  

3. The provisions of this rule are met. 

B. DEFINITIONS. 

1. “Catalyst” means a substance that initiates or provokes a chemical reaction 

allowing such reaction to proceed under milder conditions, such as lower 

temperatures or with less resistance to reaction. 

2. “Chemical” means an element, combination of elements, or a compound 

obtained by a chemical process. 

3. “Reagent” means any substance which by reason of its capacity for taking 

part in certain reactions is used for various purposes, including detecting, 

examining, or measuring other substances or in preparing materials.  A reagent is 

also a substance used to convert one substance into another by means of the reaction 

that it causes.  To be a regent for purposes of this exemption, a substance must be 

primarily used as a reagent. 

4. “Solution” means a chemical in a liquid form that contains a dissolved 

substance. 

C. MANUFACTURING OPERATIONS 

1. The gross receipts or gross proceeds derived from the sale of catalysts, 

chemicals, reagents, and solutions which are consumed or used directly in 

manufacturing or processing articles of commerce at manufacturing or processing 

plants or facilities in the State of Arkansas are exempt from gross receipts tax.  

“Manufacturing or processing” has the same meaning as set forth in Ark. Code 

Ann. § 26-52-402(b) and GR-55. 

2. For purposes of this section, the term “substance” means only chemicals, 

catalysts, reagents, or solutions are defined in GR-55.1(B).  A substance may be in 

the form of liquid, solid, or gas. 

 a. A substance is consumed or used in manufacturing or processing an 

 article of commerce if it is used to produce or prevent a chemical or physical 

 effect during the manufacturing process and the chemical or physical effect, 

 or prevention of that effect, is a direct and necessary step in the production 

 of the article. 

  Example: Mold release chemicals; nitrogen used to prevent 

 oxidation in an annealing process; cutting/cooling oil applied to metalwork 

 in process during milling; and sanitization chemicals used to meet USDA 

 standards for machinery and equipment used in processing meat and poultry 

 for human consumption. 

 b. Substances used in testing the quality of the finished article of 

 commerce are exempt. 
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 c. Substances used to fuel, cool, heat, lubricate, clean, protect, 

 maintain, operate, repair, or otherwise affect machinery or equipment used 

 in a manufacturing or processing facility, or the facility itself, are not 

 exempt. 

  Examples: 

  (1) Substances used to polish, paint, refinish, clean, or sanitize  

  machinery, equipment, structures, floors, ceilings, and walls of a  

  manufacturing facility are not exempt. 

  (2) Gas, diesel, oil, natural gas, or other materials used to power 

  machinery and equipment are not exempt. 

 d. Substances used before the manufacturing process begins or after 

 the manufacturing process concludes are not exempt. 

 e. Water used during the manufacturing process is not exempt. 

3. In order to be exempt, substances must be used by a manufacturer during 

manufacturing process. 

 a. A business which processes photographic film or negatives, and 

 prints photographs, plates, slides, or other similar items from the film or 

 negatives is not a manufacturer. 

 b. A business which produces printed material is a manufacturer.  

 Substances used in processing film, negatives or other similar items are not 

 exempt unless such processing is incidental to the printing. 

D. The Arkansas Supreme Court has determined that in certain circumstances, 

chemicals can be considered “equipment” for purposes of this exemption if the 

chemicals are used directly in manufacturing, serve as instruments or tools with 

some degree of complexity, possess continuing utility, and are not fully integrated 

into some other object.  The initial purchase of chemicals which meet these tests is 

exempt from sales and use tax.  Purchases of replacement chemicals will be exempt 

from sales and use tax.  Purchases of replacement chemicals will be exempt if the 

provisions of GR-55(D)(2) are met.  See Weiss v. Chem-Fab Corporation, 336 Ark. 

21 (1999).  The following are examples: 

 1. Annealing chemicals which physically alter the grain structure in 

 metal in order to bend and form parts are exempt; 

 2. Salts which mill away metal through direct chemical action are exempt; 

 and  

 3. Chemicals which are sprayed onto metal parts to detect cracks are 

 exempt. 

 

If you wish DFA to consider whether specific items purchased by  are exempt under the 

provisions of Ark. Code Ann. § 26-52-401(35) and GR-55.1, you may submit additional details 

regarding the uses of those items for our consideration and response.  

 

Next, you ask whether the gross receipts received from manufacturers for printing services are 

exempt from Arkansas sales tax.  As further described below, those gross receipts are exempt from 

sales tax. 
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Prior to 1983, the only provision of Arkansas sales tax law addressing printing was found in what 

is now Ark. Code Ann. § 26-52-301(4) which imposes sales tax on the total gross receipts derived 

from all sales of: 

  

(4) Printing of all kinds, types and characters, including the service of overprinting, 

and photography of all kinds; 

 

Under this provision of state law, all printers were treated as service providers and sales tax was 

due on the gross receipts received by those printers for their services. 

 

In 1983, the Arkansas General Assembly amended what is now Ark. Code Ann. § 26-52-402 

regarding the sales tax exemption for manufacturing machinery and equipment.  That law change 

amended the definition of “manufacturing” for that exemption to include printing of all kinds, 

types, and characters, including the services of overprinting and photographic processing 

incidental to printing.  The provisions of Ark. Code Ann. § 26-52-301(4), imposing sales tax on 

the service of printing, were not changed.  This created a question concerning whether a printer is 

simultaneously a retail seller of a taxable service and a manufacturer of articles for sale to the 

general public. 

 

In 1995, the Arkansas Supreme Court considered the case of Pledger v. Noritsu America Corp., 

320 Ark. 371, 896 S.W.2d 595 (1995).  In that case, a taxpayer contended that the machinery used 

to process photographic film was exempt from sales tax as machinery used directly in 

manufacturing.  The Supreme Court acknowledged that the term “manufacturing” included 

printing, overprinting, and photographic processes incidental to printing; however, the Court stated 

that the manufacturing exemption also required the manufacturers to produce an article of 

commerce for sale to the general public.  Machinery that processes photographic film to provide 

photographs for a single customer was not used in producing an article of commerce. 

 

In response to the law changes and case law described above, DFA promulgated sales tax rules to 

provide guidance for printers.  These rules recognize a distinction between job printers and 

manufacturing printers.  Gross Receipts Tax Rule GR-10 addresses this distinction between job 

printers and manufacturing printers as follows:  

 

GR-10. SERVICES SUBJECT TO TAX – PRINTING AND PHOTOGRAPHY, 

JOB PRINTERS, PRINTERS AS MANUFACTURERS: 

 

A. The tax must be collected and remitted on the service of printing of all kinds, 

types and characters, including the service of overprinting.  All businesses engaged 

in providing such services, including job printers and others, must collect and remit 

the applicable tax upon the gross receipts or gross proceeds derived from providing 

such services.   

B. Job printers must collect and remit tax upon the gross proceeds derived from 

the furnishing of such a service to a consumer without any deduction for any costs 

or expenses incurred in the furnishing of such services. 

Example:  Customer provides information to job printer to print catalogs for 

customer.  Job printer should collect and remit tax on the amount invoiced to 
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customer.  The job printer should pay tax on all materials used and consumed in 

performing the taxable service, such as the ink, paper, and all other materials used 

in printing and catalogs. 

C. Printers who print articles of commerce for sale to consumers are considered 

to be manufacturers.  Items used by a printer who is a manufacturer that become a 

recognizable (capable of being recognized), integral part of the printed product may 

be purchased by the printer exempt as a sale-for resale.  (See GR-53.)  Printers must 

pay tax on items used in the printing process that do not become a recognizable, 

integral part of the printed product. 

D. (omitted) 

 

Rule GR-10 highlights the fact that some printers are job printers while other printers produce 

articles of commerce.  A job printer is defined by Arkansas law to be providing a taxable service.  

As explained by GR-10(B), a job printer is required to collect and remit sales tax on the gross 

receipts derived from the printing services they provide.  A job printer is not a manufacturer and 

is required to pay sales tax on the equipment they use in producing printed materials. A printer 

who produces an “article of commerce” is treated as a manufacturer and may purchase eligible 

machinery and equipment free from state sales and use tax under the manufacturing exemption.  

The term “article of commerce” is defined in Gross Receipts Tax Rule GR-55(F)(6) as follows: 

 

“Article of commerce” includes any property to be placed on the market for retail 

sale to general public and any property which becomes a recognizable integral part 

of a manufactured product in its finished and packaged form ready to be placed on 

the market for retail sale.  Custom items which are produced for specific customers 

in response to special orders and which are not readily marketable to the general 

public are not articles of commerce. 

 

Generally speaking, a business is treated as a job printer when the business receives an order from 

a customer to produce a specific product for that customer.  For example, a printer who produces 

a catalog for a specific customer is a job printer.  Similarly, a printer who produces business cards, 

banners, posters, stationary, brochures, or pamphlets based on a specific customer order is a job 

printer.  A job printer is a service provider rather than a seller of tangible personal property.  The 

items produced by a job printer are special order items and do not come within the definition of an 

“article of commerce”.  A job printer should collect Arkansas state and local sales tax on the gross 

receipts derived from their printing services. 

 

A business is considered as a manufacturer printer when the business produces an “article of 

commerce” that will be placed on the market for retail sale to the general public.  Examples of 

manufacturing printers are businesses that produce greeting cards, postcards, newspapers, 

magazines, pre-printed signs, and maps.  These items are not produced in response to a specific 

customer order.  Instead, they are produced for placement in the retail market for sale to the general 

public.  A manufacturer printer is not required to collect or remit sales tax on the gross receipts 

derived from their services.  Instead, sales tax will be remitted by the ultimate consumer of the 

items produced.  
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 performs its printing services as one step in the manufacturing process for corrugated 

paper boxes and similar products.  These products are resold to an end-user for use in packaging 

products for retail sale.  The packaging is sold to the ultimate consumer and sales tax will be 

collected at that time on the total gross receipts derived from that retail sale.  As a manufacturer 

printer,  is not required to collect or remit sales tax to DFA on the gross receipts derived 

from its services.  

 

Although you did not ask about the taxability of machinery and equipment used by  in its 

manufacturing process, it is appropriate that  be aware of state law regarding those 

purchases.  Gross Receipts Tax Rule GR-56.1 states: 

 

GR-56.1. EXEMPTIONS FROM TAX – MANUFACTURING 

EXEMPTION – SPECIFIC BUSINESSESS – PRINTERS 

 

A. Machinery and equipment used directly by a manufacturer in the printing 

process and which otherwise satisfies the requirements of GR-55, is exempt from 

tax.  For purposes of the manufacturing exemption, the printing process begins at 

the time a job is received in either electronic form or in the form of drawings or 

copy and includes all processes needed to convert the electronic form, drawing or 

copy into printed material, including the following process: 

 1. The initial typesetting and composition, producing a paste-up, 

 combining photographs with words, make page makeups and taking 

 pictures of them, making proofs and paper for editing, producing negatives 

 for plate-ready films, producing an image carrier installed on a printing 

 press, or equivalent prepress technology employed to produce an image 

 carrier, and the bindery/finishing stage; or  

 2. Using computers, scanners, proofers, typesetters, photographic 

 equipment, film processors, and direct-to-plate equipment exclusively in 

 performing any of the processes listed in (1) above.  Manufacturing printed 

 materials does not include using computers, scanners, and the other 

 equipment listed to design, write or compose an original item or document 

 to be printed.   

B. “Typesetting” includes converting images into standardized letter forms of 

a certain style which usually are hyphenated, justified and indented automatically 

by means of machinery and equipment.  Typesetting machinery and equipment 

includes fonts, video display terminals, tape and disc making equipment, computers 

and typesetters which are interconnected to operate essentially as one machine.   

 

A manufacturer printer may purchase eligible machinery and equipment used in producing its 

articles of commerce free from sales and use tax as provided by Gross Receipts Tax Rule GR-56.1.  

If you have questions regarding the purchase of machinery and equipment used by  in its 

manufacturing process, you may request issuance of a legal opinion addressing those questions. 

 

This opinion is based on my understanding of the facts as set out in your inquiry as those facts are 

governed by current Arkansas laws, rules, and regulations.  Any change in the facts or law could 
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result in a different opinion.  You may rely on this opinion for three years pursuant to Gross 

Receipts Tax Rules GR-75(B). 

 

Sincerely,  

 

 

 

John H. Theis, Attorney at Law 

Revenue Legal Counsel 

 

  




