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 RE: Sales Tax Exemption for  /Letter Opinion Renewal 

  Opinion 20190419 

 

Dear : 

 

Your letter to the Department of Finance and Administration (“DFA”), Revenue Legal Counsel, 

requesting an opinion on the sales tax exemption of  has been referred to 

me for a response.  In your letter you made inquiry as follows: 

 

 is a non-profit, religious and charitable organization and is listed 

as a specific organization under GR-31.  The purpose of this letter is to request a new 

opinion letter to replace the attached opinion letter dated April 13, 2016.   

 

RESPONSE 

 

Previously, Opinion 201603011 was issued by DFA on April 13, 2016, to advise of the sales 

tax exemption status of .  As explained more fully below, the conclusion 

remains the same, although the law and corresponding analysis has been updated as required.  

 is an organization specifically named by statute as exempt from sales tax 

on its purchases of all tangible personal property, specified digital products, digital codes, or 

services.  As a “charitable organization”,  is also generally exempt from 

sales tax on sales of tangible personal property or services made by it.  However, if  

 makes any sales of new tangible personal property that compete with those of 

a for-profit business, the exemption would not apply, and the sales would be taxable. 

 

I. SALES TO  

 

The Arkansas Gross Receipts tax, commonly referred to as “sales tax”, generally applies to all 

sales of tangible personal property, specified digital products, digital codes, and certain 

enumerated services, unless otherwise exempted.  See Ark. Code Ann. § 26-52-301 (Supp. 
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2017).  Under Ark. Code Ann. § 26-52-401 and Arkansas Gross Receipts Tax Rule GR-311, 

certain specified organizations and groups are exempt from sales tax on their purchases of 

tangible personal property or services.   is one of the organizations 

specifically listed in the statute as exempt from gross receipts tax on purchases of all tangible 

personal property or services.  See Ark. Code Ann. § 26-52-401(33) (Supp. 2017) and Gross 

Receipts Tax Rule GR-31(B)(19). 

 

II. IS  A “CHARITABLE ORGANIZATION”? 

 

As a threshold issue, it must be determined whether  qualifies as a 

“charitable organization”.  The provisions of Ark. Code Ann. § 26-52-401(2) (Supp. 2017) 

provide that sales of tangible personal property and services by charitable organizations are 

exempt from tax, except when the organization may be engaged in business for profit.  See also 

Gross Receipts Tax Rule GR-39(A).  Additionally, sales of new tangible personal property 

made by charitable organizations which compete with sales made by for-profit business are not 

exempt.  Id. 

 

A charitable organization is defined as “an organization whose purpose is benevolent, 

philanthropic, patriotic or eleemosynary and whose function if performed, and not performed 

by a private party, would have to be performed at public expense.”  Gross Receipts Tax Rule 

GR-37(E)(6).  While  may be a 501(c)(3) non-profit organization for federal 

income tax purposes, that does not, by itself, qualify it as a charitable organization for Arkansas 

sales and use tax purposes.  Rather, it must first meet the definition of a “charitable 

organization” as provided in Gross Receipts Tax Rule GR-37(E)(6), supra. 

 

The common theme of the terms benevolent, philanthropic, and eleemosynary is providing 

humanitarian relief or assistance to individuals in need.  Examples of such assistance would 

include providing the necessities of life such as food, clothing, shelter, and medical care to 

needy individuals.  Similarly, an example of a charitable patriotic organization would be an 

entity that provided aid to wounded or needy veterans.  To qualify as a charitable organization, 

however, an organization must also perform a function that, if not performed by a private party, 

would have to be performed at public expense. 

 

Based on information contained on your website,  provides food 

distribution, disaster relief, rehabilitation centers, anti-human trafficking efforts, and a wealth 

of children’s efforts.  Therefore,  qualifies as a charitable organization as 

defined in Gross Receipts Tax Rule GR-37(E) as was previously confirmed in Opinion 

20160311. 

 

III. SALES BY A CHARITABLE ORGANIZATION GENERALLY 

 

The sales tax exemption given to charitable organizations will not apply to sales of new tangible 

personal property, specified digital products, or a digital code if the sales compete with sales 

made by for-profit businesses.  See Ark. Code Ann. § 26-52-430(a) (Supp. 2017); Gross 

                                                 
1  The Arkansas Gross Receipts Tax Rules are available online at 

http://www.dfa.arkansas.gov/offices/policyAndLegal/Documents/et2008_3.pdf. 
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Receipts Tax Rule GR-39(A); and Gross Receipts Tax Rule GR-39(C)(1).   Sales by a charitable 

organization will not be deemed to compete with sales by a for-profit business if the following 

criteria are satisfied:  

 

(1) The sale is conducted by a member of the charitable organization and not by a 

franchisee or licensee;  

(2) All proceeds derived from the sale will go to the charitable organization; and 

(3) The sales transaction is not continuing and has not been held more than three (3) 

times in one year. 

 

See Ark. Code Ann. § 26-52-430(b)(1)-(3) (Supp. 2017) and GR-39(C)(2)(a)-(c). 

 

CONCLUSION 

 

Accordingly,  may make purchases of all tangible personal property, 

specified digital products, digital codes, or services tax exempt.   is also 

generally exempt from sales tax on sales of tangible personal property or services made by it.  

However, if  makes any sales of new tangible personal property that 

compete with those of a for-profit business, the exemption would not apply, and the sales would 

be taxable. 

 

This opinion is based upon my understanding of the facts as set out in your inquiry and as 

current Arkansas laws and rules govern those facts.  Any change in the facts or law could result 

in a different opinion.  Please be advised that this opinion may only be binding upon DFA for 

three (3) years from the date of issuance.  See Gross Receipts Tax Rule GR-75. 

 

The Gross Receipts Rules cited in this opinion may be viewed on DFA’s website at 

http://www.dfa.arkansas.gov/offices/policyAndLegal/Documents/et2008_3.pdf. 

 

 

Sincerely, 

 

 

 

Nina Samuel Carter 

Office of Revenue Legal Counsel 
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