
 

 

 

 

 

 

 

 

 

STATE OF ARKANSAS   
 REVENUE LEGAL COUNSEL   
Department of Finance Post Office Box 1272, Room 2380 
 Little Rock, Arkansas 72203-1272 
and Administration Phone: (501) 682-7030   
 Fax: (501) 682-7599 
 http://www.dfa.arkansas.gov  

                                   
 

October 30, 2019 

 

 

Via Email to:

 

Re: Legal Opinion No. 20191019 

 

Dear  

 

This is in response to your email dated October 18, 2019 to Mr. Joel DiPippa, Senior Counsel 

with the Arkansas Department of Finance and Administration (“DFA”).  Your email was 

forwarded to me for response.  

FACTS 

 

Your email explained that the  presents a Haunted House each 

year as a fund raiser.  You explained that the event is held for two days each year and that he 

money collected from the event goes to the volunteer fire department.   During the last two years 

you stated that sales tax has been remitted to DFA on all ticket sales.  You now question whether 

sales tax is due on those sales or whether those sales should be exempt from tax. 

 

A flyer announcing dates for the Haunted House was included with your email.  That flyer 

indicated that, in addition to the Haunted House, the event also includes a Haunted Hayride.  

Also, the flyer indicated that a concession stand was open and available during the event.  

 

RESPONSE 

For the reasons explained more fully below, the sales of tickets and admissions to the haunted 

house are exempt from Arkansas state and local sales tax. 

 

LAW 

 

Arkansas law imposes sales tax on all sales of tangible personal property and selected services, 

unless a specific exemption has been enacted by the Arkansas General Assembly.  Arkansas 

Code Annotated § 26-52-301(5) provides that sales tax is imposed on: 

 

(5) Tickets or admissions to places of amusement or to athletic, entertainment, or 

recreational events, or fees for access to or the use of amusement, entertainment, 

athletic, or recreational facilities; 

 



A sales tax exemption has been enacted by the General Assembly for certain sales by charitable 

organizations.  That exemption provides: 

(2)  The gross receipts or gross proceeds derived from the sale of tangible 

personal property, specified digital products, a digital code, or service by 

charitable organizations, except when the organizations may be engaged in 

business for profit; (Ark. Code Ann. § 26-52-401(2)) 

DFA has promulgated Gross Receipts Tax Rule GR-37(E)(6) to define the term “charitable 

organization”, as follows: 

6. “Charitable organization” means 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. 

The term “engaged in business for profit” is defined in Gross Receipts Tax Rule GR-39(D)(2) to 

mean: 

that the income or receipts of the church or charitable organization inures to the 

benefit of an individual, corporation organized for profit, trust organized for profit 

or partnership organized for profit.  A charitable organization or church that has 

obtained a ruling from the United States Internal Revenue Service or Arkansas 

Department of Finance and Administration, Income Tax Section, which certifies 

the organization for income tax purposes is presumed to be a non-profit 

organization. 

The Arkansas General Assembly addressed the sale of tangible personal property that competes 

with sales by other for-profit businesses in Ark. Code Ann. § 26-52-430 which states, in relevant 

part: 

(a) The exemptions stated in this subchapter for a charitable organization shall 

not extend to sales of new tangible personal property, specified digital 

products, or a digital code by the charitable organization if the sales compete 

with sales by for-profit businesses. 

(b) A sale by a charitable organization does not compete with a sale by a for-

profit business if: 

(1) The sales transaction is conducted by a member of the charitable 

organization and not by a franchisee or licensee; 

(2) All the proceeds derived from the sales transaction go to the charitable 

organization; and 



 

 

 

(3) The sales transaction is not a continuing one and is held not more than 

three (3) times a year 

 

 

ANALYSIS 

 

The sale of tickets to a haunted house or hay ride would typically be subject to sales tax as the 

sale of a ticket or admission to a place of amusement or entertainment.  However, that sale would 

be exempt from sales tax if the  is a charitable 

organization.  

 

Gross Receipts Tax Rule GR-37(E)(6) defines a charitable organization as follows: 

 

6. “Charitable organization” means 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. 

 

The term “benevolent” is defined in Webster's New World Dictionary (3rd Ed.) to mean “doing 

or inclined to do good;”.   Gross Receipts Tax Rule GR-31.1 defines the term “volunteer fire 

department” as follows: 

 

3. “Volunteer fire department” means the following: 

 

a. A rural volunteer fire department, including a fire department organized 

by a city that provides fire protection to areas both within and without the 

city limits, formed as a subordinate service district of the county or an 

improvement district, or a subscription fire service department formed as a 

nonprofit organization for fire protection under the laws of this state;   

 

b. A fire department in which seventy-five percent (75%) or more of the fire 

fighters employed are volunteer fire fighters, who receive no regular 

compensation for their services;   

 

c. A fire department with service areas established by the appropriate 

quorum courts pursuant to Ark. Code Ann. § 14-284-207; and 

 

d. A fire department registered with the Administrator of the Office of Fire 

Services. 

 

 

The very nature of a volunteer fire department indicates that it is a benevolent organization.  The 

department if made up of persons who volunteer their time and effort, without compensation, to 

protect the property and lives of their fellow citizens.  Accordingly, a volunteer fire department 

is a charitable organization under Ark. Code Ann. § 26-52-401(2) and GR-37(E)(6) if its 



 

 

 

function would otherwise have to be provided by the government and it is not engaged in 

business for profit. 

 

Fire protection is a traditional governmental function that, if not performed by volunteers, would 

have to be performed at public expense.  Many cities in Arkansas provide fire protection either 

through a paid fire department, a volunteer department, or a department with both paid and 

volunteer fire fighters.  Volunteer fire departments in Arkansas are typically organized under 

state law to provide fire protection services. The function of the  

 if not performed by it, would have to be performed at public expense. Accordingly, 

the department is a charitable organization under Arkansas law if it is not engaged in business for 

profit. 

 

The information provided with your letter reveals that the proceeds from the haunted house are 

used for purposes of the volunteer fire department.  Consequently, the income or receipts from 

that event do not inure to the benefit of an individual, corporation organized for profit, trust 

organized for profit or partnership organized for profit.     Consequently, the department is not 

engaged in business for profit and may sell admissions or tickets to the haunted house without 

collecting or remitting sales tax on those sales. 

 

You did not ask about sales made through the concession stand; however, the same analysis 

applies to those sales.  Sales tax is due on the sale of items sold through the concession stand 

unless those sales satisfy the requirements described above to claim the exemption for sales by a 

charitable organization and those sales do not compete with sales by for- profit businesses. 

Concession stand sales will not compete with sales by for-profit businesses under Ark Code Ann.  

§ 26-52-430 if the concession stand sales are conducted by members of the volunteer fire 

department, all proceeds from the sale go to the department, and the sales transactions are not 

held more than three times a year.  

 

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 relied upon by the company 

and will only be binding upon the Department for three (3) years from the date of issuance. 

Arkansas Gross Receipts Rule GR-75. 

 

 

 

Sincerely, 

 

 

 

 

John Theis 

Revenue Legal Counsel 

 




