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UNIVERSITY OF ARKANSAS

FOR MEDICAL SCIENCES
Mark A. Hagemeier Office of General Counsel
Chief General Counsel 4301 West Markham Street, #860
Tel.: 501-686-7608 Little Rock, AR 72205-7199

Fax: 501-686-7736

August 25, 2017
Re:  UAMS Exempt from State Sales and Use Taxes

To Whom It May Concern

Please be advised that on July 25, 2017, the Arkansas Department of Finance and
Administration issued UAMS a formal letter ruling, Opinion 20170707. A copy of that
letter is attached. In that letter, Office of Revenue Legal Counsel determined that
purchases made directly by UAMS qualify for the State’s Sales and Use Tax Exemption
under Ark. Code Ann. §26-52-401(21). Based upon this ruling by the Arkansas
Department of Finance and Administration, please do not include Sales and Use Taxes in
your bill or invoice,

[ appreciate your attention to this matter.
Very truly yours,

R /%W

Mark A. Hagemeier

MAH:der
Att..
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Mr. Mark A. Hagemeier
UAMS

Chief General Counsel

UAMS

4301 West Markham Street, #860
Little Rock, AR 72205-7199

Office of General Counsel

RE: Sales Tax — Charitable Non-profit Hospital
Opinion 20170707

Dear Mr. Hagemeier:

This letter is in response to your request of July 5, 2017, to renew a legal opinion (20130207)
that was issued to UAMS on March 21, 2013. You note that the facts set forth in Opinion
20130207 are still correct: UAMS is a state-owned, tax-supported hospital and none of the
other facts cited to support Opinion 20130207 have changed. Opinion 20130207 is set forth
below:

Your letter to Tim Leathers requesting a legal opinion pertaining to the sales
tax exemption provided in Ark. Code Ann. § 26-52-401(21) has been referred
to me for response. You have asked if the exemption applies to purchases made
by the University of Arkansas for Medical Sciences (UAMS) for the purpose
of biomedical research. You state that the majority of biomedical research at
UAMS is supported by grants and contracts, many of which are obtained from
federal agencies. You state that with the continued flat budgets for the
National Institutes of Health (which is the primary funder of biomedical
research), investigators are finding it increasingly difficult to maintain their
research programs. You state that the exemptions of supplies, equipment and
services from sales and use tax would significantly facilitate the conduct of
biomedical research and the discovery process at UAMS by enabling
investigators to “stretch” their grant dollars farther.

Ark. Code Ann. § 26-52-401(21) provides that there is specifically exempted
from tax the following:

(A) Gross receipts or gross proceeds derived from the sale of any tangible
personal property or services as specifically provided in this subdivision (21) to
any hospital or sanitarium operated for charitable and nonprofit purposes or
any nonprofit organization whose sole purpose is to provide temporary housing
to the family members of patients in a hospital or sanitarium.



(B) However, gross proceeds and gross receipts derived from the sale of
materials used in the original construction or repair or further extension of the
hospital or sanitarium or temporary housing facilities, except state-owned tax-
supported hospitals and sanitariums, shall not be exempt from this chapter.

Arkansas Gross Receipts Tax Rule GR-37, which was promulgated to further
interpret this code section, provides that “[t]he gross receipts or gross proceeds
derived from the sale of tangible personal property or services to any state
owned and tax supported hospital or sanitarium operated for charitable and
non-profit purposes are exempt from the tax.” Rule GR-37(A).

Rule GR-37(E) provides the following definitions:

“Non-profit” means that no part of the income received by the hospital or
sanitarium from any sources inures (either directly or indirectly) to the benefit
of any individual, corporation organized for profit, trust organized for profit, or
partnership organized for profit.

“Hospital” means an institution which provides medical and surgical care for
the general public. Two basic factors determine whether an institution is a
hospital: a) The institution provides beds for the overnight stay of patients (an
institution which provides “out-patient” services only is not a hospital); and b)
The institution provides a broad range of medical and surgical services.

“State-owned, tax-supported” means owned by the State of Arkansas and
supported by public funds.

Rule GR-37(G) also provides that “An entity that is affiliated with a hospital,
but is a separate legal entity from the hospital and does not itself qualify as a
‘hospital’ or ‘sanitarium,” may not purchase items exempt from tax if the
entity’s purchases are paid by the separate entity. For example, a clinic that is
a subsidiary or affiliate of a hospital, but that provides ‘out-patient’ services
only or otherwise fails to qualify as a hospital, is not exempt from tax on
purchases of items paid with the subsidiary or affiliates’ own funds”.

UAMS is a state-owned, tax-supported hospital. Therefore, purchases made
directly by UAMS qualify for the exemption provided in Ark. Code Ann. § 26-
52-401(21).  Your letter does not state who is conducting the biomedical
research or where the research is being conducted; however, | have assumed
that the research is being conducted at the Biomedical Research Institute,
located on the UAMS campus. If the Biomedical Research Institute is
affiliated with UAMS and is not a separate legal entity from UAMS, then
purchases of tangible personal property and services to be used at the
Biomedical Research Institute would also qualify for the exemption. If the



Biomedical Research Institute is a separate legal entity from UAMS, then the
exemption would not apply.

Response: Since the facts, law and rules set forth in Opinion 20130207 have not changed,
Opinion 20130207 is hereby renewed for a period of three years from the date of this opinion
as authorized under Rule GR-75(B).

The Gross Receipts Rules cited in this opinion may be viewed on the Department’s website at
www.dfa.arkansas.gov. From the DFA home page, click on “Revenue Rules”. Then click on
“Excise Tax” and then “2008-3".

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 result in a different opinion.

Sincerely,
i chae Qrviekn lo—

Michael Wehrle
Office of Revenue Legal Counsel



