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Arkansas exempts food and food ingredients from state sales and use 
taxes  
Arkansas enacted H.B. 1685 on April 22, 2025, to exempt the gross receipts or gross proceeds derived 
from the sale of food and food ingredients from state-level sales and use taxes and update definitions, 
effective January 1, 2026. 

Observation: Prior to enactment, groceries were taxed at a reduced state sales and use tax rate of 
1.375%. Municipalities and counties will continue to levy sales and use tax on groceries under existing 
laws.    

The legislation clarifies that the definitions of "food" and "food ingredients" exclude prepared food, which 
remains taxable. “Prepared food” excludes food that is only cut, repackaged, or pasteurized by the seller, 
or eggs, fish, meat, poultry, and foods containing these raw animal foods requiring cooking by the 
consumer to prevent food-borne illnesses. The state's definition of food and food ingredients also 
continues to exclude candy, soft drinks, alcoholic beverages, and dietary supplements.    

Be aware: Businesses purchasing or selling food and food ingredients in Arkansas should review their 
invoices or tax compliance processes to ensure they align with the state-level exemption once it becomes 
effective.  

 

Welcome to the US Indirect Tax Digest. We highlight significant sales and use tax legislative 
enactments, regulatory adoptions, judicial decisions, and administrative guidance. We hope that you 
find the digest valuable and look forward to your feedback.  
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https://arkleg.state.ar.us/Bills/Detail?id=hb1685&ddBienniumSession=2025%2F2025R
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Georgia promulgates regulation clarifying taxation of 
digital products   
The Georgia Department of Revenue on April 16 adopted a new regulation clarifying 
terms related to the taxation of digital products, goods, and codes, providing examples of 
when an end user receives the right of permanent use, and explaining sourcing rules.   

Effective January 1, 2024, Georgia’s Act 236 imposed sales and use tax on specified 
digital products, other digital goods, and digital codes sold to an end user in state, 
provided that such end user receives or will receive the right of permanent use of such 
products, goods, or codes and the transaction is not conditioned upon continued payment 
by the end user.    

Effective May 6, 2025, the adopted regulation provides that when a seller allows an end 
user to download and retain a product, the purchase has conferred the right of permanent 
use to the end user.    

Observation: The regulation states that the right of permanent use has been conferred 
even if the end user's right is contingent upon continued payment. An example is 
provided clarifying that a digital newspaper subscription that permits an end user to 
download the newspaper and also access it online is taxable.   

The regulation states that a transaction containing both non-fungible tokens (NFTs) and 
taxable specified digital products, other digital goods, or digital codes is taxable. The 
Department provides an example of digital graphic art minted with an NFT, which is 
taxable.    

The regulation contains the following definitions that are not included in the statute:    

• "Digital Book" means works that are generally recognized in the ordinary and 
usual sense as books  

• "Software as a Service" (SaaS) means a method of software delivery and 
licensing in which software is accessed online via a subscription, rather than 
bought and installed on individual computers  

• "Subscription" means an agreement with a seller that grants a consumer the right 
to obtain products transferred electronically from within one or more product 
categories having the same tax treatment, in a fixed quantity or for a fixed period 
of time, or both.   

Observation: Georgia does not impose sales and use tax on SaaS. Additionally, the sale 
of prewritten computer software transferred electronically or delivered by means of load 
and leave remain exempt from sales tax and use tax.   

The regulation provides that purchases of specified digital products, other digital goods, 
and digital codes are sourced in accordance with Section 48-8-77.    

Observation: Georgia’s existing destination-based sourcing rules apply.   

Rule 560-12-2-.118 (4/16/25)   

https://www.legis.ga.gov/legislation/63791
https://rules.sos.ga.gov/gac/560-12-2-.118
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Illinois confirms tariffs not deductible from Retailers’ 
Occupation Tax   
The Illinois Department of Revenue issued General Information Letter ST 25-0022-GIL 
on April 7, 2025, addressing whether federal importation taxes (tariffs) are deductible, in 
computing Retailers’ Occupation Tax (ROT) liability, from gross receipts of tangible 
personal property sold at retail.  

A taxpayer inquired about (1) whether sales tax (also known as ROT) applies when 
purchasing materials from a vendor and tariffs are separately stated on the invoice, and 
(2) if tariffs included in the purchase price of materials can be deducted.   

Illinois’ ROT Act does not allow a deduction from gross receipts or selling prices for cost 
of property sold, the cost of materials used, labor or service costs, idle time charges, 
incoming freight or transportation costs, overhead costs, processing charges, clerk hire or 
salesmen’s commissions, interest paid by the seller, or any other expenses whatsoever.   

The Department noted that the “identity of the person legally responsible for paying the 
tariff under federal law is the critical factor in determining whether sales or use tax applies 
to the amount of the tariff.” The Department concluded that if the seller is the importer 
and passes the tariff on to the customer, the tariff is part of the selling price and included 
in taxable gross receipts. If the customer as the end-user is the importer, the tariff is not 
part of the selling price for purposes of computing the customer’s use tax liability.   

The Department determined that tariffs are costs of doing business to the importer that 
are not deductible, in computing ROT liability on the subsequent retail sale, even if 
separately stated on the bill to the customer.    

Observation: Companies need to review the terms of a sale and invoice presentation 
related to the sale/purchase of imported goods subject to tariffs to ensure that ROT is 
appropriately charged related to imported goods.   

General Information Letter ST 25-0022-GIL, Illinois Department of Revenue (4/7/25)   

New York Court of Appeals affirms sales tax on advertising 
analytics reports   
The New York Court of Appeals on April 17, 2025, affirmed the Supreme Court Appellate 
Division’s decision that a service to collect and analyze advertising data used in reports is 
a taxable information service.   

The taxpayer provides advertising effectiveness analysis that surveys individuals 
exposed to a client’s digital ads and compares results with a control group. Survey results 
are analyzed and compiled into a custom report including data, benchmarking 
comparisons, insights, and recommendations. Key data from each report is added to a 
broader benchmarking database that the taxpayer sells separately or uses in other client 
reports.   

Upon audit, the Department of Taxation and Finance determined the taxpayer’s service 
constituted the sale of taxable information services. The taxpayer appealed to the 

https://tax.illinois.gov/content/dam/soi/en/web/tax/research/legalinformation/letterrulings/st/documents/2025/st25-0022-gil.pdf
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Division of Tax Appeals, the Tax Appeals Tribunal, the Supreme Court Appellate 
Division, and the Court of Appeals.   

New York provides a statutory exclusion from sales and use tax for the furnishing of 
information that is personal or individual in nature and that is not or may not be 
substantially incorporated in reports furnished to other persons.    

The taxpayer argued that its service was personal and qualified for the exclusion due to 
the customized nature of each report. The Tribunal found that the taxpayer’s primary 
function is collecting and analyzing data, a taxable information service, and not delivering 
advisory services.    

The Court of Appeals affirmed the Appellate Division’s determination that the Tribunal’s 
findings were reasonable since (1) the service represents the furnishing of information 
because the primary function is the collection and analysis of information 
(recommendations or advice are ancillary to the core purpose, data analysis), and (2) 
even if only a small portion of data was reused, its qualitative value rendered it 
“substantial” under the statute.   

Observation: Court of Appeals Judge Troutman issued a 22-page dissenting opinion, 
concurred by Chief Judge Wilson, contending that the imposition of tax on “such 
insubstantial information is plainly not what the legislature intended.”   

Be aware: Companies offering or purchasing in New York customized data analytics or 
marketing evaluation products that rely on aggregated datasets reused across clients 
should analyze whether these services could be considered taxable information 
services.   

In the Matter of Dynamic Logic, Inc. v. Tax Appeals Tribunal of the State of New York, 
No. 35, Court of Appeals of New York (4/17/25)  
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