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SUMMARY

The Supreme Court of Arkansas held that American Honda Finance Corporation was not a taxpayer
entitled to a bad-debt deduction or refund under Arkansas Code § 26-52-309. The court concluded that
the motor-vehicle gross receipts tax was payable by the consumer, and that Honda’s payment of the
tax on the consumer’s behalf did not make Honda liable to remit the tax. The court also held that
sovereign immunity did not bar Honda’s refund action and reversed the circuit court’s partial summary

judgment.
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QUESTIONS PRESENTED

1. Whether sovereign immunity barred Honda's action seeking a refund under the Arkansas Bad Debt

Statute.

2. Whether Honda was a taxpayer entitled to a bad-debt deduction or refund under Arkansas Code
Annotated section 26-52-309.

3. Whether Honda acquired any taxpayer-refund rights through assignment of installment contracts from

the sellers.

HOLDINGS

1. Sovereign immunity did not bar Honda's action because the State waived immunity by providing a

statutory refund remedy under the proper circumstances.

2. Honda was not a taxpayer entitled to a deduction or refund under Arkansas Code Annotated section 26-

52-309 because it was not liable to remit the motor-vehicle gross-receipts tax or report that tax.

3. The general taxpayer definition in the Arkansas Tax Procedure Act did not control the Bad Debt Statute

because the Gross Receipts Act contains a specific taxpayer definition applicable to that subject matter.

4. Honda acquired no taxpayer-refund rights through assignment of the sellers' installment contracts

because the sellers themselves were not taxpayers entitled to the refund.

KEY QUOTATIONS

“We hold that the circuit court erred in finding that Honda is a taxpayer under the "Bad Debt Statute" and
entitled to a refund.” (200 S.W.3d at 381)

“By providing the remedy of a refund under the proper circumstances, the State waived sovereign immunity.”
(200 S.W.3d at 385)

“The only party who is liable to pay the motor vehicle gross receipts tax is the consumer.” (200 S.W.3d at
386)

FACTUAL BACKGROUND

Honda financed motor-vehicle sales by purchasing installment contracts from dealers and paying the dealers the
financed amounts, including motor-vehicle gross-receipts tax. The consumers were the parties required to pay
the tax to the Arkansas Department of Finance and Administration, although the dealers initially paid it and

Honda reimbursed them. After consumers defaulted and Honda wrote off the uncollectible debts for federal



income-tax purposes, Honda sought a proportional Arkansas gross-receipts-tax refund under the Bad Debt
Statute.

PROCEDURAL HISTORY

Honda sought a refund or deduction of Arkansas motor-vehicle gross-receipts tax attributable to bad debts
arising from financed vehicle sales. DF&A denied the claim, concluding Honda was not a taxpayer under
Arkansas Code Annotated section 26-52-309. The Pulaski County Circuit Court entered partial summary
judgment concluding that sovereign immunity did not bar the action and that Honda was a taxpayer entitled to

seek the refund. The Arkansas Supreme Court reversed.

DISPOSITION

reversed
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