As Passed by the Senate

126th General Assembly
Regular Session Sub. S. B. No. 26
2005-2006

Senators Amstutz, Austria, Clancy, Carey, Coughlin, Gardner, Goodman,
Harris, Hottinger, Jacobson, Mumper, Padgett, Schuring, Spada, Wachtmann,

Zurz, Cates, Grendell, Niehaus

A BILL

To anmend sections 5739.031, 5739.033, 5739. 034,
5739. 035, 5739.123, and 5740. 10 of the Revised
Code to phase-in destination-based sourcing of

sales for small busi nesses.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 5739. 031, 5739.033, 5739. 034,
5739. 035, 5739.123, and 5740. 10 of the Revised Code be anended to

read as foll ows:

Sec. 5739.031. (A) Upon application, the tax comm ssi oner may
i ssue a direct paynment pernit that authorizes a consuner to pay
the sales tax levied by or pursuant to section 5739.02, 5739.021,
5739. 023, or 5739.026 of the Revised Code or the use tax |levied by
or pursuant to section 5741.02, 5741.021, 5741.022, or 5741.023 of
the Revised Code directly to the state and wai ves the coll ection
of the tax by the vendor or seller if payment directly to the
state woul d i nprove conpliance and increase the efficiency of the
adm ni stration of the tax. The conmi ssioner nay adopt rul es

establishing the criteria for the issuance of such permts.

(B) Each permt holder, on or before the twenty-third day of

A W N P

10
11
12
13
14
15
16
17

18



Sub. S. B. No. 26
As Passed by the Senate

each nonth, shall make and file with the treasurer of state a
return for the preceding nonth in such formas is prescribed by
the tax commi ssioner and shall pay the tax shown on the return to
be due. The return shall show the sumof the prices of taxable
mer chandi se used and taxabl e services received, the anmount of tax
due fromthe permt holder, and such other information as the
commi ssi oner deens necessary. The conm ssioner, upon witten
request by the pernit holder, may extend the tine for naking and
filing returns and paying the tax. If the comi ssioner deternines
that a pernmit holder's tax liability is not such as to nerit
nonthly filing, the conm ssioner may authorize the permt hol der
to file returns and pay the tax at less frequent intervals. The
treasurer of state shall show on the return the date it was filed
and the anount of the paynment remtted to the treasurer
Thereafter, the treasurer imediately shall transmit all returns

filed under this section to the tax conm ssi oner.

Any pernit holder required to file a return and pay the tax
under this section whose total paynent for any cal endar year
equal s or exceeds the anpunt shown in section 5739.032 of the
Revi sed Code shall make each paynent required by this section in
the second ensui ng and each succeedi ng year by el ectronic funds
transfer as prescribed by, and on or before the dates specified
in, section 5739.032 of the Revised Code, except as otherwi se

prescribed by that section.

(C For purposes of reporting and renitting the tax, the
price of tangible personal property or services purchased by, or
of tangi bl e personal property produced by, the pernit hol der shal
be deterni ned under division (G of section 5741.01 of the Revised
Code. Except as otherw se provided in division (6-(E) of section
5739. 033 of the Revised Code, the situs of any purchase
transaction nmade by the pernit holder is the |ocation where the

tangi bl e personal property or service is received by the permt

Page 2

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35
36
37
38
39
40
41
42

43
44
45
46
47
48
49
50



Sub. S. B. No. 26
As Passed by the Senate

hol der.

(D) It shall be the duty of every pernmit holder required to
nmake a return and pay its tax under this section to keep and
preserve suitable records of purchases together with invoices of
purchases, bills of lading, asset |edgers, depreciation schedul es,
transfer journals, and such other primary and secondary records
and docunents in such formas the conm ssioner requires. Al such
records and ot her docunents shall be open during business hours to
the inspection of the tax conmi ssioner, and shall be preserved for
a period of four years, unless the comrissioner, in witing, has
aut hori zed their destruction or disposal at an earlier date, or by
order or by reason of a waiver of the four-year tinme limtation
pursuant to section 5739.16 of the Revised Code requires that they
be kept | onger.

(E) A pernit granted pursuant to this section shall continue
to be valid until surrendered by the hol der or cancel ed for cause

by the tax conmi ssioner

(F) Persons who hold a direct paynment permit that has not
been cancel ed shall not be required to i ssue exenption
certificates and shall not be required to pay the tax as
prescribed in sections 5739.03, 5739.033, and 5741.12 of the
Revi sed Code. Such persons shall notify vendors and sellers from
whom pur chases of tangi bl e personal property or services are nade,
of their direct paynment pernit nunber and that the tax is being
paid directly to the state. Upon recei pt of such notice, such
vendor or seller shall be absolved fromall duties and liabilities
i nposed by section 5739.03 or 5741.04 of the Revised Code with
respect to sales of tangi ble personal property or services to such

permt hol der.

Vendors and sellers who nmake sal es upon which the tax i s not
coll ected by reason of the provisions of this section shal

mai ntain records in such nmanner that the anount invol ved and
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identity of the purchaser nmay be ascertained. The receipts from
such sal es shall not be subject to the tax levied in section
5739. 10 of the Revised Code.

Upon the cancellation or surrender of a direct payment
permit, the provisions of sections 5739.03, 5741.04, and 5741.12
of the Revised Code shall inmediately apply to all purchases nade
subsequent to such cancellation or surrender by the person who
previously held such pernit, and such person shall so notify
vendors and sellers from whom purchases of tangible persona
property or services are nade, in witing, prior to or at the tinme
of the first purchase after such cancellation or surrender. Upon
recei pt of such notice, the vendor shall be subject to the
provi sions of sections 5739.03 and 5739. 10 of the Revised Code and
the seller shall be subject to the provisions of section 5741.04
of the Revised Code, with respect to all sal es subsequently made
to such person. Failure of any such person to notify vendors or
sell ers from whom purchases of tangi bl e personal property or
services are nmade of the cancellation or surrender of a direct
paynment pernit shall be considered as a refusal to pay the tax by

the person required to issue such notice.

Sec. 5739.033. Fhis (A) Except as provided in division (B) of

this section, divisions (C) to (1) of this section apptH-es apply

to sales nade on and after July 1, 2005. Sal es nade before July 1
2005, are subject to section 5739.035 of the Revised Code. On and
after January 1, 2005, any vendor may irrevocably elect to conply

with divisions (C to (1) of this section for all of the vendor's

sal es and pl aces of business in this state.

The anount of tax due pursuant to sections 5739.02, 5739.021,
5739. 023, and 5739.026 of the Revised Code is the sumof the taxes
i mposed pursuant to those sections at the sourcing |ocation of the

sale as determ ned under this section or, if applicable, under
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division (C) of section 5739.031 or section 5739.034 of the

Revi sed Code, or at the situs of the sale as detern ned under

section 5739.035 of the Revised Code. This section applies only to
a vendor's or seller's obligation to collect and renit sal es taxes
under section 5739.02, 5739.021, 5739.023, or 5739.026 of the

Revi sed Code or use taxes under section 5741.02, 5741.021,

5741. 022, or 5741.023 of the Revised Code. Division (A) of this

section does not apply in determ ning the jurisdiction for which

sellers are required to collect the use tax under section 5741.05

of the Revised Code. This section does not affect the obligation

of a consuner to renit use taxes on the storage, use, or other
consunption of tangible personal property or on the benefit
realized of any service provided, to the jurisdiction of that

st orage, use, or consunption, or benefit realized.

A-(B)(1) As used in this division, "delivery sale" neans the

sale of tangi ble personal property or a service that is received

by a consuner, or a donee designated by the consuner, in a taxing

jurisdiction that is not the taxing jurisdiction in which the

vendor has a fixed place of business.

(2)(a) A vendor with total delivery sales in cal endar vear

2004 that are less than two nmillion dollars may continue to situs

its sales under section 5739.035 of the Revised Code in cal endar
yvears 2005 and 2006.

(b) A vendor with total delivery sales in calendar year 2006

that are less than one nmllion dollars nmay continue to situs its

sal es under_ section 5739.035 of the Revised Code in cal endar year
2007.

(c) Avendor with total delivery sales in cal endar year 2007

that are less than five hundred thousand dollars nmay continue to

situs its sales under section 5739.035 of the Revised Code in

cal endar year 2008.
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(d) In calendar year 2009 and thereafter, all vendors shall

source their sales under divisions (C to (1) of this section.

(3) If, in calendar year 2004, 2005, 2006, 2007, or 2008, a

vendor has total delivery sales that exceed the dollar anpunt in

division (B)(2)(a). (b)), or (c) of this section that is applicable

to that cal endar vear, the vendor shall source its sal es under

divisions (C to (1) of this section and shall continue to source

its sales under those divisions, regardl ess of the ampunt of the

vendor's total delivery sales in future vears.

(C) Except for sales, other than | eases, of titled notor
vehicles, titled watercraft, or titled outboard notors as provided
in section 5741.05 of the Revised Code, or as otherw se provi ded
in this section and section 5739.034 or 5740.10 of the Revised

Code, all sales shall be sourced as foll ows:

(1) If the consunmer or a donee designated by the consuner
recei ves tangi bl e personal property or a service at a vendor's
pl ace of business, the sale shall be sourced to that place of

busi ness.

(2) When the tangi bl e personal property or service is not
received at a vendor's place of business, the sale shall be
sourced to the location known to the vendor where the consumer or
the donee designhated by the consuner receives the tangible
personal property or service, including the location indicated by

instructions for delivery to the consuner or the consuner's donee.

(3) If divisions (A-(C) (1) and (2) of this section do not
apply, the sale shall be sourced to the location indicated by an
address for the consuner that is available fromthe vendor's
busi ness records that are maintained in the ordinary course of the
vendor's busi ness, when use of that address does not constitute
bad faith.

(4) If divisions (A-(QC (1), (2), and (3) of this section do
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not apply, the sale shall be sourced to the location indicated by
an address for the consumer obtained during the consunmati on of
the sale, including the address associated with the consuner's
payrment instrunment, if no other address is avail able, when use of

t hat address does not constitute bad faith.

(5) If divisions (A-(C) (1), (2), (3), and (4) of this section
do not apply, including in the circunstance where the vendor is
wi thout sufficient information to apply any of those divisions,
the sale shall be sourced to the address from which tangible
personal property was shipped, or fromwhich the service was
provi ded, disregarding any |ocation that nerely provided the

el ectronic transfer of the property sold or service provided.

(6) As used in division (AX(C) of this section, "receive"
nmeans taki ng possession of tangi ble personal property or making
first use of a service. "Receive" does not include possession by a

shi ppi ng conpany on behal f of a consuner.

{B}(D) (1) Notwi thstanding divisions {A-(C) (1) to (5) of this
section, a consuner that is not a holder of a direct paynent
perm t granted under section 5739.031 of the Revised Code, that
purchases conputer software delivered electronically or a service
for use in business, and that knows at the tine of purchase that
such software or service will be concurrently available for use in
nore than one taxing jurisdiction shall deliver to the vendor in
conjunction with its purchase a multiple points of use exenption
form prescribed by the tax comm ssioner disclosing this fact. On
recei pt of the multiple points of use exenption form the vendor
is relieved of its obligation to collect, pay, or remt the tax

due, and the consumer nust pay the tax directly to the state.

(2) A consuner that delivers such formto a vendor may use
any reasonabl e, consistent, and uniform nmet hod of apportioning the
tax due on the conputer software delivered electronically or

service for use in business that is supported by the consuner's
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busi ness records as they existed at the tine of the sale.

(3) The nultiple points of use exenption formshall remain in
effect for all future sales by the vendor to the consuner until it
is revoked in witing by the consuner, except as to the consuner's
specific apportionnent of a subsequent sal e under division
BHD)(2) of this section and the facts existing at the tinme of

t he sal e.

{S-(E) A person who holds a direct paynent permt issued
under section 5739.031 of the Revised Code is not required to
deliver a nultiple points of use exenption formto a vendor. But
such permt holder shall conply with division (Br-(D)(2) of this
section in apportioning the tax due on conputer software delivered
el ectronically or a service used in business that will be
concurrently available for use in nore than one taxing

jurisdiction.

B-(F) (1) Notwi thstanding divisions {A-(C (1) to (5) of this
section, the purchaser of direct nail that is not a holder of a
di rect paynent permt shall provide to the vendor in conjunction
with the purchase either a direct mail form prescribed by the tax
conm ssioner, or information to show the jurisdictions to which

the direct mail is delivered to recipients.

(2) Upon receipt of a direct mail form the vendor is
relieved of all obligations to collect, pay, or remt the
appl i cable tax and the purchaser is obligated to pay that tax on a
direct pay basis. Adirect nmail formshall remain in effect for
all future sales of direct mail by the vendor to the purchaser

until it is revoked in witing.

(3) Upon receipt of information fromthe purchaser show ng
the jurisdictions to which the direct mail is delivered to
reci pients, the vendor shall collect the tax according to the

delivery information provided by the purchaser. In the absence of
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bad faith, the vendor is relieved of any further obligation to
collect tax on any transaction where the vendor has coll ected tax

pursuant to the delivery information provided by the purchaser.

(4) If the purchaser of direct mail does not have a direct
paynment pernit and does not provide the vendor with either a
direct mail formor delivery information as required by division
B)-(F)(1) of this section, the vendor shall collect the tax
according to division (AH(C) (5) of this section. Nothing in
division (B(F)(4) of this section shall limt a purchaser's
obligation to pay sales or use tax to any state to which the

direct nmail is delivered.

(5) If a purchaser of direct mail provides the vendor with
docunent ati on of direct paynent authority, the purchaser shall not
be required to provide a direct mail formor delivery informtion

to the vendor.

(G | f the vendor provides | odging to transient guests as
specified in division (B)(2) of section 5739.01 of the Revised
Code, the sale shall be sourced to the |ocation where the | odging

is | ocated.

H(H (1) As used in this division and division (&-(1) of
this section, "transportation equi pnent” means any of the

fol | owi ng:

(a) Loconotives and railcars that are utilized for the

carriage of persons or property in interstate comrerce.

(b) Trucks and truck-tractors with a gross vehicle weight
rating of greater than ten thousand pounds, trailers,
sem -trailers, or passenger buses that are registered through the
international registration plan and are operated under authority
of a carrier authorized and certificated by the United States
department of transportation or another federal authority to

engage in the carriage of persons or property in interstate
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commer ce.

(c) Aircraft that are operated by air carriers authorized and
certificated by the United States departnent of transportation or
anot her federal authority to engage in the carriage of persons or

property in interstate or foreign comerce.

(d) Containers designed for use on and conponent parts

attached to or secured on the itens set forth in division

H-(H (1) (a), (b), or (c) of this section.

(2) A sale, lease, or rental of transportation equi prment

shal | be sourced pursuant to division (A-(C) of this section

5-(1)(1) A lease or rental of tangi ble personal property
that does not require recurring periodic paynents shall be sourced
pursuant to division (AH(C) of this section.

(2) A lease or rental of tangible personal property that

requires recurring periodic paynents shall be sourced as foll ows:

(a) In the case of a notor vehicle, other than a notor
vehicle that is transportation equi pnment, such | ease or rental

shall be sourced to the primary property |location as foll ows:

(i) For a lease or rental taxed pursuant to division (A)(2)
of section 5739.02 of the Revised Code, the primary property
| ocation is the address of the | essee or renter used for titling
the nmotor vehicle pursuant to section 4505.06 of the Revised Code

at the tinme the |lease or rental is consummt ed.

(ii) For a lease or rental taxed pursuant to division (A)(3)
of section 5739.02 of the Revised Code, the primary property
| ocation for each | ease or rental installnment is the primary

property location for the period covered by the installnent.

(b) In the case of an aircraft, other than an aircraft that
is transportation equi pnent, such |ease or rental shall be sourced

to the primary property location as foll ows:
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(i) For a lease or rental taxed pursuant to division (A)(2)
of section 5739.02 of the Revised Code, the primary property
location is the prinmary property location at the tinme the | ease or

rental i s consunmat ed.

(ii) For a lease or rental taxed pursuant to division (A)(3)
of section 5739.02 of the Revised Code, the primary property
| ocation for each |ease or rental installnment is the primry

property location for the period covered by the installnent.

(c) In the case of a watercraft or an outboard notor required
to be titled in this state pursuant to Chapter 1548. of the
Revi sed Code, such |ease or rental shall be sourced to the primary

property location as foll ows:

(i) For a lease or rental taxed pursuant to division (A)(2)
of section 5739.02 of the Revised Code, the primary property
location is the address of the | essee or renter shown on the
title.

(ii) For a lease or rental taxed pursuant to division (A)(3)
of section 5739.02 of the Revised Code, the primary property
| ocation for the initial lease or rental installnment is the
address of the | essee or renter shown on the title. For each
subsequent installment, the primary property location is the
primary property location for the period covered by the

i nstal |l ment.

(d) In the case of a lease or rental of all other tangible
personal property, other than transportation equi pment, such | ease

or rental shall be sourced as foll ows:

(i) For a lease or rental that is taxed pursuant to division
(A (2) of section 5739.02 of the Revised Code, the | ease or renta
shal | be sourced pursuant to division £A-(C) of this section at

the tine the | ease or rental is consunmmat ed.
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(ii) For a lease or rental that is taxed pursuant to division
(A) (3) of section 5739.02 of the Revised Code, the initial |ease
or rental installnment shall be sourced pursuant to division (A-(C)
of this section. Each subsequent installnment shall be sourced to
the primary property location for the period covered by the

i nstall ment.

(3) As used in division £&-(1) of this section, "primry
property | ocation" neans an address for tangi bl e personal property
provided by the |l essee or renter that is available to the |essor
or owner fromits records maintained in the ordinary course of

busi ness, when use of that address does not constitute bad faith.

Sec. 5739.034. (A) As used in this section:

(1) "Air-to-ground radiotel ephone service" neans a radio
service, as defined in 47 CF. R 22.99, in which conmpbn carriers
are authorized to offer and provide radi o tel econmuni cati ons

service for hire to subscribers in aircraft.

(2) "Call-by-call basis" neans any method of charging for
tel ecomuni cati ons services where the price is neasured by

i ndi vi dual call s.

(3) "Custoner" nmeans the person or entity that contracts with
a seller of telecomunications service. If the end user of
tel ecomuni cations service is not the contracting party, the end
user of the telecomunications service is the custoner of the
tel ecomuni cations service. "Custoner" does not include a reseller
of tel ecomunications service or of nobile tel ecormuni cations
service of a serving carrier under an agreement to serve the
custonmer outside the hone service provider's licensed service

ar ea.

(4) "End user" neans the person who utilizes the

tel ecomuni cations service. In the case of a person other than an
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i ndi vidual, "end user" neans the individual who utilizes the

servi ce on behal f of the person

(5) "Home service provider" has the sane nmeaning as in the
"Mbbi | e Tel econmuni cati ons Sourcing Act," Pub. L. No. 106-252, 114
Stat. 631 (2000), 4 U S.C. 124(5), as anended.

(6) "Place of primary use" neans the street address
representative of where the custoner's use of the
tel ecomuni cations service primarily occurs, which nust be the
residential street address or the primary business street address
of the customer. In the case of nobile tel ecomrunications
services, "place of primary use" nust be within the |icensed

service area of the hone service provider

(7) "Post-paid calling service" nmeans the tel ecomruni cations
servi ce obtai ned by maki ng a paynent on a call-by-call basis
ei ther through the use of a credit card or paynent nechani sm such
as a bank card, travel card, credit card, or debit card, or hy
charge made to a tel ephone nunber that is not associated with the
origination or term nation of the tel econmunications service.
"Post-paid calling service" includes a tel ecomuni cati ons service
that would be a prepaid calling service, but for the fact that it

is not exclusively a tel ecommuni cati ons service.

(8) "Prepaid calling service" neans the right to access
excl usively a tel ecommunications service that nust be paid for in
advance, that enables the origination of calls using an access
number or authorization code, whether manually or electronically
dialed, and that is sold in predeternmined units or dollars of

whi ch the nunber declines with use in a known anount.
(9) "Service address" neans:

(a) The location of the tel ecommuni cati ons equi pnent to which
a customer's call is charged and fromwhich the call originates or

term nates, regardless of where the call is billed or paid.
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(b) If the location in division (A (9)(a) of this section is
not known, "service address" neans the origi nation point of the
signal of the tel econmunications service first identified by
either the seller's tel ecomunications systemor in information
received by the seller fromits service provider, where the system

used to transport such signals is not that of the seller

(c) If the locations in divisions (A)(9)(a) and (b) of this
section are not known, "service address" neans the |ocation of the

custoner's place of primary use.

(B) The anmount of tax due pursuant to sections 5739. 02,
5739. 021, 5739.023, and 5739. 026 of the Revised Code on sal es of
t el ecommuni cations service, information service, or nobile
tel ecomuni cations service, is the sumof the taxes inposed
pursuant to those sections at the sourcing |ocation of the sale as

determ ned under this section.

(C) Except for the tel econmunications services described in
division (E) of this section, the sale of tel econmunications
service sold on a call-by-call basis shall be sourced to each
| evel of taxing jurisdiction where the call originates and
termnates in that jurisdiction, or each |evel of taxing
jurisdiction where the call either originates or termnates and in

whi ch the service address also is | ocated.

(D) Except for the tel econmunications services described in
division (E) of this section, a sale of teleconmunications
services sold on a basis other than a call-by-call basis shall be

sourced to the custoner's place of primary use.

(E) The sale of the follow ng tel ecomunications services

shal |l be sourced to each level of taxing jurisdiction, as follows:

(1) A sale of nobile tel ecomunications service, other than
air-to-ground radi ot el ephone service and prepaid calling service,

shall be sourced to the custonmer's place of primary use as
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required by the Mbile Tel ecomruni cati ons Sourcing Act.

(2) A sale of post-paid calling service shall be sourced to
the origination point of the tel ecommuni cations signal as first
identified by the service provider's telecomuni cations system or
informati on received by the seller fromits service provider
where the systemused to transport such signals is not that of the

sel |l er.

(3) A sale of nobile tel ecommunications service that is a
prepai d tel ecomuni cati ons service shall be sourced under division
A-(C) of section 5739.033 of the Revised Code, but—in or, if

permtted by division (B) of that section., shall be sitused under

section 5739.035 of the Revised Code. In lieu of sourcing the sale
of the that service under division (A-C)(5) of that section
5739. 033 of the Revised Code, it may be sourced to the |ocation

associated with the nobile tel ephone nunber.

Sec. 5739.035. This section only applies to sales that are

required to be sitused under this section pursuant to division (A

or (B) of section 5739.033 of the Revised Code.

(A) Except as otherw se provided in this section, the situs

of all sales is the vendor's place of business.

(1) If the consuner or the consumer's agent takes possession
of the tangi ble personal property at a place of business of the
vendor where the purchase contract or agreenent was nade, the

situs of the sale is that place of business.

(2) If the consunmer or the consuner's agent takes possession
of the tangi ble personal property other than at a place of
busi ness of the vendor, or takes possession at a warehouse or
simlar facility of the vendor, the situs of the sale is the
vendor's place of business where the purchase contract or

agreenment was nade or the purchase order was received.
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(3) If the vendor provides a service specified in division
(B (3)(a), (b), (c), (d), (n), (o), (r), (s), or (t) of section
5739.01 or nmakes a sale specified in division (B)(8) of section
5739.01 of the Revised Code, the situs of the sale is the vendor's
pl ace of business where the service is perfornmed or the contract
or agreenent for the service was nade or the purchase order was

recei ved.

(B) If the vendor is a transient vendor as specified in
di vision (B) of section 5739.17 of the Revised Code, the situs of
the sale is the vendor's tenporary place of business or, if the
transi ent vendor is the lessor of titled notor vehicles, titled
watercraft, or titled outboard notors, at the |ocation where the

| essee keeps the | eased property.

(C If the vendor nmkes sal es of tangi bl e personal property
froma stock of goods carried in a notor vehicle, fromwhich the
purchaser nmakes sel ection and takes possession, or fromwhich the
vendor sells tangi ble personal property the quantity of which has
not been determined prior to the tinme the purchaser takes
possession, the situs of the sale is the |Iocation of the notor

vehi cl e when the sale is nmade.

(D) If the vendor is a delivery vendor as specified in
division (D) of section 5739.17 of the Revised Code, the situs of
the sale is the place where the tangi bl e personal property is
delivered, where the | eased property is used, or where the service

is performed or received.

(E) If the vendor provides a service specified in division
(B)(3)(e), (9, (h), (), (k), (1), (M, (aq), or (u) of section
5739. 01 of the Revised Code, the situs of the sale is the |ocation

of the consunmer where the service is perforned or received.

(F) If the vendor provides |lodging to transient guests as
specified in division (B)(2) of section 5739.01 of the Revised
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Code, the situs of the sale is the location where the lodging is

| ocat ed.

(G If the vendor sells a warranty, nmintenance or service
contract, or simlar agreement as specified in division (B)(7) of
section 5739.01 of the Revised Code and the vendor is a delivery
vendor, the situs of the sale is the location of the consuner. If
the vendor is not a delivery vendor, the situs of the sale is the
vendor's place of business where the contract or agreenment was
made, unless the warranty or contract is a conponent of the sale
of atitled motor vehicle, titled watercraft, or titled outboard
notor, in which case the situs of the sale is the county of

titling.

(H Except as otherw se provided in this division, if the
vendor sells a prepaid authorization nunber or a prepaid tel ephone
calling card, the situs of the sale is the vendor's place of
busi ness and shall be taxed at the tine of sale. If the vendor
sells a prepaid authorization nunber or prepaid tel ephone calling
card through a tel ephone call, electronic conmerce, or any other
formof renote commerce, the situs of the sale is the consuner's
shi pping address, or, if there is no item shipped, at the

consurrer's billing address.

Sec. 5739.123. (A) As used in this section,
"destination-based sourcing requirenents" neans the manner in
which sales are required to be sourced under divisions (C to (1)
of section 5739.033 of the Revised Code.

(B) A vendor who holds a |license issued prior to July 1
2005, under division (A) of section 5739.17 of the Revised Code
may apply for tenporary conpensation to assist the vendor in
conplying with the destination-based sourcing requirenents for the
first six nonths those sourcing requirenents becone applicable to
t he vendor under section 5739.033 of the Revised Code. The vendor
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shall file the application in accordance with division (C of this
section. The conpensation shall be calculated for each county each
nonth of the six-nonth period, and shall equal the anount of the
tax reported on the return for sales of tangible personal property
delivered to each county in which the vendor does not have a fixed
pl ace of business and does not, or is not required to, hold a
license issued under division (A of section 5739.17 of the

Revi sed Code for that business, not to exceed twenty-five dollars
per county for each nonth. Only amounts paid by the vendor for

whi ch the vendor is eligible for a discount under division (B) of
section 5739.12 of the Revised Code and that are shown on returns
filed during that six-nmonth period shall be considered in

cal cul ating the conpensation. In no event shall a vendor receive
conpensation that exceeds its total cost of conplying with the
desti nati on-based sourcing requirenments. For purposes of the

si x-nmont h conpensation period, a partial nonth shall be considered

a nont h.

(O A vendor that applies for conpensation under this section
shall file an application with the tax conm ssioner on a form
prescribed by the conm ssioner. The application shall be filed
wWithin sixty days after the last day of the last nonth of the
six-nmonth period for which the vendor is requesting conpensation
The commi ssi oner shall determ ne the anount of conpensation to
which the vendor is entitled, and if that anount is equal to or
greater than the anmount clained on the application, the
commi ssioner shall certify that anpunt to the director of budget
and managenent and the treasurer of state for payment fromthe
general revenue fund. |If the conm ssioner determ nes that the
anount of conpensation to which the vendor is entitled is |ess
than the anmount clainmed on the vendor's application, the
conmmi ssi oner shall proceed in accordance with section 5703. 70 of
t he Revi sed Code.
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(D) The conpensation provided under this section shall not
reduce the anmount required to be returned to counties and transit

authorities under section 5739.21 of the Revi sed Code.

Sec. 5740.10. As used in this section, "vendors" neans
persons |icensed under division (A) of section 5739.17 of the
Revi sed Code that have Hmwted Chiotaxable delivery sales, as

defi ned by—thetax—conm-ssioner—under—this in division (B) of
section 5739.033 of the Revised Code.

To address the inpact the change from ori gi n-based sourcing
under section 5739.035 of the Revised Code to destination-based
sourci ng under section 5739.033 of the Revised Code has on
vendors, the tax conm ssioner or the conm ssioner's designee shall

work with the states that are inplenenting the irterstate

stream i ned sal es and use tax agreenment to encourage the adoption
of an amendnent to the agreenent that allows states to mitigate

the inpact by allow ng vendors that have delivery sales to source

sal es at the vendors' places of business. H-the anrendrentis

Section 2. That existing sections 5739.031, 5739. 033,
5739. 034, 5739.035, 5739.123, and 5740.10 of the Revi sed Code are

her eby repeal ed.

Section 3. Sections 5739.031, 5739.033, 5739.034, 5739.035,
5739. 123, and 5740.10 of the Revised Code, as anended by this act,
provide for or are essential to the inplenentation of a tax |evy.
Therefore, under Chio Constitution, Article Il, Section 1d, those

sections as anended by this act are not subject to the referendum
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and go into i Mmedi ate effect when this act becones | aw. 576

This section provides for or is essential to the 577
i mpl ementation of a tax levy. Therefore, under Chio Constitution, 578
Article Il, Section 1d, this section is not subject to the 579
referendum and goes into i nmedi ate effect when this act becones 580

I aw. 581



