
O h i o  S t a t e  T a x  R e p o r t
3

hiotax. .gov

L egislation recently signed by Governor Ted Strick-
land allows businesses engaging in delivery sales 
within Ohio to return to the state’s traditional way of 

calculating the sales tax: at the origin of the sale. 
The new law, House Bill 429, allows Ohio businesses 

now charging sales taxes based on the destination of 
their Ohio delivery sales to switch back to the traditional 
“origin” method.  Merchants who moved to destination 
sourcing of delivery sales have until Jan. 1, 2010 to switch 
back to the traditional method.

The new law is, in part, a response to small busi-
ness owners who considered destination sourcing more 
complex than Ohio’s traditional “origin” method. “This 
law balances the needs of small business owners with 
the goal of creating a more level playing fi eld for all Ohio 
businesses when it comes to Ohio’s sales tax,” Tax Com-
missioner Richard A. Levin said. 

The vast majority of Ohio merchants have always 
collected and remitted sales tax based on the location 
of their store. For them, little will change. H.B. 429 also 
means no change for out-of-state retailers selling into 
Ohio; they continue to collect sales taxes based on the 
rate at the destination of the sale, as they do today. 

But the new law means big change for a relatively 
small group of merchants who engage in delivery sales of 
tangible personal property, such as furniture stores and 
appliance stores. Since 2006, Ohio had been gradually 
moving such merchants to “destination sourcing” of the 
sales tax – charging sales tax based on the destination of 
the delivery rather than the location of the store. 

This transition was part of Ohio’s effort to become a full 
member of the Streamlined Sales Tax Project, a multi-
state effort to harmonize sales tax rules across state lines 
and simplify compliance for multistate businesses. For 
years, the multistate group required states to move to 
destination sourcing in order to become full members. 

As a result, approximately 55 of Ohio’s largest delivery 
sellers were required by Ohio law to move to destination 
sourcing in 2006. A relatively small number of other deliv-
ery sellers – probably under 1,000 – voluntarily switched 
to destination sourcing in anticipation of a Jan. 1, 2008 
deadline. 

That deadline never came. Last summer, in response 
to concerns from small businesses, the General Assembly 
put the shift to destination sourcing of delivery sales on 
hold. 

Later, in December, the Governing Board of the 
Streamlined Sales Tax Project decided to allow “origin 
states” to become a full member of the organization start-

ing in 2010 as long as at least four other “origin states” are 
also ready to become full members. 

H.B. 429 is a response that moves Ohio back into the 
origin camp. 

Merchants who switched to the new destination sourc-
ing system and who will now be switching back per H.B. 
429 will eventually be eligible for compensation of up to 
$1,000 (for mandatory switches to destination sourcing) 
and $600 (for voluntary switches).

 The compensation won’t be available until July 1, 2009 
at the earliest; more information will be available later on 
this subject from the Department of Taxation.

Canadians Exempt from Ohio 
Non-Resident Motor 

Vehicle Sales Tax

C anadian residents will be able to purchase motor 
vehicles in Ohio without paying sales tax beginning 
Sept. 25, thanks to a clarifi cation in law contained in 

House Bill 562, the capital appropriations and budget cor-
rection bill recently enacted by the Ohio General Assembly 
and signed into law by Governor Ted Strickland.

Legislation enacted last year began applying Ohio 
sales tax to motor vehicle purchases made by non Ohio 
residents. But last year’s legislation, House Bill 119, also 
exempted most non residents from this very requirement, 
as long as their home state both (1) collects sales tax from 
Ohio residents for motor vehicle purchases made there, 
and (2) offers their own residents a credit for taxes paid in 
Ohio. 

Under this provision, residents of Arizona, California, 
Florida, Indiana, Massachusetts, Michigan, South Carolina 
and Washington began paying sales tax on purchases of 
automobiles in Ohio starting Aug. 1. So did residents of all 
Canadian provinces, since they don’t live in “states.”  

H.B. 562 amended Ohio Revised Code section 
5739.02(G)(2) to expand the defi nition of “state” for pur-
poses of this statute to include Canadian provinces. 

The Ohio Department of Taxation has notifi ed county 
clerks of court that this exemption now also applies to 
sales to Canadians.
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