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A Refresh of Ohio’s Sales and Use Tax Code

by Justin D. Cook

Ohio’s latest biennial budget bill (H.B. 166), 
signed into law by Gov. Mike DeWine (R) on July 
18, includes many sales and use tax changes — 
mostly designed to expand the tax base or increase 
tax compliance. This article summarizes the most 
important of those changes.

Substantial Nexus

H.B. 166 established an economic presence 
standard for “substantial nexus” with an 
amendment to Ohio Rev. Code section 5741.01(I). 
Under the new substantial nexus test, a remote 
seller must register and collect sales tax on its 
Ohio transactions if during the current or 
preceding year it has $100,000 in sales of goods or 
services into Ohio, or engages in 200 or more 
separate transactions selling goods or taxable 
services into the state.1 Though the language is not 
identical, Ohio’s amended version of Ohio Rev. 
Code section 5741.01(I) closely parallels the 
standard approved by the U.S. Supreme Court in 

South Dakota v. Wayfair Inc., which also included a 
threshold of $100,000 in sales or 200 transactions.2 
Ohio’s new substantial nexus test does not apply 
retroactively.3

Marketplace Facilitators

With H.B. 166, Ohio joined the growing 
number of states with marketplace facilitator 
legislation. These provisions, which are found in 
various sections of Ohio Rev. Code chapter 5741, 
define a marketplace facilitator as “a person that 
owns, operates, or controls a physical or electronic 
marketplace through which retail sales are 
facilitated on behalf of one or more marketplace 
sellers.”4 A person or company generally 
facilitates a sale on behalf of others if it collects or 
processes payment for tangible personal property 
or services and engages in at least one of the nine 
types of activities enumerated in the statute.5 
These activities include listing property or 
services for sale in a physical or electronic 
marketplace, providing order fulfillment services, 
and branding a sale as sale of the marketplace 
facilitator.6

A person that meets the definition of a 
marketplace facilitator is deemed a seller for 
purposes of Ohio’s sales and use tax.7 
Consequently, marketplace facilitators are 
generally responsible for collecting and remitting 
sales tax if they have substantial nexus with Ohio.8 
Like the substantial nexus test applied to remote 
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sellers, substantial nexus for marketplace 
facilitators is set at a threshold of $100,000 of 
transactions or 200 separate transactions 
facilitated.9 Importantly, substantial nexus 
depends on the marketplace facilitator’s 
connection to Ohio, not the marketplace seller’s 
connection.10

Finally, some large marketplace facilitators 
may apply for a waiver from classification as a 
seller. Businesses seeking a waiver must have 
gross receipts in the United States of at least $1 
billion, be traded (or have an affiliate that is 
traded) on a stock exchange, and meet various tax 
compliance requirements.11

Ride-Sharing Services

Similar to the marketplace facilitator 
provision, H.B. 166 added provisions requiring 
ride-sharing services to collect sales tax.

Ohio already taxed the “transportation of 
persons by motor vehicle . . . when the 
transportation is entirely within [Ohio].”12 
However, for collection purposes, H.B. 166 
amended the term “vendor” to include “a 
transportation network company or a peer-to-
peer car sharing program operating a technology 
platform for the purpose of providing 
transportation network company services or peer-
to-peer car sharing program services.”13 The 
legislative analysis cites Uber and Lyft as 
examples of transportation network companies.14

Impact on Various Exemptions

H.B. 166 affected several sales tax exemptions. 
The new law eliminated the exemption for sales of 
investment metal bullion and investment coins.15 
Conversely, H.B. 166 expanded the exemption for 
equipment and supplies used to clean food 
processing equipment. The exemption, which had 
only applied to the cleaning of equipment used to 

manufacture dairy products, now applies to the 
cleaning of all processing equipment used to 
manufacture food.16

Conclusion

H.B. 166 is a significant update to Ohio sales 
and use tax laws, accounting for changes in both 
federal law and technology. The Ohio Department 
of Taxation has not yet released guidance on how 
it will apply the new provisions. 
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