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11-l-Tll CO~OREBS H R 
3D 8gNSIO:'\ e e 

To 

IN rriiE HOUSI~ OF REPRESBNTA11 fVES 

~I . introduced the following l>ill; whieh was referred to tlw 
Committee f)!l __________ _ 

A BILL 
1'o 

1 Be # en,acled by the Senate and H O'nse of Representa-

2 h:ves qf'the United Stutes ofilrnerica £n Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act 1nny be eited ns the "Online Snles Sim-

5 plificatiou Act of 201 6". 

6 SEC. 2. AUTHORITY OF STATES TO IMPOSE SALES, USE OR 

7 SIMILAR TAX ON REMOTE SALES. 

8 (a) I.'\ CiE.'\EH.:\L.-A State nw~' imJ)Ose a sules, nsf:' 

9 or similnr tnx on n seller, or impose on a seller nn ohliga-
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tion to eolleet sneh a tn:x imposed 011 n pnrehnser, l"\1th 

2 respect to a rmnote sale of a proclnet or service onl~r if-

3 ( 1) the State is the origin State for the remote 

4 sale; 

5 (2) the tax is applied usmg the ongm State's 

6 ta .. "\: base applicable to non-1·emote sales; and 

7 (:3) the State participates in the State ta'l: .. clear-

8 inghonse. 

9 (b) Rul.TE OF' 'r.A .. \:.-The ta..>: imposed by a State pur-

10 sun.nt to subsection (a.) on a remote sale shall be applied 

11 at the destination rate, unless the clestination State does 

12 not participate in the clearinghouse, in which case the sell-

13 er shall apply the tax at the origin rate. [Placeholder for 

14 language fhnn separate clothing exemption docurnent po-

15 tentially to be acld<:~d for final agTeement only.] 

16 (c) PlUVACY PROTEC'l'ION.-Except as pro\rided m 

17 section 4, a seller who makes a remote s<:lle shall not be 

18 required to report infonnation pertaining to that ~ale to 

19 a State other than the orig·in State. The information re-

20 ported by tbe origtn State to <my entity othel' than a cle~-

21 tinahon State and related to a eomplin11ee certificate in 

22 the eour::.;e of an audit of a remote seller shall be limited 

23 to the amount of the sale:), m;e or sirnilnr tnx paid and 

24 the destination State. 

f:\VHLC\082516\082516.001.xml 
August 25,2016 (9:16a.m.) 

(63951912) 



F:\P\JUD\ I I 4-2\DH_007.X!VIL [Discussion Draft] 

o) 
.) 

3 with resped. to sales, use or similar tax on rernote snll•s 

4 only if the State is the ongm State with regnnl to that 

5 remote sale. 

6 (e) Prmvg?\TIO?\ OP DOUBLE rl'AXA'l'ION.-A State 

7 that pclrt.ieipntes in the clearinghouse .rnay not impose mw 

8 saJes, use, or similar tax on a pnrchaser 1vith respect to 

9 a pnrclwRe from a remote seller, unless that State allcnvs 

10 :;;uch pnrehaser a credit for any Stlles, use, or similar tax 

11 that waR paid by the .r·e1not.e seller 1vith respeet to the pnr-

12 chase. 

13 SEC. 3. DISTRIBUTION OF TAX REVENUE .AJ.viONG THE 

14 STATES. 

15 (a) IN (}E?\El'l.AL.-11he State tax elearinghonse, to 

16 be established by the partieipating States, shall conform 

17 to the following: 

18 (1) Eaeh St<.lte partieipn.ting in the elearing-

19 l1ouse shall estnhlii-ih a single state-wide destination 

20 ntte to nppl~' to sales h~' a remote seller to pm-

21 ehnsers in snell Stnte. Tl1e elearingbonse shall pnh-

22 lish til(' clestinntion rntes on .Jnl.v 1 of end1 ~'c·m·. 

23 (2) Euc.:h State pnrtiC'ipntiug m the c:learing-

24 house· slwll detc•nlline the~ um<nmt of suh•s, use or 

25 similu1· tax pnid or eollt>ded h.1· I't'IllOl<· sellc•r:-; in that 

f:\VHLC\082516\082516.001.xml (63951912) 
August 25, 2016 (9:16a.m.) 



F:\P\JUD\114-2\Dfl_OO?.XML [Discussion Draft) 

1 State for remote srdes to en<:h other pa rtieipat.ing 

2 State. 

3 (:3) Eneh State participating in the clearing-

4 house shall clistribut.e the tax received fnnn remote 

5 sellers with respect to remote sales for \Yhieh that 

6 State was the origin State to ea.ch State that was n 

7 destination State for such sales using a method simi-

8 lar to the clearinghouse operated purswmt to the 

9 Intermoclal Surfaee 'rransportation Effieiency Act of 

10 1991 (relating to Fuel rrct.x) (P.h 102-240). 

11 ( 4) Each State not partieipating in the elear-

12 inghouse may not rece1ve any distribution from the 

13 clearinghouse. 

14 ( 5) The clearinghouse shall establish a method 

15 for-

16 (A) submission of sales information reports 

17 by remote sellers in States that do not in1pose 

18 a sales, use m· similar tax; 

19 (B) rnnking such sales information reports 

20 nva.ilable to the destination State of eac:h sale; 

21 and 

22 (C) providing:, whenever a pt.u·el1aser rc-

23 quests, nceess w-ithin a rem;omthle pe1·iod of 

24 time to sm·h sales infornmtiou pcrtnini11g to 

25 sneh purelwscr's tnmsudiom;. 
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;) 

(G) 'I' he elearinghonse slwll ndopt n nnifonn 

2 eomplinnt pm·clwser eertificnte, in aeconlntll'C with 

3 

4 

5 

6 

7 

8 

9 

the follmving: 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

f:\VHLC\082516\082516.001.xml 
August 25,2016 (9:16a.m.) 

(A) Features that-

(i) allow recognition by renwte sellers 

of sales fm resale; 

(ii) permits a business pnrehase1· to 

directly pay applicable tax, if any, to the 

destination State; ancl 

(iii) pro1icle for Pntity-and use-based 

exemptions of the destination State, where 

applicable. 

(B) En.ch destination State may establish 

its 011-1.1 rules goveming purchaser qualification 

criteria, application proeess, ancl reporting and 

tax remittance requirements for the gTant and 

11se of uniform eompliant pnrehnser eertificates 

by pm·eha::;ers in sneh State. 

(C) I\,eeeipt by a remote seller of snell n 

eertifieMe with respe<:t to n 1·emote ~nle slwll be 

prima faeie evidenee that the sdler hn( I no obli-

gation to pay tax 1vith respeet to that sale. 

(D) Delivery of a eompliant tc1xpnyer eer-

tifiente to <1 remote ~ellPr l'l:'C[llires Uwt the pnr-

<~hnser t·ernit <my snles, use or silllil<lr tux tlwt 

(63951912) 



F:\P\JUD\1 l4-2\Dll_007 .XIv!L (Discussion Draft] 

muy be dne clireetly to the de8tinution State 

2 based on that destination State's tax rate aml 

3 tax b<me ancl subject to the conditions and ex-

4 ceptions of that destination State. 

5 (7) A method shall be established for a single 

6 audit of remote sellers whose origin State does not 

7 impose any sales, use or similar tax, for compliance 

8 1vith the Federal reporting aml colleetion require-

9 ments of sections 4 and 5. This authority shall ex-

1 0 tend only to remote sellers ·whose origin State-

11 (A) does not-

12 (i) impose a sales, use or similar tax; 

13 or 

14 (ii) participate m the clearinghouse; 

15 and 

16 (B) fol'lnally declines a reasonable request 

17 for audit by a State that is participating in the 

18 elearinghcrnse, provided that the request in-

19 eluded an offer to compensate the ongm State 

20 for reasonable administrative costs. 

21 (8) 'l'he clearinghouse shall-

22 (A) implement reasonable security safe-

23 gnards nnd interunl aeeess e<mtrols to proteet 

24 the integTity o[ the pt'l'SOllal infOl'lllHtlOll tbnt it 

25 eollcets nml lllHintnim;; 
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(B) irnplement n dntn priYney and scen1·ity 

progrmn designe<l to ensure the privaey, seen-

rity, and eonfideutiality of personal information; 

(C) protect against ·vulnerability to the pri-

vncy, security, m· integrity of personal informa-

t.ion; 

(D) protect against nmrnt.horized, illegit-

imnte, or mmecessary access to or uRe of per-

sonal infonnation; 

(ID) designate a specific employee or em-

plo)rees to coordinate the implementation of 

these safeguards; 

(F) maintain a ·written secnrity plan and 

process for the implementation of these safe-

(G) not disclose personal infonnat.ion ex-

cept-

(i) npon a request by the Jnm:.haser 

regarding the pnrehnser's trammetion:s; 

(ii) n~-; required Fm·smmt to the met.h-

od deseribcd in sed.ion (B)(a)(;))(B); 

(iii) n~-; required by law; OJ' 

( iv) ns ru,•eessnry fm· a setYi(•e provide1· 

operating Ht tlH" diredion nud 011 IH•lwlf of 

the ('k•;u·illghonse. 

(63951912) 
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1 (b) S,\LES TO Pt:HtTL\HEW:) 1:\' S'L\TES TlL\T Do 

2 NOT Pl1.HTICIPNl'E I:\' TilE CLEMU:"\GllOCSE.-The taxes 

3 imposed on renwte sellers with respect to remote sales to 

4 pm·chasers in destination States that do not participate 

5 in the clearinghouse shall be determined by the rate and 

6 base of the origin locality. 

7 (c) RESPONSIBII,JTIES OF P.AllTICIPATlNG STATBS.-

8 A State participating in the clearinghouse shall confonn 

9 its laws to be consistent 1vith this Act, applicable Constitn-

10 tional standards, require remote sellers whose origin State 

11 is such State to pay sales, use or similar tax at the des-

12 tination rate for applicable sa,les, and permit or require 

13 sellers to seek reimbursement of sneh tax from purchasers. 

14 SEC. 4. TREATMENT OF SELLERS IN STATES THAT DO NOT 

1 5 IMPOSE A SALES, USE OR SIMILAR TAX, OR 

16 THAT LACK A PHYSICAL PRESENCE IN ANY 

17 STATE. 

18 (a) IN GBNEHAIJ.-In the case of a remote seller in 

19 a State that does not impose a general sales, use or similar 

20 tax, aml does not participate in the clem·inghonse, or a 

21 remote seller withont a physical presc~nce in any State, 

22 such a remote seller shall-

23 (1) t•xcept in the case of a t·emote seller withont 

24 n physical presence iu nny State, rc·pmt the lm~'er's 
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m1me, Hddl't'ss and the nmonnt of the sale for ead1 

2 ::;nell remote s<llt:', to the cleuringl1onse-

3 (.A) not later than [90] days after a remote 

4 sale for which that State vvas the origin State; 

5 01' 

6 (B) not lnter th<m 90 days after the close 

7 of the enlenclnr qnarter in ·which the remote sale 

8 was made; and 

9 (2) determine tbe applicable tax on eaeh remote 

10 sale n:::;ing the alternate base and destination rate for 

ll each State that partieipates in the elenringhouse, 

12 and remit such tn:x to the elearinghouse with snffi-

13 eient information to identify the destination State. 

14 (b) STNrEs THAT PARTICIPATB JN 'f'Hg CrJgAlUNG-

15 IICWSE.-A State that participates in the clearinghouse 

16 may not reqnire a remote seller to pny or collect a sales, 

17 u::;e or similar tax with respeet. to a sale mnde to <l cus-

18 tomer in <1 8tc1te thnt does not impose such a tax and is 

19 also a pm-tieipant in the elem·inglwnse. 

20 (e) REC'Il'lWC.\L Tm~Nl'~lE:\'1' !''On Sm,LEHS WtTH-

22 tim1 npplies to n n'mote seller without n physical prt'Sl'l1C'<:' 

23 in m1.v Stnte onl~' if stwll remote' SL'IIer I'C'Nidt'S in any t:onn-

24 tr~· tlwt impo:-:c'S Hll ohligntion on n~mote selle1·s loeutt~d 

25 in llit' TTtrited Stnh" for ~weonntir1g for sm·ll c·onntry's vaJne 
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added, goods and :;;erviee;;; or otlu,·r consumption tnx with 

2 l'espeet to sales to t:onsmners in snell conntr~'· 

3 (d) EFF'ECTIYE DATg.-Th.is st•etion Nhall take effec·.t 

4 for sales made clnring the first full calendar qnnrt.er fol-

5 lowing the effective elate of the distribution ugrcerneat. 

6 SEC. 5. TREATMENT OF REMOTE SELLERS IN STATES THAT 

7 DO IMPOSE A SALES, USE OR SIMILAR TAX 

8 BUT DO NOT PARTICIPATE IN THE CLEARING-

9 HOUSE. 

10 (a) IN GENEHAL.-In the case of n State that nn-

11 poses a general sales, use, or similar tax, but does not 

12 participate in the clearinghouse, remote sellers in such a 

13 State shall report the buyer's na.rne, aclclress and the 

14 amount of the 1>ale for each such remote sale, to the clear-

15 inghouse not later than 90 clays after the close of the enl-

16 endm· quarter in whieh the remote sale was made. 

17 (b) EF'I•'ECTIVE D.ATE).-This section shall take effeet 

18 for sales macle during the first fnll calerHln.r quarter fol-

19 lo·wing the effective elate of the distribution agreement. 

20 SEC. 6. DEFINITIONS. 

21 In this Ad: 

22 (1) The term "alternnte l>nse'~ menw.; with re-

23 gnnl to n n·mote sale during un:'.- l'nlendm· year, the 

24 sniPs, nse m· similcn· tnx lmse det<>.rmined nndf:'r the 

25 laws of the State in whic·h tlw remote se1Iet· hncl the 
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most gross reeeipts Ow JWL'C·c'ding: ealentlm· .Yenr, de-

2 t<:rmined <:'xclmling any State deseribed in se<:tion 4. 

3 I~'or 11lll'l)OSes of tlris paragTap.h in the eaRe of a re-

4 rnote seller which wns not in existence throughout 

S snell preceding calem1ar year, the cleterminntion 

6 under the preceding sentence Blwll be based on the 

7 average gross receipts that it is reasonably expected 

8 snch remote seller wiLl receive on business days in 

9 the eurrent. calendar year. 

10 (2) [Placeholder for langnnge from separate 

11 clothing exemption clocmment potentially to be added 

12 for final agreement only.] 

13 (H) The term "destination State" means 11ith 

14 regard to a remote sale-

15 (A) the State in which the product or serv-

16 iee Bold is l'eceivecl by the bnyPr, based on the 

17 loeation imlieated by instrnetions for delivery 

18 that the buyer furnishes to the seller; 

19 (13) if llO delivery locatiou is spe<~ibecl, the 

20 Stnte of any ndclress the seller obtains from tile 

21 bnyer dnring the snle; m 

22 (C) if the selle-r l1<1s 110 nddress for the 

23 bnyer, the 01·ig·i11 State for the remote snle. 

24 ( cl:) The term "destinntiou rMP" rrlemls tile sin-

25 gle stntewide n1te estnblislwd b)' the desLinntion 
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State applicable to sale:::; by remote sellers to pm·-

2 elw;:;ers in snell State. [Such rate may not be higher 

3 than such State's sales, nse or similar tax rate plus 

4 the ·weighted ayerage of any sales, use or similar tax 

5 rate imposed 1vi.th respeet to a unit of local govern-

6 1nent. in that State.] 

7 (5) 'l'he term "origin locality" means, with re-

8 garcl to a remote sale during any calendar year, the 

9 location in the cn·igin State in which the remote sell-

10 er has employed the gTeatest average number of em-

11 ployees on business clays during the preceding cal-

12 enclar year. 

13 (G) The term "origin rate" means the tax rate 

14 (including nny tax imposed by the ta .. -,;: jurisdiction 

15 for the origin locality), subject to the same concli-

16 tions and exceptions, that would apply were the pnr-

17 chase made in person in the remote seller's <mgm 

18 State u.nd origin locality. 

19 (7) rrlw term "origin State" rneaus, with regard 

20 to a rt'mote sale dnriug any calendar year, the State 

21 in which the remote seller has physienl presenee n.nd 

22 lws ernployed the greatest average rnnnbet· of em-

23 ployee::; in the United States on business clny;-; dnrillg 

24 the prceedi11g ealendar year. For Jmrposc'S of thiN 

25 p<n·ng1·nph and p~:n·ugTnphl'i (1) and (:J), in the ens<: 
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of n remote :;;eller whiell was not in e:J:;;tenee 

2 tlmmglwnt such preecding c~nleTHlar yen.t·, the deter-

3 minatinn Tmcler the preceding sentenee (and mule!' 

4 pnrngrnph (5)) shall be based on the nvernge nnm-

5 her of emJ1loyees that it is r<:'nsonably expedecl mwh 

6 remote seller will employ on Jmsine:;;:;; days in the 

7 current calendar year. For pnrposes of this pal'a-

8 gl'nph a11d paragn1ph (5), all persons treated ns a 

9 single employer under subsection (h), (c), (m), (n), 

1 0 or ( o) of section 414 of the Internal Revenue Code 

ll of 1 ~)SG shall be treated as a single person, cxeept 

12 that "c:ontrolled group" or "common control" is de-

13 fined as ownership or control of more than 50 per-

14 cent. .f\.11y reference in this pm·agn1ph or paragraph 

15 (5) to any person shall include a referenee to any 

16 predec:essor of such pers011. [In determining the in-

17 cliviclnals that nre employees of the single person, 

18 seet.ion 414(n) of the Code npplies, ''ithont reg<ml 

19 to section 4:14(n)(2)(B).] If there are two States 

20 that m·e botl1 origin States for n !'<~mote seller that 

21 seller nwy eled either Stnte. If n n•mote seller does 

22 not hnve nn origin Stnte nnder this pm·ugrapll, the 

23 m·i12-iu State~ Nhali be• the StntP in whieh the l'ernotc• 

24 seller lms its altenwte bnse. 
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(A) means tbnt n sell<:'r, in a State-

(i) 0\1118, hnhls a leasehold i11tl·n'st 111 

or maintains real property such as a n:tail 

store, kiosk, 1varehouse, dit>trilmtion <:en-

ter, nHmufaeturing operation, or nBsembly 

facility in the State; 

(ii) leases or owns tangible personal 

property (other than computer software), 

excluding inventory (other than inventory 

with a cost value more than $100,000 held 

for more than 30 consecutive c.lays in a <.:al-

enclar year), in the state; 

(iii) has one or more employees, 

agents or independent contractors present 

in the State 1vho engage in speeific solicit;:~-

tions toward obtaining p1·oduct or ;o;ervice 

orders from customers in that State, or 

prospeet.ive customers in that State, on be-

half of the seller, exelcH.1ing general solici-

tation eampaigns or participation at na-

tional or regional trnde shows and c:onwn-

tiom; comluetecl in the State; m· 

(iv) has one or 1nore employel'S 

present in the State who pl'O'i'ide 011-site 

(63951912) 
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design, installation, or repn11· servtees 011 

2 behalf of the rernote Heller; 

3 (B) does not inelnde entering into an 

4 ngTeement nmler which n person, for n eommis-

5 sim1 or other consideration, directly or incll-

6 ret:tly refers potential pmchm;ers to a seller 

7 ontl'>icle the State, ·whether by an Internet-based 

8 link or platform, Internet \Veb site or other-

9 wise; 

10 (C) cloe8 not include a presence in a State 

11 for l<•sii tlum 15 day8 in a taxable year (or a 

12 greate1· nurnber of days if provi.clecl by State 

13 law); ancl 

14 (D) does not include delivery and product 

15 plneenH~Tlt services oJ:Iered by an in-State com-

16 mon carrier and Intemet adverti::;iJlg 8ervi.ces 

17 rn·<n·ided by in-State re::;idents ,,-}rich are not ex-

18 eim;ively directed towanl::;, or do not ::;olieit ex-

19 dnsively, in-State enc-;tomet·s. 

20 (9) Tlw term "personnl information" means m-

21 fonuntin11 !H·cwidecl by n 1·emote sell(~r or Stnte to the 

22 elcarin;.d1onse dc•seribed in seetion (3)(n)(5). 

23 (1 0) The te1·m "rernote side•" means n ;:.;nle 

24 lll<Hlt• to C1 jllll'C'hi.tSl'l' lll <l otHte ill whic·h the seJlt•r 
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Hi 

1 ( 11) The term "remote S(dle1·" me::ms n person 

2 thnt makes t1 remote snle. 

3 (12) The term ''similar tnx" means a tn:.'.:, 

4 whether measnred by gross receipts or selling price, 

5 imposed with resped to the sale or nse of a product 

6 or service, reg<:mlless \Vhether the tax is imposed on 

7 the seller or the pmchaser, ·with the right or olJJiga-

8 tion of the seller to olJtain reimbnrsement for the 

9 amount of the tax from the purchaser at the time 

10 of the transaction. 

11 ( 1:3) The tenn "State" means the several 

12 States, the District of Columbia., the Commonwealth 

13 of Puerto Rico, Guam, Ameriean Samoa, the United 

14 States Virgin Islands, the Commomvealth of the 

15 Northern Mariana Islands, and any other territory 

16 or possession of the United States. 

17 SEC. 7. DISPUTE RESOLUTION. 

18 \Vitll the exception of nsses::;ment, levy, or collection 

19 of any tax by an origin State in regard to a remote seller 

20 in that State, section 1~141 of title 28, United States Code, 

21 (kilOIVll a~-> the "Tax I11jmtetion Act") shall not be eon-

22 struecl to pl'ohibit aetions in li1 ederal eourts arisiug mHler 

23 this Ad pmsunnt to section ~Vl:n of sueh title. 

f:IVHLC\082516\082516.001.xml 
August 25, 2016 (9: 16 a.m.) 

(63951912) 



CLOTHING DOCUMENT 

In Section 2(b) after "rate" insert the following: 

"; or the states that participate in the state tax clearinghouse have agreed on a unifom1 

definition for clothing, in which case the rate applied to sales in that category shall be the 

clothing rate." 

In Section 6, after par (1), insert the following: 

"(2) The term "clothing rate" means the destination rate, unless the destination state does 

not impose sales, use or similar tax on sales of clothing, in which case the rate shall be 

zero." 


