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ACT SUMMARY

e Specifically exempts from sales and use tax digital advertising services and certain
taxable electronic services that might be provided incidentally or supplementally to
digital advertising services.

CONTENT AND OPERATION
Digital advertising exemptions

The act exempts digital advertising services from sales and use tax.! As defined
by the act, these services involve accessing computer equipment, via a
telecommunications system, to review, add, delete, or otherwise manipulate computer
data in order to electronically display or deliver advertisements to potential customers.>
The act also exempts business-related automatic data processing, computer services,

* This version updates the effective date.
I R.C. 5739.01(Y)(2).

2R.C. 5739.01(RRR).



and electronic information services (hereafter referred to collectively as "taxable
electronic services") from sales and use tax if those services are provided in conjunction
with digital advertising services but are merely incidental or supplemental to the
advertising service.?> The act's exemptions apply beginning December 1, 2016 (the first
day of the month that begins at least 30 days following the act's effective date).*

Digital advertising services exemption

Under prior law, digital advertising as defined by the act was, under certain
circumstances, considered an electronic information service that was a taxable electronic
service if used for business purposes, according to a Department of Taxation
information release update issued in December of 2015.° Continuing law, unchanged by
the act, distinguishes between taxable electronic information services and "personal and
professional services." Although some services satisfying the act's definition of digital
advertising services might have previously qualified as a personal or professional
service, the act explicitly classifies all digital advertising services as a personal or
professional service, effectively exempting all digital advertising services from sales and
use tax.

Incidental taxable electronic services exemption

Under continuing law, a "mixed" transaction involving both taxable electronic
services and some other kind of service (i.e., a personal or professional service) in the
same transaction is not taxable if the purchaser's "true object" is to receive the benefit of
the other service and if the electronic service is only incidental or supplemental to the
purchaser's receipt of the other service.

By classifying digital advertising services as a personal or professional service,
the act exempts otherwise taxable electronic services that are furnished incidentally or
supplementally as part of a transaction for digital advertising services to the extent
those services could be distinguished from and would not otherwise qualify as a digital
advertising service.”

3R.C. 5739.01(B)(3)(e).
4 Section 3.

> "On-line Services and Internet Access," ST 1999-04, Department of Taxation (issued Jan. 1999, updated
Dec. 2015), available at http://www.tax.ohio.gov/sales and use/information releases/index sales.aspx.

6 R.C. 5739.01(B)(3)(e) and (Y).

7R.C. 5739.01(B)(3)(e).
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