
C
TAX POLICY AND RESEARCH DIVISION
TONY MASTIN, DIRECTOR

April 26, 2006

Re: Our File No. LR -06 -067

Determination Request

Dear

PHONE ( 405) 521 -3133
FACSIMILE ( 405) 522 -0063

This is in response to your inquiry requesting written confirmation of the sales tax
responsibilities of a business engaged in "multi- level" sales as defined in Oklahoma Tax
Commission Rule 710: 65 -19 -214. 

It is my understanding you are proposing to have vendor) sell
merchandise to the distributors at wholesale price, but collect sales tax from the

distributor based on the retail price in anticipation of the distributor selling the products
to a customer, When the distributor sells the product to a customer, the distributor will

collect sales tax from the customer, but will keep the sales tax because the distributor
paid the vendor the tax when the distributor purchased the item from the vendor. 

Rule 710:65 -19 -214 requires a " multi- level" sales company to collect sales tax from its
distributors who will in turn collect the tax from their customers. Oklahoma sales tax is a
combination of the state rate of four and one -half percent (4 ' /z %) and any applicable city

and county sales tax. The actual point of sale is the determining factor in computing the
sales tax rate in Oklahoma. The point of sale is the place of delivery (where the products
are delivered to the distributor) and the combination of state, city and county tax at that
location would be due the state of Oklahoma. The fact that the merchandise may later be
taken to a customer' s address or sold at a home party in a different location does not
change the sourcing of the local tax. Thus, the answer to your questions is: Yes. 

may collect and remit Oklahoma sales taxes under the proposed tax reporting
process outlined in your letter dated April 1.2, 2006. 

Enclosed is a list of the city and county tax rates and a copy of the rule referenced herein. 
You can find more information from the Oklahoma Tax Commission' s website at

www.oktax.state.ok.us. 
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This response applies only to the circumstances set out in your request of April 12, 2006. 
Pursuant to Commission Rule 710: 1- 3- 73( e), this Letter Ruling may be generally relied
upon only by the entity to whom it is issued, assuming that all pertinent facts have been
accurately and completely stated, and that there has been no change in applicable law. If
I can be of further assistance, please feel free to contact me. 

Sincerely, 

Lisa R. Haws

Tax Policy Analyst

Enclosures


