
BUNDLING QUESTIONNAIRE

Appendix B - Survey of States Regarding Bundling - 2001
State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

AL
AK  
AZ    
AR       
CA The liability for the collection of the sales tax is 

upon the vendor - Sales & Use tax Law 
Section 6051

Single Price:  When a package contains 
both food products & nonfood products, 
the application of tax depends upon the 
essential nature of the complete package. 
If more than 10% of the retail value of the 
complete package , exclusive of the 
container, represents the value of the 
nonfood items, a segragation must be 
made and the tax measured by the retail 
selling price of the nonfood item.

Single Price: The basic destinction in 
determining whether a particular transaction 
involves a sale of tpp or the transfer of tpp 
incidental to the performance of a service is 
one fo the true object of the contract; that is, 
is the real object sought by the buyer the 
service or the property produced by the 
service. If the true object of the contract is 
the service the transaction is not subject to 
tax even though some tpp is transferred. If 
the true object were the sale of tpp then 
services related to teh transaction would 
also be subject to tax.

Single price: As mentioned previously, if the 
object of the contract is the provision of a 
service, no tax applies to the transaction. 
Typically, a sale of a service by itself, with no 
exchange or transfer of tpp would not be 
subject to sales or use tax.

Telecommunications service contracts by 
themselves are not subject to sales & use tax. Tax
applies to the gross receipts from the retail sale of 
a wireless telecommunication device sold in a 
bundled transaction, measured by the unbundled 
sales price of that device. Tax applies to the 
unbundled sales price whether the wireless 
telecommunication device and utility service are 
sold for a single price or are separately stated in 
the context of a sale of on a sales invoice.  The 
retailer of the wireless telecommunication device 
is required to report & pay tax measured by the 
unbundled sales price of the device and may 
collect tax or tax reimbursement from its customer 
measured by the unbundled price. Tax does not 
apply to the charges in excess of the unbundled 
sales price made for telecommunication services.

Yes, the true object of the contract is a 
primary factor in determining the taxability 
of a contract.

In CA, the liability for the sales tax is upon the 
vendor and the liability for the use tax in on 
the consumer.

Separate price: Tax applies on the 
nonfood item but not on the food item.

Separate price: Assuming the true object of 
the contract were the sale of tpp then the 
separately stated services related to the 
transaction would also be subject to tax.  If 
the true object were the provision of a 
service, then the separately stated services 
related to the transaction would not be 
subject to tax.

Separate stated: same as above.

Statute: revenue & taxation code 6353 & 
6359                                                  Rule: 
S/U tax regulation 1602

Statute:  Law section 6012                     
Rule: S/U regulation 1501

Statute: Law section 6016                          
Rule: S/U tax regulation 1501
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CO Both, primary on the vendor. Single price:  Entire price is taxable 
unless the taxable tpp is incidental.  In gift 
baskets a 50% or predominance rule has 
been used, due to the general exemption 
of all groceries including candy, sugar & 
soda, and the exemption for containers 
and wrappers.

Single Price:  Entire price is taxable unless 
the taxable tpp is incidental & the customer 
desires the service w/ the tpp reflecting the 
performance of the service (example: 
wash/wax a car. The wax left on the car is 
incidental to the service of washing).  
However, many such mixed transactions are
lease & service, and CO does not allow 
"front-end" payment of sales tax on property 
held for lease terms of 3 years or less.  Thus
w/ the computer terminal, the tax could be 
paid up front & no state sales tax charged 
on the billing to the customer. 

Single price: Entire price is taxable unless the
taxable service is acquired by the provider of 
the second service w/ collection of tax by the 
initial service provider.  Thus where a local 
phone company provides phone, DSL line & 
ISP service, the entire charge would be 
taxable (see limitation statute following). 
Where a ISP company used local phone lines, 
paid their own local phone bill and paid the 
sales tax thereon, & billed their customers for 
ISP service, no sales tax would be due.  
Statute secs 39-26-114(1)(a)(XXVI) provides 
an exemption for internet access. See 
attached email for additional info.

No. Conformity to the actual federal law is 
demanded by the federal legislation, and no direct 
conflict exists within state statutes.  CO has not 
changed or recognized in state statute any prior 
federal mandates such as PL 86-272, PL 91-569, 
The Buck Act, etc. etc.

No, bundled taxable & nontaxable services
are subject to sales tax on the full charge 
& it is the vendor's responsibility to 
separately state any non-taxable 
component. CO may be unique in that 
there is no resale exemption for telephone 
or telegraph service.  A true object test is 
determined to distinguish a non-taxable 
service w/ incidental transfer of tpp from a 
taxable transfer of tpp.

N/A

CO Separately stated:  Only the taxable 
portion is taxable.

Separately stated: Installation, insurance, &
delivery charges (after title passes) are 
exempt if separately stated. Other non-
taxable, separately stated services claimed 
as tax exempt must be of ascertainable 
value and purchase shown to be the valid 
intent of the customer.  Where such service 
prices are reasonably related to cost, fair 
market & an equitable distribution of 
overhead, only the property is taxable and 
the service is exempt. (CO taxes electric, 
gas, phone, telegraph & restaurant meals as
services)

Separately stated price:  Where such 
service prices are reasonably related to cost, 
fair market & an equitable distribution of 
overhead, only the taxable services are 
taxable & the internet access service is 
exempt.
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CO Statute:  secs 39-26-102(5), (12) & 39-26-
105(1(c) C.R.S.                               Rule:  
39-26-102(12)

Statute:  secs 39-26-102(12), 102(16), 
104(1)(e), 105(1)(c), 105(2), C.R.S.       
Rule: (39)-26-102(12) para. 3, (39)-26-
104(1)(e), cover charges, (39)-26-105(1)(c), 
(39)-26-105(2) warranties, maintenance 
contracts.                          Court: recent 
decision against a state audit position that 
even separate statement of alterations fee 
was not enough to remove the alteration 
charge from the taxable base of the sale of 
a garment. A.D.Store Co. Inc. v. Department
of Revenue, 19 P.3d 680(2001)

Statute:  secs 39-26-114(1)(a)(XXVI) referring 
to 24-79-102(2)

CT Both. Conn. Gen. Stat. Section 12-408 & 12-
411(3) require the vendor to collect & remit 
sales & use taxes. Section 12-411 imposes 
liability for sales/use taxes on the consumer.

Single Price:  CT defines "sale" under 
Conn. Gen. Stat. 12-407(2)(a) as "any 
transfer of title, exchange, barter, 
conditional or otherwise, in any manner or 
by any means whatsoever, of tangible 
personal property…" Under this provision, 
CT presumes that the sales of all items of 
tpp are taxable unless otherwise exempt 
by statute.  Please see email response 
for additional info.

Single Price: CT imposes sales tax on the 
retail sales of tpp or the rendering of any 
service enumerated in Conn. Gen. Stat. 12-
407(2). Under Conn. Gen. Stat. 12-407(8) 
"sales price" means "…total amt for which 
tpp is sold…w/ out any deduction on account
of...(i) the cost of the property sold; (ii) the 
cost of materials used, labor or service cost, 
interest charged, losses or any other 
expenses..." This includes amts charged for 
services that are part of the sale. Similar 
language is included in the definition of 
"gross receipts" in Conn. Gen. Stat. 12-
407(9).  Please see email response for 
additional information.

Single price:  CT imposes sales/use taxes on 
services enumerated in Conn. Gen. Stat. 12-
407(2)(I). If the true object of a contract is the 
sale of an enumerated service, the single 
sales price for both taxable & nontaxable 
services is taxable.

Yes. Conn. Gen. Stat. 12-407a as amended by 
2001 Conn. Pub. Acts 01-6, section 71 (June 
Spec. Sess) clarifies CT sourcing rules for mobile 
telecommunications taking into account federal 
legislative changes.  CT legislation allows 
telecommunications companies that elect to 
"bundle" services to only apply sales tax to the 
portion of the charges that are subject to sales tax.
These provisions only apply to mobile 
telecommunications.

In CT, all charges for services enumerated
under Conn. Gen. Stat. 12-407(2)(I) are 
taxable.  Charges for services involving 
both enumerated and nontaxable services 
are presumed to be taxable, unless the 
charges for the nontaxable services are 
separately stated.  If CT were to apply the 
true object of the transaction test, it would 
apply to contracts involving bundled sales 
of services as well as contracts involving 
bundled sales of property & services.  
Please see email for additional 
information.

See attached email response for several law 
& rule cites.
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CT Separately stated:  CT will apply 
sales/use tax only to the taxable items tat 
are separately stated.

Separately stated:  CT will apply tax only to
the taxable separately stated sales price. 
Conn. Gen. Stat. 12-407(8)(A)(iv), which 
excludes from the definition of sales price 
"the amt charged for labor rendered in 
installing or applying the property sold, 
provided such charge is separately stated 
and exclusive of such charge for any service
rendered..." under Conn. Gen. Stat. 12-
407(2)(i)(I), services to industrial, 
commercial, or income-producing real 
property.

Separately stated:  CT will apply sales & use 
tax only to the taxable separately stated sales 
price

CT Statute:  Conn. Gen. Stat. 12-407(8) & (9)
Rules:  Conn. Agencies Regs. 12-426-
29(6) regarding items composed of food & 
non-food products.                  Court:  
Plastic Tooling Aids Laboratory, Inc. v. 
Commissioner of Revenue Services, 213 
Conn. 365, 369, 567 A.2d 1218 (1990); 
Altray Co. v. Groppo, 224 Conn. 426, 432, 
619 A.2d 443 (1993); Petco Insulation 
Company, Inc. v. Allan A. Crystal, 
Commissioner of Revenue Service, 231 
Conn. 315, 649, A.2d 790 (1994).

Statute:  Conn. Gen. Stat 12-407(2), (8), & 
(9) & 12-408(1)                                   Rules:  
Conn. Agencies Regs. 12-407(2)(I)(F)-1 
provides that when a photographic studio 
sells photographs or movies, it is generally 
deemed to be selling tpp.  Any service 
performed in connection w/ the production of
this property are included in the measure of 
tax for their sale. Separate charges for 
services that do not end in, or are in addition
to, the sale of tpp are attributed to the 
service provided.  See email for additional 
information.                              Court:  
Columbia Pictures Industries, Inc. v. Tax 
Commissioner, 176 Conn. 604, 410 A.2d 
(1979); White Oak Corporation v. 
Department of Revenue Service, 198 Conn. 
413, 503 A.2d (1986); American Totalisator 
Co. v Dubno, 210 Conn. 401, 555 A.2d 414 
(1989); and others

See previous answer.

DE  
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DC Both. Primarily on the vendor. Single Price:  The entire price is taxable 
is taxable tpp is consequential. DC 
exempts food items in general; therefore, 
a fruit basket that contains taxable tpp 
would be subject to an 80% predominance
rule.

Single price:  The entire transaction is 
taxable.

Single price:  total price is taxable Telecommunication services are taxed under 
gross receipts tax not sales tax

N/A Telecommunications services are 
subject to gross receipts tax not sales tax

N/A

DC Separate price:   The exempt property is 
exempt; the taxabe property is taxed.

Separate price:  Property is taxable. 
Exempt service would include, for example, 
installation of a new product, insurance, 
and/or taxes.

Separate price:  taxable service is taxed; 
nontaxable service is exempt.

DC Statute:  sections 47-2001(n)(2)         
Rule:  section 442(regs)

Statute:  section 47-2001(2)(I)                
Rule:  section 408(regs)

Statute:  sec 47-2001(n)(1)(G)(I); 47-2005(24)
Rule:  regs section 471                               
Court:  Sprint v. DC

FL Both N/A Single Price:  Total price is taxable if sold 
as part of the same transaction.

Single Price:  Total price is taxable if sold as 
part of the same transaction.

Sec 202.155(4)(a), F.S., Adopting legislation to 
conform to the MTSA. This provision currently 
applies to all mobile communication services.

FL does not apply the true object test. See 
AT&T case.

N/A

FL Separately stated price: Total price is 
taxable if sold as part of the same 
transaction. Service not subject to tax if not 
part of the same transaction and is optional

Separately stated price: Total price is 
taxable if sold as part of the same transaction. 
Service not subject to tax if not part of the 
same transaction and is optional

FL Statute:  212.02(16) Definition of "sales 
price" available at myflorida.com/dor on the 
"tax law library, category sales tax, 
subcategory statutes.                             
Rules:  None listed.                                   
Court Decisions:  AT&T v. DOR, 764 
So.2d 665 (Fla. 1st DCA 2000) and cases 
cited therein.  Available on the tax law 
library, category sales tax, subcategory court
cases.

Statute:  212.02(16) Definition of "sales price" 
available at myflorida.com/dor on the "tax law 
library, category sales tax, subcategory 
statutes.                               Rules:  None 
listed.                                    Court Decisions:  
AT&T v. DOR, 764 So.2d 665 (Fla. 1st DCA 
2000) and cases cited therein.  Available on 
the tax law library, category sales tax, 
subcategory court cases.

GA       
HI  
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ID The seller is required to collect the tax on 
taxable sales. If the seller does not collect the 
tax, the buyer is still obligated to pay it, usually 
in the form of a use tax.  The buyer is the 
person ultimately responsible for the tax, 
however.

Single Price:  If the taxable portion of the 
items sold amounts to a consequential 
element and is not stated separately, the 
entire sales price is taxable.  This is not a 
situation that is encountered often in ID, 
however.  There is no exemption for sales 
of food and the goods that are exempt do 
not lend themselves to such bundling.

Single Price:  One must first determine if 
the object of the transaction is primarily 
service or property.  If the object is primarily 
service, then materials are considered 
incidental and consumed by the service 
provider.  If the object is primarily the 
purchase of property then the services are 
agreed to be rendered as part of the sale 
and are included in the sales price.  This is 
not dispositive, however.  The ID Supreme 
Court has ruled that if the property and 
service portions of the transaction are both 
consequential elements & not stated 
separately, the entire sales price is taxable.

Single Price:  Once again, this specific case 
has not arisen in ID, but assuming that the 
taxable service was a consequential element 
of the transaction, the entire price would be 
taxable.  Sales of telecommunications 
services are not taxable in ID.

Sales of telecommunications services are not 
taxable in ID at the present time.

Yes. See Consolidated Freightways 
Corporation v. State of ID, Dept of 
Revenue & Taxation, 735, P.2d 
963(1987).

N/A

ID Separately stated price: Only that part of 
the sales price representing the taxable 
items would be subject to tax.

Separately stated price: Once again, if 
both the service & property are 
consequential elements of the transaction, 
then the tax is imposed only on the charge 
for the property.

Separately stated price: Only the price of the 
taxable service would be taxed.
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ID Statute:  ID Code sections 63-3612 and 
63-3613.                                    Rule: 
None

Statute:  ID Code sec 63-3612; sec 63-
3613. This section excludes from the amt 
subject to sales tax "discounts on 
telecommunications equipment when 
offered as an inducement to the consumer 
to commence or continue 
telecommunications service, or the amt of 
any commission or other indirect 
compensation received by a retailer or seller
as a result of the consumer commencing or 
continuing telecommunications service." 
Section 63-3621. This section states "A 
retailer shall not be considered to have 
stored, used, or consumed wireless 
telecommunications equipment by virtue of 
giving, selling, or otherwise transferring such
equipment at a discount as an inducement 
to a consumer to commence or continue a 
contract for telecommunications service."      
Rule: ID Sales Tax Administrative Rule 011 
(IDAPA 35.01.02.011)                   Court 
Cases: Consolidated Freightways Corp v. 
State of Idaho, Dept of Revenue & Taxation,
735 P.2d 963, (1987); Old West Realty v. 
Idaho State Tax Commission, 716 P.2d 
1318 (1986); Ryder v. State Tax Commission

Statute:  ID Code sec 63-3612; sec 63-3613. 
This section excludes from the amt subject to 
sales tax "discounts on telecommunications 
equipment when offered as an inducement to 
the consumer to commence or continue 
telecommunications service, or the amt of any 
commission or other indirect compensation 
received by a retailer or seller as a result of 
the consumer commencing or continuing 
telecommunications service." Section 63-
3621. This section states "A retailer shall not 
be considered to have stored, used, or 
consumed wireless telecommunications 
equipment by virtue of giving, selling, or 
otherwise transferring such equipment at a 
discount as an inducement to a consumer to 
commence or continue a contract for 
telecommunications service."                            
Rule: ID Sales Tax Administrative Rule 011 
(IDAPA 35.01.02.011)                                 
Court Cases: Consolidated Freightways Corp 
v. State of Idaho, Dept of Revenue & Taxation,
735 P.2d 963, (1987); Old West Realty v. 
Idaho State Tax Commission, 716 P.2d 1318 
(1986); Ryder v. State Tax Commission, 939 P



BUNDLING QUESTIONNAIRE

Appendix B - Survey of States Regarding Bundling - 2001
State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

IL Technically, IL imposes liability on both vendor 
& consumer.  The IL Retailers' Occupation Tax 
Act imposes a tax upon persons engaged in 
this State in the business of selling tpp to 
purchasers for use or consumption. See 86 Ill. 
Adm. Code 130.101. In IL, use tax is imposed 
on the privilege of using, in this state, any kind 
of tpp that is purchased anywhere at retail from
a retailer. See 86 Ill. Adm. Code 150-101.  
These taxes comprise what is commonly 
known as "sales" tax in IL. If the purchases 
occur in IL, the purchasers must pay the use 
tax to the retailer at the time of purchase. The 
retailers are then allowed to retain the amt of 
use tax paid to reimburse themselves for their 
Retailers' Occupation Tax liability incurred on 
those sales.  If the purchases occur outside IL 
from vendors who are not required to be 
registered to collect IL use tax, purchasers 
must self assess use tax and remit directly to 
the Dept.

Single price: IL uses a primary test. If 
more than 50% of the value of a set, 
package, or gift basket of items sold 
together is derived from food products 
eligible for the reduced rate of tax, then 
the set is taxed at the reduced rate.

Single price:  Answer based on 
assumption stated in attached email.        If 
a purchaser makes a purchase of tpp & a 
nontaxable service is included w/ in that 
purchase price, the entire gross receipts 
from the sale of that tpp will be subject to 
tax.

IL Retailers' Occupation & Use Taxes do not 
apply to sales of services that do not involve 
the transfer of tpp to customers.  However,  if 
tpp is transferred incident to sales of service, 
this will result in either Service Occupation Tax
liability or use Tax liability for the servicemen 
depending upon which tax base the service 
men choose to calculate their tax liability. See 
the answer to question #8 regarding the 
provisions of Section 10 of the 
Telecommunications Excise Tax Act.

Yes, P.A. 92-0474 was enacted on 8/23/01 and 
becomes effective 8/1/02. This act does have a 
bundling provision. See section 70 of the Mobile 
Telecommunications Sourcing Act in attached 
email.  The provisions in section 70 of the act only 
apply to charges for mobile telecommunications. 
However, the IL Telecommunications Excise Tax 
Act states in subpart (a)(4) of Section 10 that 
charges for customer equipment, including such 
equipment that is leased or rented by the customer
from any source, wherein such charges are 
disaggregated & separately identified from other 
taxable charges for telecommunications services, 
are not subject to tax. 35 ILCS 635/10 (2000 State 
Bar Edition).  See also Arenson v. Dept of 
Revenue, 279 Ill. App. 3d 355 (2d dist. 1996.)

See answer to question #2 IL has no statute or rule that requires a vendor
to provide the consumer w/ detailed 
information to support the unbundling of a 
transaction.  In the Arenson case referenced 
above, the court held that the statutory 
language contained in Section 10 of the IL 
Telecommunications Excise Tax Act only 
requires that the telecommunications provider 
disaggregate and separately identify taxable 
from other non-taxable charges in its books & 
records (the Dept can not require the 
telecommunications provider to disaggregate 
& separately identify those charges on the 
customers' bills)
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

IL Separately stated:  When items are 
separately priced but sold in a set, we 
would generally use those separate prices 
for determining the amt of the selling price 
subject to the general merchandise tax 
rate or low rate.  We would treat the 
taxable amts (general merchandise rate) 
as a separate sale from the exempt (low 
rate) items.  We would generally treat the 
sale of items in the set as separate sales.

Separately stated:  Generally the entire 
amt is subject to tax whether the charge for 
the property which is sold & the charge for 
the installation, alteration or other special 
services billed by the seller to his customers 
as separate items on the invoice (except 
when the purchaser signs an itemized 
invoice so as to make it a contract reflecting 
the intention of both the seller & the 
purchaser) or whether both items are 
included in a single billed price.  When the 
seller & buyer agree upon the installation, 
alteration or other special service charges 
separately from the selling price for the tpp 
which is sold, then the receipts from the 
services are not a part of the "selling price" 
of the tpp which is sold, but instead such 
charge is a service charge, separately 
contracted for, & is included in the gross 
receipts subject to tax.

IL None given Rules:  86 Ill.Adm. Code 130.450 regarding 
installation, alteration, & other special 
service charges.  86 Ill.Adm> Code 140.101 
140.109 regarding sales of service & 
service Occupation Tax.

Statute:  35 ILCS 115/1 et seq. (service 
Occupation Tax Act)                                  Rule 
86 Ill. Adm. Code 140.101 - 140.109

IN Both. Sales tax is imposed on retail 
transactions made in IN. An IN vendor must 
collect sales tax from the purchaser. Use tax is 
imposed on the storage, use, or consumption 
of tpp used in IN upon which no IN sales tax 
has been paid.

Single Price:  A transaction which 
includes taxable & exempt tpp for which a 
single price is charged is subject to 
sales/use tax on the entire price.

Single Price:  Generally a sale of taxable 
tpp and related exempt services for which a 
single unsegregated price is charged is 
subject to sales/use tax on the entire price. 
NOTE:  If the vendor is primarily engaged in 
providing services, & the price for tpp is 10%
or less of the total charge, the sale is not 
subject to sales tax.  Otherwise the entire 
price is subject to sales tax unless property 
& services are separately stated.

Single Price: A sale of a taxable service & an 
exempt service for which a single 
unsegregated price is charged is subject to 
sales/use tax on the entire price.

IN has not adopted legislation. However, current 
policy generally adopts the principles of the Mobile 
Telecommunications Sourcing Act and applies 
them to all telecommunication services.

While IN has applied a "true object" test 
(Indiana's "but for" test) on occasion, it has
not formally adopted it as policy nor has it 
generally applied the test to "bundled" 
services.

The person who acquires the property is liable
for the sales/use tax and pays the tax to the 
vendor (IC 6-2.5-2-1(b)). The vendor is only 
required to provide the consumer w/ a receipt 
for payment of the tax when requested (IC 6-
2.5-3-4))
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

IN Separately stated price:  A transaction 
which includes separately stated sales 
prices for taxable tpp and exempt tpp is 
subject to sales/use tax only on the 
taxable tpp.

Separately state price:  A sale of taxable 
tpp & related exempt services is subject to 
sales/use tax to the extent the sale of 
taxable tpp is separately stated.

Separately stated price:  A sale of a taxable 
service and an exempt service is subject to 
sales/use tax to the extent the sales price of 
the taxable service is separately stated.

IN Statute:  IC 6-2.5-1-1(a) "unitary 
transaction" defined                             
Rule:  45 IAC 2.2-1-1(a) Unitary 
transaction                                           
Court Cases: None. But there is IN 
Attorney General Opinion No. 5, 5/9/72

Statute: IC 6-2.5-1-1(a)                           
Rule:  45 IAC 2.2-1-1(a); 45 IAC 2.2-4-1(b); 
45 IAC 2.2-4-2

Statute:  IC 6-2.5-1-1(a)                             
Rule:  45 IAC 2.2-1-1(a)

IA Both Single Price:  We would look at the 
predominant item in the transaction to 
determine taxability

Single Price:  We would tax the entire price 
unless it could be shown that the 
predominant element of the sale is the 
nontaxable data processing service.

Single Price:  Taxable. IA exempts internet 
access charges & we have taken the position 
that if the sales contract provides a break 
down of the services but the monthly service 
charge is a single charge sales tax should only
be charged on the taxable portion of the bill.

Yes. House File 736. Only mobile communications
at this time. The legislation also includes a 
provision that allows the Director to enter into 
contracts relating to the bundling of services, 
which included communications services.

We use the true object test and 
predominant element test.

No

IA Separately stated price:  Tax is only 
computed on the taxable items.

Separately stated price:  We would only 
tax the taxable items, which could include 
both taxable property and taxable services.

Separately stated price:  The taxable items 
are subject to tax.

IA Statute: Section 422.43, Code that is the 
general imposition statute.           Rule:  
Rule 701.16.1 which is a general 
imposition rule

Statute: Section 422.43, general imposition 
statute.                                      Rule:  Rule 
701-18.31 which relates to the sale of tpp by
one engaged in a service.

Statute: Section 422.43                                    
Rule:  Rule 701-18.20(5) which is our 
communication services rule
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

KS The tax is to be paid by the consumer & 
collected by the retailer. K.S.A. 79-3607. 
However, if the retailer failed to collect the 
sales tax, the Department would in all 
likelihood first look to the retailer for payment.

Single Price: The presumption would be 
that the entire selling price relates to a 
taxable transaction K.A.R. 92-19-61

Single Price: The presumption would be 
that the entire selling price relates to a 
taxable transaction K.A.R. 92-19-61

Single Price: 2001 Senate Bill 1 allows for 
bundling of billing for taxable 
telecommunications services under K.S.A 79-
3603(b) w/ nontaxable services, if the selling 
price of the taxable services can be readily 
distinguished in the retailers books and 
records and the retailer and the Dept have 
entered into an agreement identifying the 
methodology for determining taxable portion of
the selling price of combined services, at least 
90 days from bundled billing. Otherwise, the 
entire bundle is taxable.

No. We will be addressing that in the 2002 
legislative session.

We begin w/ the presumption that the 
entire transaction is taxable. The true 
object test could possible be used to 
overcome that presumption.

2001 Senate Bill 1, amending K.S.A. 79-
3603(b) requires the telecommunications 
retailer to disclose to the consumer from the 
combined billing the breakdown of pricing for 
taxable v. nontaxable services, upon request 
by the consumer.

KS Separately stated price: The taxable tpp 
separately stated price would be subject to
sales tax, and the separately stated price 
for the exempt item would not be subject 
to sales tax.

Separately stated price: The property 
would be subject to sales tax and the 
exempt service would not.

Separately stated price: The taxable service 
would be subject to sales tax and the exempt 
service would not.

KS Rule: K.A.R. 92-19-61 Rule: K.A.R. 92-19-61  Statute:  K.S.A. 79-3603 (b) as amended by 
2001 Senate Bill 1                                  Rule: 
K.A.R. 92-19-61

KY       
LA       
ME Consumer. However, vendors are liable for 

collection (see MRSA Sec. 1753 & 1812)
Single price:  apply tax to the full price Single price:  apply tax to the full price Single price:  apply tax to the full price Maine is proposing legislation in 2002 to conform. 

The draft currently conforms to the provisions of 
the MTSA in that bundled services are taxed 
unless the service provider can, subject to the 
approval of the Tax Assessor, separately state the 
charges based on the provider's books and 
records.  Maine will provide copies of the draft 
legislation if interested.                                    The 
current draft addressed only mobile services.  
Maine expects that the SSTP will adopt similar 
provisions for bundled wire based services.

The previous answer address this issue as
best we can.  Maine has not applied a true 
object test or essence test to determine 
the application of tax directly.  Maine does,
however, look to the true object of a 
transaction to determine whether the 
transaction is for the sales of tpp versus 
the sale of a service.

No

ME Separately stated:  Apply tax to the 
taxable portion of the sale price.

Separately stated:  Tax on the tpp only Separately stated:  Tax on the taxable portion
or the price

ME None given None given None given
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

MD Both Single Price:  Taxable in its entirety. Single Price:  If the dominant purpose of 
the transaction is a sale of tangible personal 
property, the transaction is taxable in its 
entirety.  If the dominant purpose is a 
service, the transaction is exempt.

Single Price:  Taxable in its entirety unless 
the purchaser can elect to purchase only one 
or the other service, in which event a separate 
charge for the exempt service is non-taxable.

No N/A No

MD Separately stated price: Taxable in its 
entirety

Separately stated price: same as single 
price.

Separately stated price: same as single 
price.

MD Statue:  Ann Code of MD, Tax-General 
Article, Section 11/101(j)  Rule: COMAR 
03.03.01.08

Statue:  None listed.                              
Rule: None listed.                                    
Court Decisions:  Quotron Systems, Inc. v. 
Comptroller of the Treasury, 287 Md. 
178,411 A.2d 439 (1980)

Statue:  Ann Code of MD, Tax-General 
Article, Sec 11-101(j)                                Rule: 
COMAR 03.06.01.08

MA
MI
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

MN Consumer.                                                Note: 
MN has adopted the Streamlined Sales Tax 
Project definition of "sales price" effective 
1/1/02. Adopting this definition will change 
how MN applies sales tax to bundled 
transactions for sales of taxable & non taxable 
tpp. Both current law and future application 
are discussed below.

Single Price:  Under current law, the total 
sales price is taxable when a mixed 
transaction includes both taxable & 
nontaxable personal property for a single 
price, unless the value of the taxable items
is insignificant as compared to the total 
consideration.  For example, when a 
package contains both exempt food & 
taxable products for a single price, 
application of tax depends on the value of 
the components of the package.  When 
the retail value of the taxable items in the 
package is less than 10% of the total retail
value, the entire package is exempt.  If the
retail value of the taxable items is 10% or 
more of the total retail value of the 
package the entire price is taxable.  
Effective 1/1/02, under the new definition 
of sales price, when taxable tpp is bundled
w/ exempt tpp and sold as a single 
product, the entire charge will be subject 
to MN sales or use tax.  Usinf the food 
product example above, the sale will be 
taxable regardless of the value of the 
components of the package.

Single Price:  MN treats sales of taxable 
tpp sold w/ nontaxable services the same as
described for current law in 2a above.  For 
example, a jeweler who uses a spring in 
performing a watch repair service is not 
considered to have made a sale of the 
spring unless the cost of the spring is 
separately stated from the repair labor.  The 
one exception is a special rule relating to 
maintenance contracts for canned computer 
software.  In situations where the sale of an 
optional maintenance agreement for caned 
computer software includes both nontaxable 
support services and taxable upgrades or 
enhancements to the taxable software for a 
single price, 20% of the charge for the 
maintenance contract is subject to sales tax.

Single Price:  MN treats sales of taxable & 
nontaxable services the same as described 
above in 2 for sales of tangible personal 
property under current law.  However, we have
made an exception when taxable 
telecommunication services are bundled w/ 
charges for internet access provided the 
communication service providers receive prior 
approval from the Department.  Since the state
is prohibited from taxing Internet access by 
federal law, the Department has taken the 
position that communication service providers 
can deduct a reasonable amt from the sales 
price for internet access before applying sales 
tax to the bundled charge.

MN adopted the MTSA, effective 8/1/01, by 
adopting the definitions & provisions of the act.  
The provisions apply only to mobile 
telecommunications services. Following is the 
language added to MN Statutes, section 297A.61, 
Subd. 3, defining telecommunications services as 
a sale or purchase for MN tax purposes. The 
section relating to mobile telecommunication 
services is highlighted.  Please see printed email 
answer for additional info.

Copies of MN statutes, rules and a revenue 
notice relating to this issue are also provided 
below.  There are 2 versions of the "sales 
price" definition. The first is the correct 
definition and the second is the revised 
definition adopting the Streamlined Sales Tax 
definition that will be effective 1/1/2002.  
Note: MN rules 8130.0200 & 8130.4700 
contain specific language relating to mixed 
transactions (copies provided below). MN 
has several other rules and revenue notices 
that mention specific situations involving 
mixed transactions that are not included 
below.  In each situation, guidelines are 
provided requiring nontaxable items to be 
separately stated from taxable items to be 
exempt from sales tax.  Please attached 
printed email for additional info.
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sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

MN Separate price:  When taxable & 
nontaxable goods or services are 
separately stated to the purchaser at the 
time of the sale only the taxable items are 
subject to sales or use tax. Nontaxable 
goods or services may only be separately 
stated if all the following apply: 1) the 
retailer actually transfers title to or 
possession of the goods to the purchaser 
or furnishes or provides access to the 
services to the purchaser; 2) the contract, 
bill or invoice reflects a reasonable charge 
for furnishing or providing of the 
nontaxable goods or services. 3) the 
purchaser has the option of not purchasing
the nontaxable goods or services while 
purchasing the taxable goods or services 
from the retailer or could have avoided or 
declined the purchase of the nontaxable 
goods or services; 4) the sale of the 
nontaxable goods or services is not 
integral to the sale of the taxable foods or 
services and therefore the sale can be 
segregated.

Separate price: same as 2b Separate price: same as 2b

MN Statute:  MN statutes, section 297A.61, 
Subd. 7, Sales Price                            
Rules:  MN rule 8130.0200, Subp. 4; MN 
rule 8130.1600; 8130.1700; 8130.4700, 
Subp. 4; Revenue Notice 00-04                  
Court:  Southern Exposure of Eagan, Inc. 
v. Commissioner of Revenue, T.C. #7046

Statute:  same as previous question       
Rule:  MN rule 8130.9910                        
Court:  same as previous question

MN made an administrative decision to allow a
deduction for bundled internet access charges 
based on the Internet Tax Freedom Act.

MS
MO The MO vendor is liable to collect & remit MO 

sales tax on retail sales. See attached email 
for additional answer.

Single Price:  Full amt taxable Single Price:  Full amt taxable Single Price:  Full amt taxable. Exception 
being telecommunications.

No Yes. The MO Department of Revenue 
does apply the true object test when 
determining taxability.

See answer to question #1
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

MO Separately stated:  Non-taxable items 
would not be subject to MO tax.

Separately stated:  Non-taxable items 
would not be subject to MO tax.

Separately stated:  Non-taxable items would 
not be subject to MO tax.

MO Statute: 144.010; 144.020                   
Rule: 12 CSR 10-103.600

Statute: 144.010; 144.020                   Rule: 
12 CSR 10-103.600

Statute: 144.010; 144.020                   Rule: 
12 CSR 10-103.600

MT   
NE The vendor is liable for sales tax. The 

consumer is liable for consumer's use tax 
should the vendor fail to collect the sales tax.

Single Price: If sales consists of taxable 
and nontaxable property, the sale is 
taxable in its entirety.

Single price: taxable in its entirety Single price:  The charge related to the 
nontaxable internet service may be deducted 
from the total amt charged & the remaining 
amt charged subject to tax.

No Nebraska views each sale as a "whole" 
versus several separate transactions

N/A

NE Separately stated: same as single price Separately stated:  Each charge is taxable 
unless the tpp can be rented w/ out 
purchasing the related service; then the 
rental is a separate, taxable transaction & 
the service is a separate nontaxable 
transaction.

Separately stated:  Internet service charge is 
exempt.

NE Statute: secs 77-2702.07 Gross receipts 
includes the total amt charged for the sale 
Rule: regulation 1-007 Gross Receipts 
Defined

Statute: secs 77-2702.07 Gross receipts 
includes the total amt charged for the sale    
Rule: regulation 1-007 Gross Receipts 
Defined

Statute: Preemptive Clause of Federal 
Internet Tax Freedom Act

NV    
NH  
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

NJ Every person required to collect the tax is 
personally liable for the tax imposed, collected 
or required to be collected.  If a customer has 
failed to pay a tax imposed under the sales & 
Use Tax Act, then the tax is payable by the 
consumer directly.

Single Price:  Generally the entire receipt 
is deemed to be taxable if both taxable & 
nontaxable items are mixed.  However, 
the Division also looks at the true object of
the transaction, particularly in the gift 
basket area.

Single Price:  The law provides an 
exclusion from the definition of "retail sale" 
for professional, insurance or personal 
transactions which may involve the transfer 
of tpp as an inconsequential element, for 
which no separate charges are made 
N.J.S.A. 54:32B-2(e)(4)(A).  This would not 
encompass ALL services; only those that fit 
into the listed categories (e.g. a lawyer 
transferring a will). If the service provider did
not separately charge for the tpp and the 
customer was purchasing an exempt service
such as data processing, the Division would 
view the service provider  as the user of the 
property & tax should have been paid on the 
purchase of the property by the service 
provider (e.g. a data processing company 
provides it customers w/ a terminal, printer, 
etc. which it does not separately charge for.)

Single Price:  Generally policy is to tax an 
unbundled receipt which includes both 
taxable & nontaxable services.  In addition, 
the true object test can be used to 
determine what the customer is actually 
buying.  For example, in the case of the 
sale of high speed satellite downloading 
services along w/ internet access, where 
the internet access component was 
provided by a 3rd party and the pricing 
was such that the access was 20-25% of 
the monthly bill, the Division determined 
that the service provider was selling 
enhanced transmission and the receipt 
was taxable.

The State of NJ has not enacted legislation to 
conform to the Mobile Telecommunications 
Sourcing Act.  Since the treatment in the Act is 
essentially the same as the treatment that has 
been given to mobile cellular telecommunications 
since the Division accepted the industry's proposal
to utilize the NPA-NXX method for sourcing calls in
2990, NJ will not require legislation in this area.

the true object test has generally been 
used in determining the taxability of the 
sale of tpp rather than the sale of services,
because that is the area where most 
issues have arise.

No. If the bill, invoice, or otherwise which is 
provided to the customer has a lump sum 
charge for the bundled transaction, the tax 
base will be the same whether the vendor 
collects that tax or the customer pays it as use
tax.

NJ Separately stated price:  If the taxable & 
nontaxable items are separately stated, 
the items can be taxed accordingly.

Separately stated price:  If a nontaxable 
service & taxable tpp are separately stated 
to the customer, then they are taxed 
accordingly.

Separately stated price: Each service is 
taxed according to its stand alone taxability, as
long as the service provider is truly selling both
services.

NJ Statute:  The general powers of the 
Director include the right to prescribe 
methods for determining the amt of the 
receipt and for determining which receipts 
are taxable N.J.S.A. 54:32B-24(4)

Statute:  N.J.S.A. 54:32B-2(e)(4)(A)       
Court Decisions:  Dow Jones & Co. v. 
Taxation Div. Dir., 5 NJTax 181

NM   
NY    
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

NC Vendor Single Price:  tax due on entire charge Single Price:  Tax is due on the retail price 
@ which the item of tpp would sell if no 
agreement for services was entered into.  
This application applies to transactions 
where the customer was required to enter a 
service agreement as a condition of the 
sale.  In other cases, tax would be due on 
the entire charge.

Single Price:  Under current law, tax is due on
the entire charge. Effective 1/1/02, new 
legislation provides for allocation of taxable & 
nontaxable receipts from telecommunication 
services that are bundled together.

Yes. The new legislation effective 1/1/02 G.S. 105-
164.4B(d) provides 2 methods for unbundling. If 
the telecommunications service provider 
separately markets the taxable & exempt services,
tax is due on the unbundled price of the taxable 
service. If the provider does not offer unbundled 
services, the retailer is to make a reasonable 
allocation between the taxable & nontaxable 
services.  These provisions apply to all 
telecommunications services.

We have the provision for bundled 
transactions, other than 
telecommunications as set out in 4a. We 
do apply the object for the transaction test 
when appropriate.

N/A

NC Separately stated price:  Taxable 
property subject to tax on stated charge; 
exempt property is not taxable

Separately stated price:  The tpp is subject
to tax at the stated charge. Exempt service 
is not taxable.

Separately stated price:  The taxable service 
is subject to tax, the exempt service is not.

NC Statute:  G.S. 105-164.4(b)                  
Rule:  example provided in Tech Bulletin 
19-2 B

Statute:  G.S. 105-164.4(b); 105-
164.3(16)a; 105-164.12B                        
Rules:  examples provided in Tech Bulletins
41-2 & 41-5

Statute:  G.S. 105-164.4(b); 105-164.4B 
(effective 1/1/02)

ND Vendor Single price: Sales tax applies when 
lump sum price includes charge for 
taxable & nontaxable tpp

Single price: taxable Single price: taxable Yes, a modified version of the MTSA was passed Taxability has always been determined 
based upon the charge for the products or 
services.  If charge includes both taxable &
nontaxable charges, total charge remains 
taxable.

N/A

ND Separately stated:  sales tax applies on 
separately stated charge for taxable tpp

Separately stated:  Computer terminal 
taxable

Separately stated: taxable on communication 
service charges (includes Internet access in 
ND)

ND Statute: 57-39.2-02.1 Statute: 57-39.2-02.1 Statute: 57-39.2-02.1
OH Both. Vendor is required to collect & remit, 

Customer is required to remit to the state if it 
has not paid tax to a vendor.

Single Price:  Entire price is taxable if 
taxable tpp is a consequential part of the 
sale. If taxable tpp is inconsequential, 
entire price is non-taxable.  In the 
example, we would view the basket 
inconsequential as it appears the true 
object is purchase of food (exempt) in a 
basket.

Single Price:  Entire price is taxable if 
taxable tpp is a consequential part of the 
sale.

Single Price:  "true object" test. If the true 
object is the receipt of a taxable service, the 
entire charge is taxable.  If the true object is 
receipt of non-taxable service, the entire 
charge is non-taxable.

No. Pending as part of Streamlined Bill. Yes No

OH Separately stated price:  The portion of 
the price attributable to the taxable tpp is 
taxable.  In the example the portion of the 
price attributable to the basket would be 
taxable.

Separately stated:  Only the portion of the 
price attributable to that taxable tpp is 
taxable.

Separately stated: Only the portion of the 
price attributable to that taxable service is 
taxable.
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

OH Statute: Ohio Revised Code 5739.02(B) 
"to prevent the evasion of tax, it is 
presumed that all sales made in this state 
are subject to tax until the contrary is 
established."                      Rule:  Rule 
5703-9-02 which deals w/ recordkeeping 
requirements of vendors, restates the 
above statute.   Court:  Merchant's Cold 
Storage v. Glander (1948) 150 Ohio St 
524, 83 N.E. 2nd 197

Statute: Ohio Revised Code 5739.01(H)(1) 
the definition of "price" See attached email 
for more.                   Court: Numerous

Court:  Genuine Parts v. Limbach (1991), 62 
Ohio St.3d 93, 579 N.E. 2nd 486

OK Consumer Single Price: 100% taxable Single Price: 100% taxable Single Price: 100% taxable Yes. Title 68 O.S. sec 55001(D)(6) reads as 
follows: If charges for nontaxable mobile 
telecommunications services are aggregated w/ 
and not separately stated from charges that are 
subject to taxation, then the charges for 
nontaxable mobile telecommunications services 
will be subject to taxation unless the home service 
provider can reasonably identify charges not 
subject to tax, charge, or fee from its books and 
records that are kept in the regular course of 
business.

We have not addressed this issue but we 
have in the past applied a true object test.

No.

OK Separately stated price: Tax only 
charged against taxable item.

Separately stated price: Tax only charged 
on item.

Separately stated price: Tax only charged 
against taxable service.

OK Statute: 68 O.S. sec 1352(7). No rules or 
cases

Statute: 68 O.S. sec 1352(7).                    
Rules: 710:65-19-159

Statute: 68 O.S. sec 1352(7). No rules or 
cases

OR      
PA       
RI Both Single Price:  If the value of taxable 

property is 50% or more it is taxable.  If it 
less it is exempt.

Single Price:  It is based on the object 
sought.  If the consumer is seeking the 
service then the provider of the service 
would owe a use tax on the cost of the 
computer.

Single Price:  At this time it would be subject 
to tax. We are in the process of drafting 
conforming legislation (I.e. Mobil 
Telecommunications Sourcing Act).  We would
follow the bundling guidelines for all 
telecommunication services after that.

In Process. See previous question. Yes No

RI Separately stated price:  each item 
would be taxable or exempt based on the 
item.

Separately stated price:  The computer 
would be subject to tax. The service would 
be exempt.

N/A

RI Rule: Informal Rule None stated None Stated
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

SC Vendor. The vendor may collect the tax from 
the purchaser, but is not required to do so.  
The SC use tax is imposed upon the 
consumer; however, if the vendor has nexus 
w/ the state, then the vendor is required to 
collect the tax from the consumer & has a debt 
to the state for the tax required to be collected 
from the consumer.

See answer to question #9 See answer to question #9 See answer to question #9 SC, during the last session of the General 
Assembly, enacted legislation to conform to the 
Mobile Telecommunications Sourcing Act. See 
House Bill 3885, sections 25 & 28, (Act # 89) in 
which Code Sections 12-36-910(B)(3) & 12-36-
1310(B)(3) imposing the sales & use taxes on 
charges for the ways & means for the transmission
of the voice or messages have been amended to 
state that charges for mobile telecommunications 
services subject to tax under those sections, such 
as charges for use of a cellular phone, must be 
sourced in accordance w/ the Mobile 
Telecommunications Sourcing Act provided in Title
4 of the U.S. Code. This bill became effective 
September 1, 2001, (the MTSA becomes effective 
8/1/2002).

SC applies the true object test to 
determine if the transaction is taxed or not 
taxed.  However, in SC Private Letter 
Ruling #92-5, the Department determined 
that the transaction in question had 2 true 
objects.  There may have been other 
transactions, but I am personally not aware
of any other transaction in which the 
Department determined that there were 2 
equal true objects.  For specific facts 
about the case, please see the printed 
email answers received from the SC rep.

N/A

SD Vendor Single Price:  SD would tax the total price
of the mixed taxable/nontaxable items.

Single price:  The Dept. would treat this 
situation exactly as described in previous 
question.

Single price:  The Dept. would treat this 
situation exactly as described in previous 
question.

No. we will be introducing the legislation at the 
next session.

To determine whether a sale of services is 
subject to tax, SD uses the definition of 
service in SDCL 10-45-4 "service" means 
all activities engaged in for other persons 
for a fee, retainer, commission, or other 
monetary charge, which activities involve 
predominantly the performance of a 
service as distinguished from selling 
property. In determining what is a service, 
the intended use, principle objective or 
ultimate objective of the contracting parties
shall not be controlling. For purposes of 
this chapter services rendered by an 
employee for his employer are not taxable.
This definition is not needed much b/c SD 
taxes both the sale of TPP & the sale for 
services at the same rate. It was used in 
Waterton Co-op, 627 N.W.2d 167

No
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

SD Separately stated:  In some instances, 
the Dept. of Revenue allows a taxpayer to 
break out non-taxable items from their 
gross receipts. For example, the Dept. has
allowed franchisees to break out the 
taxable services and tpp they receive from
their franchisers from the rest of the 
franchise fee.

SD Statute:  SDCL 10-45-2 taxes the gross 
receipts for the retail sale of tpp. Gross 
receipts is defined in SDCL 10-45-1(3) as 
the money received fro sales at retail, w/ 
out any deductions

Statute SDCL 10-45-4 taxes the gross 
receipts of a retailer providing services.

Statute SDCL 10-45-4 taxes the gross receipts
of a retailer providing services.

TN Legal incidence of the tax is on the vendor, w/ 
statutory provision that insofar as possible, it is 
to be passed on to the consumer. (Also, 
consumer liable for use tax in cases where 
vendor has no nexus)

Single Price:  Assuming the taxable 
property is more than incidental to the 
nontaxable property, the entire amount is 
subject to tax.

Single Price:  Assuming the taxable 
property is more than incidental to the 
nontaxable property, the entire amount is 
subject to tax.

Single price:  Internet is taxed at a reduced 
local rate.  However, if these services are 
bundled into  lump sum, the whole lump sum 
would be taxed at the full state & local rate.

No. Likely will be introduced next legislative 
session.

TN has not used the terminology "true 
object" but has used an 
"essential/incidental" analysis in deciding 
cases involving mixed property and 
services.  With respect to mixed services, 
there have been no decisions on services 
other than telecommunications.

N/A

TN Separate price:  Only taxable items would
be subject to tax.

Separate Price: If the nontaxable service is 
optional, that is, it can be declined by the 
customer, the nontaxable service is 
excluded from the tax.

Separate price: Both would be subject to tax 
at the appropriate applicable rates.

TN None given None given
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sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

TX The tax is imposed on the consumer who is 
ultimately liable but the vendor can be held 
liable for failure to collect the tax.

Single price: The predominant cost of the 
taxable items versus the nontaxable items 
determines the taxability of the sale. If the 
predominant cost is the exempt items & 
the sale is exempt, the seller must pay tax 
on the purchase of the taxable items.  
Containers sold w/ exempt contents such 
as milk or water are specifically exempted 
w/ out regard to value.

Single Price:  The transaction is taxed as 
the sale of tpp when the services are 
incident to the sale of the property. The 
transaction is treated as the sale of a 
nontaxable service when the property is 
incident to the performance of the service.  
The tpp may not be purchased for resale 
when transferred as part of a nontaxable 
service.

Single price:  In general, where services that 
became taxable on or after 10/1/87 are 
provided w/ nontaxable services, a 5% test is 
applied. If 5% or less of the overall charge is 
attributable to taxable services, then no sales 
tax needs to be collected by the service 
provider.  Otherwise, the single price is 
presumed taxable.  Either the service provider 
or purchaser may overcome this presumption 
after the fact by presenting documentary 
evidence that establishes the actual 
percentage of the taxable service.  For 
telecommunications services, Tax Code 
section 151.025 (c) specifically requires the 
seller to separately state the charges for 
taxable telecommunications services from the 
charges for items not subject to tax on all bills 
or invoices.

Yes. TX has enacted conforming legislation on 
Senate Bill 1497 that takes effect 8/1/2002. The 
new Tax Code Section 151.061(o) only applies to 
mobile telecommunications services. Please see 
attached email for complete citation of tax code.

TX has addressed the issue of bundled 
services as explained in the previous 
responses. However, TX does use the 
essence of the transaction test in many 
cases as evidenced in the court cases 
previously cited.

Tax Code Section 151.025© provides such 
requirement for sellers of telecommunications 
services (see the response to question 6a).

TX Separate price: The charge for taxable 
items is subject to tax while the charge for 
exempt items is not.

Separate price:  If the essence of the 
transaction is the performance of a 
nontaxable service, the service provider 
does not collect sales tax on the service.  
This includes a separate charge for property 
that may be transferred as part of the 
nontaxable service.  A service provider must
pay tax on taxable items used in providing 
nontaxable services.

Separate price:  Sales tax is collected on the 
charge for the taxable service but not on the 
charge for the nontaxable service.
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

TX Statute: Tax code section 151.007 & 
151.052. However, the law does not 
specifically address bundled sales other 
than to require sellers of 
telecommunication services to separate 
charges. Tax code section 151.322 (a)(1) 
explains the taxability of containers sold w/
exempt contents.   Rule: Rule 3.293(i)

Statute:  Tax code section 151.007 defines 
sales price                                  Rule: Rule 
3.324(b)(3), (4), & (5)             Court: There 
are several TX court decisions that adress 
the issue of "essence of the transaction." 
Bullock v. Statistical Tabulating Corp., 549 
S.W. 2d 166,167 (Texas 1977)  and Sharp 
v. Direct Resources for Print, Inc., 910 S.W. 
2d 535, 538-39 (Texas App. - Austin 1995, 
writ denied)  In situations where a purchaser
desires to separately purchase tpp and a 
nontaxable service from the same seller, the
court decision in San Antonio SMSA v. 
Rylander, 11 S.W. 3d 484 (tex. App. - 
Austin, 2000, no pet)  provides some policy 
guidelines.  In summary, the court of appeals
held that when a mixed transaction is 
"readily separable" into 2 elements of equal 
value where neither is incident to the other, 
the elements must be analyzed as separate 
transactions for tax purposes.  Please see 
email for additional info.

Statute: Tax code section 151.025 © 
specifically addresses telecommunication 
services. The 5% rule is not statutory.       
Rule:  The rules for services that became 
taxable on or after 10/1/87 generally have the 
5% provision. Examples include rule 3.330 
(d)(2) and rule 3.357 (b)(9)

UT       
VT Both Single Price: Taxable unless the taxable 

property is insignificant.
Single Price: Taxable if tpp is either the 
focus of the transaction or 10% or more of 
the value. Otherwise, exempt.

Single Price: Taxable No. We contemplate providing a broader range of 
situations where bundled transactions could be 
allocated, however.

Yes Our notice rules do not contemplate allocation
of bundled services.

VT Separately stated price:  separately 
stated portion only is taxable (allocation 
must be reasonable)

Separately stated price:  Separately stated 
price of tpp is taxable.  Separately stated 
service is exempt.  Exception is if tpp is the 
focus of the transaction (e.g. photographer 
separately charging for photography & 
furnishing the photograph - the entire charge 
is taxable)

Separately stated price: Separately stated 
charges for the taxable services, only, are 
taxed. Allocation must be reasonable.
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Appendix B - Survey of States Regarding Bundling - 2001
State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

VT Statute:  32VSA sec 9701(4) definition of 
"receipt".  Application to bundling is by 
informal advice.  There has been no rule 
making or court cases on this subject.

Statute:  32VSA sec 9741(35) Statute:  32VSA sec 9701(4) definition of 
"receipt".  Application to bundling is by informa
advice.  There has been no rule making or 
court cases on this subject.

VA  
WA The buyer is legally liable for the tax. The seller

is obligated to collect the tax from the buyer. If 
the seller fails to collect the tax from the buyer, 
the Dept of Revenue may collect the tax from 
either the seller or buyer. If the tax is collected 
from the seller, the seller is owed a debt from 
the buyer in the amt of tax.

Single price:  entire price is taxable Single price: In most cases the entire price 
would be taxable especially if the tpp was a 
substantial component of the transaction. In 
the case of spraying crops, non of the price 
is taxable to the buyer. However, the seller 
is considered the consumer of the spray 
materials & pays sales/use tax on those 
materials.

Single price:  The primary or predominant 
nature of the service would determine its 
taxability

No. Washington plans to consider such legislation 
in the session starting Jan 2002

WA looks at the primary or predominant 
nature of the transaction to determine its 
taxability.

No.

WA Separately stated: taxable items are 
taxed, nontaxable items are not.

Separately stated:  The price for the 
property is taxable, the price for the service 
is not.

Separately stated:  The taxable service would
be taxed, the nontaxable service would not.

WA WAC 458-20-244, the rule dealing w/ food 
products. The specific provision concerns 
combination packages consisting of 
taxable goods & nontaxable food items.

The is no specific rule. WAC 458-20-209, 
dealing w. farmer issues, is the specific 
provision concerning persons providing 
spraying services for farmers.

None

WV  
WI Sales tax is imposed on the vendor (sec 

77.52(1) & (2) but may be passed on to the 
consumer or user (sec 77.52(3), Wis. Stats.).

Single price:  The entire price is taxable 
unless the seller's books & records can 
show that only a portion of the sale should 
be taxable. However, section 77.54(20m) 
provides an exemption from WI s/u tax for 
the gross receipts from the sale, storage, 
use or other consumption of, food, food 
products or beverages and of other goods 
that are packaged together by a person 
other than a retailer before the sale to the 
final consumer if 50% or more of the sales 
price of the package is attributable to 
goods that are exempt.

Single price:  When tpp and a service are 
provided for a single price, the objective of 
the purchaser is looked at to determine if the
seller is selling tpp or a service. There are 
certain services where the statute deems 
that the transfer of tpp w/ the service is a 
separate sale of tpp (e.g. photographic, 
repair, fabricating, priting, landscaping)

Single price:  Look to the primary purpose or 
allocate, whichever most accurately reflects 
the tax. Primary purpose is generally used in 
the area fo admissions where there is some 
educational component. Allocation is ususally 
done where the provision of a service is 
optional w/ other services.

You will find Wisconsin's Mobile 
Telecommunications Sourcing Act implementing 
legislation at 
www.legis.state.wi.us/2001/data/JR2AB1-ASA1-
AA1.pdf (pages 121-124) which is Assembly 
Amendment 1 to Assembly Substitute Amendment
1 (i.e. Assembly's version fo the Budget Bill). The 
bill has not yet been passed. We have no statutory
provision that allows for the unbundling of taxable 
and exempt services. However, as a policy matter,
WI does allow unbundling for all services where 
they are not specifically deemed part fo the gross 
receipts or sales price of a taxable service.

N/A N/A

WI Separate price: Only the charge for the 
taxable item is subject to tax.

Separate price: same as a. Separate price: same as a
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State Does your state impose liability for the 

sales tax on the vendor or consumer or 
both?

Describe your state's tax treatment of 
furnishing taxable tangible personal 
property with exempt tangible personal 
property as a single item (e.g., exempt 
fruit in a basket with candy) where 
there is a:

Describe your state's sales tax treatment 
of taxable tpp with a nontaxable service 
(e.g., computer terminal with a 
nontaxable data processing service) 
where there is a:

Describe your state's sales tax treatment 
of the furnishing of a taxable service with a 
nontaxable service (e.g., local telephone 
service with Internet Access) where there 
is a :

Has your state enacted legislation to conform 
to the Mobile Telecommunications Sourcing 
Act?                                                                         
If yes, please provide portions of the enacting 
legislation that defines and allows for the 
unbundling of taxable and exempt 
telecommunications services.                              
Do these provisions only apply to mobile 
telecommunications or all telecommunications 
services?                                  

If your state has never addressed the 
issue on bundled services, other than 
telecommunications, has your state 
always applied a true object or essence 
of the transaction test to determine if 
the bundled sale of services is either 
totally subject to tax or totally exempt 
for tax?

If your state imposes the liability for sales 
tax on the consumer rather than the 
vendor, do you have any statutes, rules, 
etc. that requires then vendor to provide 
the consumer with detailed information to 
support the unbundling of a transaction. If 
yes, please provide cites and language.

WI Statute:  Section 77.60(8). Any person 
engaged in the business of making sales 
at retail who is at the same time engaged 
in some other kind of business, occupation
or profession not taxable under this 
subchapter, shall keep books to show 
separately the transactions used in 
determining the tax herein levied. In the 
event of such person failing to keep such 
separate books, there shall be levied upon
the person a tax at the rate provided in s. 
77.52 or 77.53 on the receipts of both or 
all of the person's businesses, 
occupations, or professions.

Statute: sections 77.51(5); 77.51(13)(e) & 
(f); 77.51(14)(L); 77.52(2m)                 Rule: 
Section Tax 11.67, Wis Adm. Code Court: 
see attached email for cases

Rule: Section Tax 11.67 & 11.82(2) Wis Adm. 
Code                                                   Court: 
see attached email for cases.

WY Both vendor & consumer are equally liable Single Price:  WY would treat this as a 
taxable transaction

Single Price:  WY would treat this as a 
taxable transaction

Single Price:  WY would treat this as a 
taxable transaction

WY references the Sourcing Act in statute under 
the tax imposed section.  We will depend on 
existing bundling language in rules to segregate 
taxable items from exempt items. Our rule on 
bundling applies to all transactions.

N/A N/A

WY  Separately stated price:  If separately 
stated the taxable component would be 
taxed.

Separately stated price:  If separately 
stated the taxable component would be 
taxed.

Separately stated price:  If separately stated 
the taxable component would be taxed.

WY Rule:  Chapter 2, section 8(a) Rule:  Chapter 2, section 8(a) Rule:  Chapter 2, section 8(a)
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