IMPORTANT NOTICE

TO: ALL CELLULAR PHONE RETAILERS
Recently there have been some questions regarding the treatment of a sale of a cellular phone in conjunction with a service plan. In order to clarify this issue please refer to  Rhode Island General Law 44-18-7.1 (c) which defines the elements of a bundled transaction. In most cases, the sale of a cellular phone and service plan would no longer be considered a bundled transaction based on 44-18-7.1 (c) (iii) (C). The tax would be due on the actual retail sales price and the consideration (commission) received by the retailer from the service provider (carrier) in relation to the sale of the service agreement.

Example: Customer purchases a cellular phone and service agreement (provided by a carrier) from a retailer.

If the transaction is de minimis it is no longer considered a bundled transaction, and tax is computed based on the following:

Wholesale cost of cellular phone to the retailer - $64

Regular retail sales price of phone without a service plan - $200

Sales price of phone along with the purchase of a service plan - $19.99

Consideration (commission) paid to retailer from service provider - $100

Single phone service plan - $50 per month x 12 = $600 annual service plan

$19.99 (sales price) + $100 (consideration) = $119.99 x 7% = $8.40 sales tax due.

Note: RIGL 44-18-12 defines sales price as the measure subject to sales tax and means the total amount of consideration for which personal property or services are sold or leased.

It is noted if the phone is sold at the regular price of $200 (no service plan involved), tax is due on the full sale price of $200.

If you have any questions regarding this notice, please contact the Excise Tax Section at (401) 574-8955.
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