






continues to be subject to sales tax.  Examples of 
such services are paging and beeper services, 
mobile radio services, wireless services including 
cellular roaming services, and air-to-ground 
telephone service.  Mobile telecommunications 
services do not only include transmission services 
for voice but also include transmissions for other 
types of content including data or video as in text 
messaging. 
 
Sales of mobile telecommunications services are 
sourced to Tennessee and subject to Tennessee 
sales tax if the customer’s place of primary use is 
in Tennessee.  In the case of mobile 
telecommunications services, place of primary use 
must be within the licensed service area of the 
home service provider. 
 
Private Line Services:  The new law deletes 
the narrow and obsolete definition of private line 
services, and the exemption for private line 
services is repealed.  Dedicated access lines are 
examples of private line services that are now 
subject to sales tax.  The sales tax on private line 
services will first apply to bills issued to 
customers that are dated on or after July 1, 2004, 
for charges not billed previously.  Private line 
services are private communication services and 
are sourced to Tennessee and subject to tax in the 
same manner and rates as other private 
communication services. 
 
Enhanced Services:  The new law clarifies 
that services that are not regulated by the FCC 
because such services are considered enhanced 
services are still subject to sales tax in Tennessee 
if the primary purpose is the transmission, 
conveyance, or routing of content.  Examples of 
such services include, but are not limited to, voice 
over Internet protocol (VOIP) and electronic data 
interchange (EDI).  Such enhanced services are 
subject to tax at the same tax rates as other 
telecommunication services.  
 
Virtual Private Network Services:  The 
law clarifies that virtual private network services 

are subject to sales tax in Tennessee. Through the 
use of new technologies in equipment and 
software, private communications networks can 
be built within the public network or the Internet 
backbone.  Such services may be referred to as 
virtual private network services. Dedicated access 
lines may be used to connect customers’ locations 
or sites to the virtual private network.  Virtual 
private network services and dedicated access 
lines are examples of private communications 
services.  Such services are taxable 
telecommunications services regardless of 
whether the provider is regulated as a 
telecommunications provider and regardless of 
whether the network is constructed using Internet 
protocol, frame relay, or other types of protocol. 
Such services continue to be subject to tax at the 
same tax rates as other telecommunication 
services.  
 
New Exemption:  Effective July 1, 2004, 
Public Chapter 782 provides a new exemption for 
private communication services when such 
services are utilized for communications with a 
computer or telecommunications center located in 
Tennessee by a taxpayer that has qualified for the 
headquarters tax credit provided for in Tenn. 
Code Ann. Section 67-6-224 or by an affiliate of 
such taxpayers.  The purchaser must apply and 
have been issued an exemption certificate by the 
Commissioner of Revenue.  The purchaser is 
required to provide a copy of its exemption 
certificate to the seller of the private 
communication services to purchase such services 
exempt from tax. 
 
In addition, sales of telecommunication services 
between affiliates, when one of the entities that is 
a member of the affiliated group has qualified for 
the headquarters tax credit provided for in Tenn. 
Code Ann. Section 67-6-224, are not subject to 
sales tax.  The entity that is a part of the affiliated 
group that purchases the telecommunication 
services from a vendor that is not a member of the 
affiliated group shall be deemed the user and 
consumer of such services and shall pay any 
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