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Source and Eliective Date 
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See: 40N;J,R. 1777(a),40N.J.R..6832(a). 

Chapter Expiration Date . 
In.accordance with N.JS.A. S2:l4B-S:l.c(2), Cflapter,24, Sales and 

Use Tax Act, expires on April 25, 2016'. See: 47 N.J.R; 2919(a). 

Chapter Historical Note 
. . . ' ' . 

All provisions .of this chapter became effective. prior to September 1, 
1969. 

1969 Revisions: Anieiidtn.ents became effective Deceoobet23, 1969 as 
R.1969 d.36. see: 2 N.J.R. 7(b). 

1970 Revisions: Amendments became effective July l; i979 as 
R.1979d,70. See: 2N,J.R.51(b);2N.J.R.58(a). 

1971 Revisiolis: Arnen~entsbecame effective Septembet2; 197l.as 
R.1971.d.157. See:. 3 N.J:R, 21l(a), lN.J.R, 162@. Flirthet aniend~ 
ments became effective Novemb~tl1 1971 !IS R.1971d;l94. S~: •. 3 
N .J.R. . 275(b), 3 N.Jiil. 207(c ). Flirther amendments. became effectit,e 
December 10, 1971 as R.1971 d.218. See: · 4 N.J.R. 13(c), 3 N.J.R. 
234(b). . . 

1972 Revisfons: Sub6hapter 2l was adopte(~ R.1972 d.126, 
effectiveJuly 1, 1972, See: 4.N3.R. l97(d). Arnendtjiertts became ef-
fective February 9; 1972 as IU972. d.27. Se,e: 4 N.J.R. 54(h), 4 N;J.il. 
12(b ), Also,. on. December 18, 1972 as R, 1972 d,258. See: 4 N,J.R. 
19(c); 5 N.J.R. 23(b). . 

... 1973 Revisions: Arnen&nents hecame effective May 30, 197J as 
R.1973 d.1.39. See: S N.1.Jl. 246(b ), Furthei- amendni~nts pecame effec-
tive December 4, 1973 as R. 1973 d.336. See: 5 N.J.R. 392(a), 6 N.J.R. · 
38(a). 

1974. Revisions: ~ubchaptet 22 was. adopted as Jll974. d.l23, 
effective May 20, 1974, . See: 6 N.J.R 85(a), 6 N.J.R. 251(a). Sub-
chapter 23 became effective April 19, 1974 as R.1974 d.96. See: 6 
N.J.R: 123(a), 6 N.J.R. 208(a). Arnend!nent.s becamti effective August 
30,. 1974 as R.1974 d.244. See:. 6N:.J'.R. 326(a), 6 NJ.R. 414(e). Sub0 

chapter 24 was adopted as R.1974 d.252, effective September 17, 1974. 
See: . 6 N.J.R. 415(a). 

19'75 Revisions: J\rneiidnients became effective Jilituacy 13, 1975 as 
R.1975 d.4. See: 6 N.J:R. 494(b); 7 N.J.R. 77(a). Furllier aritendii:J.ehts 
became effective.J~e26, 1975 ~s 11;1975 d.187, See: 7 N.JJt 282(a), 
7 N.J.R. 350(b), Further amendments became effective August 15, 1975 
as R.1975 d.246 .. See: 7 N.J.R, 347(a), 7 N.J.R. 446(b). Subchapter 24 
became effective September 17, 1974 as R.1974 &252. See: 6 N.J.R. 
415(a). 

1976 Revisions: Amendments became effecth;e :February 27, 1976 as 
R.1976 d.62. See: 8 N.J.R. 87(b), 8 N.J.R. 209(a), June 21, 1976 as 
R.1976 d.190. See: 8 N.J:R, 356(e). 

1977 Revisions: Amendments became effecti?e February 3, 1977 as 
R.1977 d;29. See: .. 9 N.J.R. 44(b), 9 l'LJ.R'.147(b); Further amendments 
became effective September 30, 1977 as R,1977 d,365. See: . <J N.lR. 
445(a); 9 ;N,J.R. 544(a). Further amendments became effective De.cem• 
bet 29, 1977 as R.1977 d,484. See: 9 N.J.R. 594(a), 10 N.J.R. 8l(a). 

1978 Revisions: Subchapter 25 became effectiveMay 4, 1978 as 
R.1978 d.142. See: 10 N.J.R. 173(a), 10 N.J.R. 265(e). Subchapter 26 

became effectiye Augustl5,1978 as R.1978 ~;285. See: .. 10 NJ.R, 
300(a), 10 N;J,R. 407(a). Further amendments became effeetiv'e Septem-
ber 13, 1978 as R,1978 d.320. See: 10 N.J.R. 362(a),10 N.J.R.457(b)'. 

1979 . Revisions: Alhencl!nents. became effective.]\1:arch 8, 1979. as 
R.1979 ~.89 •. See: H NJ.R. 103(~), 11 N.J.R. 210(d). :further amend-
ments became effective May4,l979 as R.1979 d.179 •. See:.11 N.lR. 
209(b), llN.J.R, 305(a). Further ame!1dme11ts became effective Septem• 
her 28, 1979 as IU979 d.384. See: 11 N,J,R. 472(b), 11 N.J.R. 595(a). 

1980 .Revisions: Arnem1ments becaine effective .March is, 1980. as 
R.1980 d,102. Se~: 12 N.J.R. 96(1.;), 1.2 N.tR. 224(d). Further.amend• 
inehfS became effective April 90'.1980 as .R.l980 d,149 .and d.i5o, . See: 
12 N.J.R •. l(jl(b)i .12 N.J.R.293(e); 12 N:J.R 16l(c), 12 N.J.R. 293(f). 
Further .amendments .becaii1e effective May 6, .1980 as R..1980 .d197. 
Sl,le: 12 Jlf.J.R, 219(b), 1:Z N.J,R.355(a)'. Flirther alllendnients became 
~ffective N~vember 6, 1980 as R.1980 d489. See: i2 N.J.R. 619(a), 12 
N,J.R. 729(b) . 

. 1981 . Revisions: . Subchaptet . 27 was adopte4 .· as· R,1981 d,208, 
effective July 9,}981. See:. 13 N;J.R.164(a),l3 N,J.R, 465(d).Ameiid• 
ments ~~came effecti:ve July 9, 1981 as Rl981 d.209 and d.210. See: 
13 N.J.R .. 163(a),.13N'.JJt465(it);13 N.J.R. lll(a)'..13 N.J.R .. 465(c); 
Subchapter 28 was adoptfld as R198l d.436, effective November 16, 
1981. See: 13 N.JJt. 622(a), 13 N.lR. 84'7(c). . 

1982 Revisions: Aniendments became effective Febfuacy 16, 1982 as 
R.1982q.36 .... seC;l: ... J3.N.J.R. 75!(a), .. lt N.J,R:.212(b). Flii1heran1ertds 
J;llent~ became effective April 5: 1982 as R.1982&85: See: 13 N.JJt 
883(b), 14 N.J.R. 348(a). Flirther amendinerits hecame effective May 3, 
1982 as.R.1982 d.141. See: 14 N.1.R.140(1,), 14 N.J.R. 430(b). 

198$ Revisions: Aii;J.eridinents.~ecame ¢fiective June 20; .1983 as 
R.198Jd.220. See: 15 N,lR 324:(a), BN..t.R. 1039(b). $ubchapter 29 
was adopted as RJ983 d.324, effective August15, 1983. See: 15 
N.J.R. 797(~); 15 N,.J.R: · 1384(a). This chapter )\las readopted pursuanttp 
~xecutive. Order 66(1978) · effective i\11gµst 12, l98f as. R, 1983 . d,357. 
See: 15 N.J.R. l086(a), lSN;J.R. 1487(d). Further amendmeiits became 
effective Septelhbet 6, 1983 as R.1983 d367. See: 15 N.J.R. 1088(a), 
15 N.J.R. 1488(a). 

1984 Revisions: Amendments became effective Jajmary 17, 1984. as 
R,.1983 d •. 619. See: 15 N.J;R. l565(a); 16 N.J;R. l48(c). Furt:4er 
arnehdmep.ts became effegive April 16, 1984 d:126;. ~ee: 16 N'.J.R. 
235(!l), 16 N.LR. 92~(b): Further ame11dm~ts becaine effectiveMay 7, 
1984as .R.1984 d.156, Befl: · .. 16 RJ.R. 3S9(a), 16 N,.J.R. 1098(a). Ful'• 
ther amendmlalnts became effective Septembflt 4, 1984 as R.1984. d.380. 
See: 16 N,J,R l466(a), 16 N.J.R. 2379(c). Further amendinents becante 
effective(>ctoberl, 1984 !!S R.1984 d.43L See.: 16 N.J:R.l96S(a); 16 
N.J.R .. 2689(a) •. Subchapter)l was itdopted>as 1tJ984 d,495, effeetive 
NovemBer 5, 1984. See: 16 N,J.R. 1332(a), 16 N.J.R. 3059(a). · 

1985 Revisions: Amendments l,ecaihe effective FebruaryA,1985 as 
1U985 d.31. See: 16 NJ.Il.3193(a);l7 N.1.R. 32Q(c). Further amend-
ments became effective F~ptuaty 19, 1985Mlt1985 d.44. See: 16 
N.J.R •. 3298(b), 17 N.J.R. 480(a):BubchapterJ2 titfow.is .changed from 
"Criteria for Determining· 'taxability of Fopd'' and the subc;hapter was 
revised,effec;tive June 3, 1985 as R.1985 d.280. See: 11 N.J.R. 178(a), 
17 N.J,R; l 440(a). 

1986 Revisions: Arnendm.ents becillhe effe9tive Jantmry 6, . i986 .as 
R.1985 d651 and &652. S!)e: 17 N.J.R. 2387(a), 18 N.J.R. 94(b); 17 
N,J.R. 2240(a), 18 N.J.R. 94(a). 

198'7 Revisfons: Arnendtjients.became effective August17, 1987 as 
R.1987 d.325.. . See: . 1? N.J.R. 858(a), 19 N.J.R. l5;0(a) .. Further 
amendments ~eca111e effeptive November 16, 1987 as R.1987 d.474. 
See: 19 N.J.R. 118l(b), 19 N,J;R. 220l(b). . 

1988 Revisions: This chaptet was readopted effective June 7, 1988 as 
R.1988 d.298. See: 20 N.J.R. 512(a), 20 N.J.R. 1570(d). 

Pursuant to Executive Order Nh. 66(1978), Chapter 24, Sales and Use 
Tax Act, was readopted as R.1993 d.313, effective June 4, 1993. See: 
25 N.J,R. 1486(a), 25 N.J.R. 2899(c). Subchapter 21, Accounting 
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Prboedu.res nillltmg to Sales of Alcoholic Beverages, attd Subchapter i4, 
Sale and Installation of Gasolilie . Service Station Equipment; were 
repeal~ by Jt1993. d.313,, effecth,e July 6, 1993. See: 25 N.J.R. 
1486(a); 25 N,J.R, 2899(0). · · · 

... Pursum,.t to Executive·~ No, 66(1978), Chapter 24, Sales attd tJse · 
t~ Act, wils ~adopte(l as R.1998 d288; effective May 8, 1998. See: 
30 N.J.R: i206(i:;), 30 N.J,R. 2070(b). . . ·. . . 

Cb.aptet 24, Sales md Use TaxAct, was readopted as R.2003 d'348i 
effective July 28, 20()3; See: 35 N.J.R. 2165(a), 35 N.J;R. 3848(a). · · 

Chapter 24; SiileiS and Use Tax Act, wu. readaj;ted as Il2008 d.356, 
effective October 28, 2008. As a part of R.2008 d356, Subchapter 1, 
F.otniil, was tenanl.ed Fotriis attd Definitions; Subohapter 2, Retention rif 
Re!,l()rds By Vendors, was renamed Retention of Records By Sellers; 
Subchaptet 3,. Room Occupancy Subject to Sales Tax, was fynafiled 
Hotei Room Occupa11cy Subject to . Sales Tax;. Subchapter 5, Builiµng 

. and Construction. Trades,· was rertaitied Cqntractors arid. Services i>er-
formed 6n :Real Propetty; Subchilptet 6, Clothing and ·FootWeat, was 
rilpealed and Subchapier 6, Sales of Clothing, Footwear, and ~tective 
Equipment attd Services Performed on Clothing, was adopted as new 
fules; Subchaptef 9, Reqilireinents Rc;,lating tb Organizatioris Operated 
for Religious, Cliatitable, Scientific, Testing for Public Safety, Literary 
Qt Educatiorial Purposes or f9r the Prevention of Cruelty to Children or 
Aniftials; was renamed Requirements Relating to Exempt Private Orgaa 
niz~tlons; Subchiqiter 12, Re~ipts from die Sale of Food iirut Drink, was 
~ilttled Receipts from the Sale of Food, Food Ingrediertts and Prepared 
Food; Subohapter U, Tmh ·Removal Service;,,. was reriamed Oatbage 
Removlil Service; $ubchapter 15, Taxability of Certain Linen Rentals, was repehled and Subchaptet 15, La'Uridt'y and, Dry <:lleatifug Services, 
was adopted 118 newntles; Subchapter 25, Data Processing, was repeaied. 
and Subchaptet 25; Sales of Software and Related Services .was adopted as new rules; . Subchapter 21, · Transportation of Tangible Personal . 
Property, tepel'!l.ed and Subchapter 27, Transportation of Persons 
and of Taiigible Personal . :Property, was adopted as new . rules; and 
Subohiipter 32, Leases and Rentals of Tangible Personal l'toperty, 
Subcliapfet 33, Massl'lge; Bodywork, iliid Soritatic Services, Sql,chapter 
34, Investigation lit'jd Security Services, Subcluipter. 35, Infotmati()n 
Services,. and Subchapter 361 Sates Price were adopted as new rulesi 
effective December 1, 2008. See: Source and Effective Date. See, also, 

. section ailil()fatiobs. . 
· • S1:1bchapter 371 M:edical; was adopied as new rules, effective April 6, 
2015'. See:. 46 N.J.R. 1968(a), .47 N.J.R. 729(a). 

in a6Pordiince.with N,1.S.A. 52:14B-S.lb, Chapter 24, Sales and tJse 
Tax.Act, was schedi.tled to expire on: Octobiir 28, 2015. See: 43 NJ.R. . 
1203(8). . .• . 
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ANP SERVI~ij$ ···• · . .· .. . . . · ·. . 

13:24-14.l Hospitals,alesmay~,~enmt 
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18:24-15;1 
13:24-15.2 
13:24-15.3 . 
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18:24-19.7 Jtanner'sEx;einpµoi,. Gertificijte: ST~7 u~~::~;~ g; ~=t~~~c:ih~iTrtanning · 

l'r!lll'S 
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~IJy R;Z9Ql a.3M!, eff~ve A•* 18, 2003 .. , ·. 
S.~ . ~S N,1;~ ZHiS(a), 35 N,J.R; 3848(a). . .· 

1n (a), deleted ''JW0-1", '~J-REQ''. ap.d subsl;itqtecJ 
"~~te" fo1; 'W"11Illt" in "~G-,lE" in the registration 11.ppli,oatiol)S 
ijst, 1JD.d ~l!"ted the ~~l)Qb!:l stlmis list, · · . · .· · . ·. •. 
Amm4e4 by R..i008 d,35(!; eff11ctive-~ber 1, 20()8; ' · . 
S~: ~N-1,R; :i771(a),'40Nl.it 683~a); .· . .·. . 
·. ';tlelci~ ~i8-fiation (11); under "~9:lS~TIQN Af:P:UCATlONS", 
IJli.~ ,1be.· .·~~ for ''VZr~~sa-A.'.'; ~. ''SPE~ USP: 

· FQ~S", iii .the eni;cy: ft>r "ST.JNR", SJAbsiltut~ "Sellers" for "Ven• 
. ~'\ !ldde9 the ~ntries fo.r "ST~4ffl~G)", ''S'f •SST" 1JD.d ''MTG", 

llrid deletlld the· eptTy· fo~ ••sr~40"; ''SALES VSE J'AX 
1,{'g.~S'\ delet~ QUtry for ''ST,52", ·~ in the ~try f(»' "ST-
i0A.l', del~~ '':OflduQti.()ll.'' pre~mg "Worl<;sheet"; ''URBAN 

. ~RflµS~ Z(;)~ FORMS", deleted th!,. ~try wr ''VZ.4A/SA", 
su~~ti~ "V~S.•SB'' fQr ''UZS' and ad4e4 the en1ryfor "UZ,,§"; and 
ad®4 li11tj»gs .{Qr "CA,PE MAY CO\nllTY TOUJU,SM TAX" ·.md ·•$~~QtrNT¥i', . . · .•• · ....•.... / •.. . · ... 

i,;2+i'.; • · J;)etlni~o,, · 

spotts, ent~cmt. etc.). A,.n~paper ll,lay ~o·Q()nt:ait\· 
other material, s~h ~s .U~les ·~ v~ror of tqpi~. p]i,;,to- . 
graph$, illustratiQJlS, · 1~g~ n~ti~s. conu.c· sttipi;,, c~; . · · 
~tQrials, ¢t~~ A J~P~~J!! J1:v~le {or ~cWation · 
the pµblic, ·p9r PlJ1'POSes Qf ~. defmiti~ ·a4verns~ Js. J,\Ol 
c~si~d to be news.of a gen~ cl:µlrae,ter ~,of~ geu.eim 
interest. · · · · · 

This definition does not include books' com.pl* in them .. 
selv~s. !;Well those iss~ at sta~ intetvals; pQlierbiwk tlQob~ 
a n~ OJ,le c:,f whiQb. ntay be issµed <>nee a m<>nth or sc,n;qe 
other intel'val;. QI' 110~~1e4 ''one-sbof' n,iag~e~ that ]µwe n..<> 
lit~ or subj~, matter comiection qr 9onijn;ujty betw~ · 
piqr or sµpsequi,mt is11ue~. Th~ 4lefinit.i<m d99s not mclu~ .· 
c~~. tly~ •. guides or. handboolcs, · 981mog11, program.l!, ... 
scqrecards, ban~bills, ~s, ootl ~ta~ brQket's' li~s, price. · · 
9t o• books~. prin~ •. s~es ·m,essages,. shopping gu,ides ·qr ·.· · 

. 'I'b,e foPo~~ wc,r~ imd ten,ns, as ijlled ii\ ·thi$ ¢ha~, · eorporatereports issµ~ to stockJ19lders.' · · · · · · 
shall h,a\fe ~e follff'wing melUlings, unless the context clearly. •~Persoii'' ~ea,ns 8A iticlivi~ tntst, Q~tate, fiduci~. plll't ... 
iti(;ti~tes gtherwise; · · · · · · ersbi limit d liabilini · · · fuuited liab 'lifo ··arin, · . . · ·. . . . .· •. . .. . . . · n . p, .·• .. e: _ -~ cQJllp.any; . . • • · •·.•. J. •; J) .. ,er,:"· 
• ~•Agr~~t'' m~ th.¢ Sales and Vse T~ ship, 6Qqx>rati()i1,, 01 any QtherJeg~ ¢ntity. 

Agr¢.~ent. . . . .. . . . ,m.:-has " . . · · . · < ·. ·. u.1.nm a ·sate of +, ... aible .• . 
.. . . . . . . ·.v.u.i"" .. .- m,~ a ~9n •· ~.,. ... . . •~!?" i 
~.C~4:~,I . .. . . 'A " ·.. . ... t ~4':ed ona1 ·. . ...... .., .. Ital. ..-, sa1 f . . . .. . . .. _ ~•·I#+"'""· ser,vu;:e pr9vt~er meatlS , an . ~en c~ LUI .. pers .. . Pl'Qp.,, •• ., .~. pr~l""'•·.1 or . . Q a secyi.ce l!L · 

J<1intly ~l the st.ates that ~e siptotie.s to the Agreerp.ent to made; Qr a· persQD, Uable. for tbe j,ayJnet1.t ._,r ai,.y ainu,s~~f · · 
per{QJ.W ml of th!.' sen~•s sales t\m.~fmS. . J . Qb~e. hotel IOQID e;,ccupan,ey ch,aJ:ge, f~s Qr wes fqr < 
· ·''Ma.·· •. ,, . •~ ·Mrnn1" ·. . · . . 'bl' ati ~1-...,.. or qse of the P1'QPCilJW .Qr facilitjes Qf a fitµ~ss; ft1:tl~P, 
. ·, ....•. gaz,m,~ or ·. pert' . ·~ . means WlY PY.·, lC. ~· spQnillg, Qr shopping ~lub· :or Ql'g~tjen, ~- fQi' •. 

app~111s ,t 11mt~ int~aJs at least f9ur tit,µes P-1\J'. year,, ~h s~e or fe>r p~Iting Q1' Jat~g a motor yehjcl~. . ·· · · irisµe qf much .~1aws n~ Q1' fu.fOfllllltion of gcmeral . . . . .• . . . 
in~st to tbe pul>Hc or to soUte partiQU!ar o.rg~i~ or · ''Rec~pf' meaµs tlie ,nowit of the sales . price of aµy 

.· ... ~·QfJ)eJ'sPUs; l3®h i$~µe m~t.·~···a ~lation~p to priQr timgjblJpers• prop", digital~. 91 s~ce t~\,le .· 
Qt sµbs~gwt issqes f<:!Speqt t9 continuity of literary 1Jllc;ler the. Sal~ .. aµ4 u~ r~ ,'\ct, s~ a}sQ !'sales priqe" 
Qlw'acter Q1' idtnil~cy ~f subj~ matter aµ4 there n,l\lSt be befow, . . . . . . . . . . . . . . . ~~:a=:~: =~a::::t~=~~~s~e::! .-· n~staile' •0· ~~er~le;~:~:5 .. }T'ejm,s~fe: sals.' .. u~l·eastease.:eor, ·9.:•~t!l1Af()l'sft1eaµ1ys.· ...... · 

. b¢ .~ciex,,tlr simil!: ill style aµ~ f~ttcnn,3,1.(:e; it evideo.t P-~,., · . · '19·· · · ·· .,u ' , •Ji! ' · • ·~ ... ~•·~•. • · · · · 
. ·. t,ttat it. is,. <me of tl s~es. 'PJ.le p:y.bljcati«m mw;t qwilify f9r the . £~ •~sale, sghlease, Qt' i1ut,,rent•~ lf it.is· for ~ale is; fo, 
•s~PJ1e;I ·alas,s nwU1:ig rate. or a CQntroll~ cll'Q!llation · Nsale .a QQID.PQnent W!,li. of a prQ4uct 1:1:lat ~e Pl»'~ef · .• , • · . · · · · , ···· •. · · pi'Od,uees fm s~~; for qse by· tM · ht perfQl'JUlllg 
}'1J.~li~9n, lPlderV,S, ppsffll. Jaws ~c;l regulation,.~. i~ble servi~s. i{ the prqperty purcba$ed b~mes a. phy~ 

This defiµition d,;,es not incb,1de boo~s 9Qm.plete in tlJ.eni,. iQaJ, ~p~t qf ie wigibte ~mil property 9ll wh.ic4 ~e 
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SALES~ US:t TAX ACT 

"Sales price" mefl.O.s the same as ''receipt." It is the measure 
subject b.> sales tax, fl.O.d meoos the total fl.O.lOUllt of con-
sideration, including cash, credit, property, ood services, for 
the purchase of personal property, services, amusement 
admissions, taxable club dues, storage, parltjng, !Uld other 
tax:able trfl.O.sactions. "Sales price" is valued in money, regard-
less of whether received in money or in othey form of 
consideration, without flnY deduction for fl.O.Y of the follow-
ing: 

1. The seller's c:ost of the property sold; 
2,. The cost of materials used, labor or service cost, 

interest, losses, all costs of troosportation to the seller, all 
taxes imposed on the seller, and ooy other expense of the 
seller; 

3. Charges by the seller for ooy servi<;:es necessary to 
complete the sale; 

4. Delivery charges; 

5. Installation charges; and 

6. The value of exe111pt personal property given to the 
purchaser where taxable and exempt personal property 
have been bundled together ood sold by the seller as a 
single pro<iuct or piece ofmerchoodise. 

"Sal1;:s price" does not include: 

1. Discounts, including cash, term, or coupons that are 
notreimbursed by a third party, tbat are allowed by a seller 
ood taken by a purchaser on a sale; · 

2. Interl:lst, financing, ood carrying charges :from credit 
extended on the sale ofpers<>nal property or.services, if the 

18:24-1.3 

amout1t is separately stilted on the ii;lvoice, bill of sale, or 
similar docwn.ent given to the purchaser; 

3. Any taxes legally imposed directly on the consumer 
that are separately stated on the invoice, bill of sale, or 
similar document given to the purchaser; 

4. The amount of the sales price for which foc;,d stamps 
have bee,p. properly tendered in :fiill or part payment pur-
suoot to the Federal Foo(! Stamp Act c;,f 1977, Pub.I,. 95'.' 
113 (7 U.S.C. §§2Qll seq.); or 

5. Credit for ooy trade-in of property of the same kind 
accepted in p1ll't payment ood intended for resale if tbe 
amount is separately stated op thl:l invoice, l,ill of sale, or 
similar docuµient given to the purchaser. 

"Toogible persopal property" meoos personal property that · 
coo b1;: seen, weighed, measured, felt, or touc:hed, or that is 
perceptible to the ~enses in ooy other lllfl.O.ller. It includes 
electricity, water, gas, steam, ood prewritten colllpl,lter soft-
ware, including prewrittl;)ll computer software delivere<l elc»,, 
tronically. · 

New Rule, lt1987 d.325, effective J\ugust 17, 1987. 
See: 19 N.J.Jl. 858(a), 19 N.J.R, l57Q(a): 
R.epf!)al and New Rule, R.2,008 d356, emwtive :Pecember 1~ 2Q08. 
See: 40N.J.R. 1777(a), 40N.J.R. 6832(a). 

Si:ction was "Newspaper ~efbtc::d", 
Amended by R.2009 d369, effective December 7, 20()9. 
Se.e: 41 N.J.R. 3.Q49(a), 41 N.J.R. 4464(a), 

Added defmitions "Magazine" l:llld "Newspaper". 

18;24-1.3 (ReservecJ,) 
New Rule, R,1987 d.~25, effective Augµst 17, 1987, 
See: 19 N.J.R. 858(a), .19 l'!{.J.R, 1570(a). 
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SALES AND USE TAX ACT 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Repealed by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Magazine and periodical defined". 

18:24-1.4 (Reserved) 
New Rule: R.1990 d.74, effective February 5, 1990. 
See: 21 N.J.R. 1107(a), 22 N.J.R. 363(c). 
Amended by R.1992 d.139, effective March 16, 1992. 
See: 23 N.J.R. 3433(b), 24 N.J.R. 969(a). 

Revised ( i). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

In (a), inserted an exception relating to energy. 
Repealed by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Receipt defined". 

SUBCHAPTER 2. RETENTION OF RECORDS BY 
SELLERS 

18:24-2.1 Scope of subchapter 

This subchapter, promulgated by the Director of Taxation 
pursuant to authority under N.J.S.A. 54:32B-1 et seq., is in-
tended to set forth certain records required to be kept by 
vendors under the Sales and Use Tax Act (N.J.S.A. 54:32B-1 
et seq.). 

18:24-2.2 Definitions 

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the context 
clearly indicates otherwise: 

"Director" means the Director of the Division of Taxation 
of the State Department of the Treasury, or any officer, em-
ployee or agency of the Division of Taxation in the Depart-
ment of the Treasury duly authorized by the Director ( di-
rectly, or indirectly by one or more redelegations of authority) 
to perform the functions mentioned or described in the Sales 
and Use Tax Act. 

"Persons" means an individual, partnership, society, asso-
ciation, joint stock company, corporation, public corporation 
or public authority, estate, receiver, trustee, assignee, referee, 
and any other person acting in a fiduciary or representative 
capacity, whether appointed by a court or otherwise, and any 
combination of the foregoing. 

"Seller" means any person required to be registered under 
the provisions ofN.J.S.A. 54:32B-15. 

Amended by R.2008 d.356, effective December l, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). · 

In the )ntroductory paragraph, inserted a comma following "terms" 
and substituted a colon for a period following "otherwise"· and sub-
stituted definition "Seller" for definition "Vendor". ' 

18:24-2.3 

18:24-2.3 General requirements 

(a) A true copy of all sales slips, invoices, receipts, state-
ments, memoranda of price, or cash register tapes, issued to 
any customer by a seller who is required to be registered 
pursuant to the provisions of the Sales and Use Tax Act 
(N.J.S.A. 54:32B-l et seq.) and records of every purchase and 
purchase for lease must be available for inspection and 
examination at any time upon demand by the Director 
Division of Taxation, or his or her duly authorized agent o; 
employee and shall be preserved for a period of four years 
from the filing date of the quarterly period for the filing of 
sales tax returns to which such records pertain. 

(b) Microfilm reproductions of general books of account, 
such as cash book, journals, voucher registers, ledgers, etc., 
are not acceptable in lieu of original records. However, mi-
crofilm reproductions of supporting records of details, such as 
sales invoices, purchase invoices, credit memoranda, etc., 
may be maintained providing the following conditions are 
met: 

1. Appropriate facilities are provided for preservation 
of the films for periods required. · 

2. Microfilm rolls are indexed, cross referenced, la-
beled to show beginning and ending numbers or beginning 
and ending alphabetical listing of documents included, and 
are systematically filed. 

3. The taxpayer agrees to provide transcriptions of any 
information contained on microfilm which may be required 
for purposes of verification of tax liability. 

4. Proper facilities are provided for the ready in-
spection and location of the particular records, including 
modern projectors for viewing and copying the records. 

( c) A posting reference must be on each invoice. Credit 
memoranda must carry a reference to the document evidenc-
ing the original transaction. Documents necessary to support 
claimed exemptions from tax liability, such as bills of lading 
and purchase orders, must be maintained in an order by which 
they readily can be related to the transactions for which 
exemption is sought. 

( d) An automatic data processing tax accounting system 
must have built into its program a method of producing vis-
ible and legible records which will provide the necessary 
information for verification of the taxpayer's tax liability. 

24-7 

1. Machine-sensible data media, such as punched 
cards, magnetic tape and disks are deemed to be records 
within the meaning of N.J.S.A. 54:32B-16 and must be 
retained in accordance with said statute. 

2. Automatic data processing records must provide an 
opportunity to trace any transaction back to the original 
source or forward to a final total. If detail printouts are not 
made of transactions at the time they are processed, then 
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18:24-2.3 

the system must have the ability to reconstruct these trans-
actions. 

3. A general ledger with source references will be writ-
ten out to coincide with financial reports for tax reporting 
periods. In cases where subsidiary ledgers are used to 
support the general ledger accounts, the subsidiary ledgers 
should also be written out periodically. 

4. The audit trail should be designed so that the details 
underlying the summary accounting data may be identified 
and made available on request. The system should be so 
designed that supporting documents, such as sales invoices, 
purchase invoices, credit memoranda, etc., are readily 
available. 

5. A description of the automatic data processing por-
tion of the accounting system should be available. The 
statements and illustrations as to the scope of operations 
should be sufficiently detailed to indicate the following: 

i. The application being performed; 

ii. The procedures employed in each participation 
(which, for example, might be supported by flow charts, 
block diagrams or other unsatisfactory description of the 
input or output procedures); and 

iii. The controls used to insure accurate and reliable 
processing. 

6. Important changes, together with their effective 
dates, should be noted in order to preserve an accurate 
chronological record. 

Amended by R.1981 d.209, effective July 9, 1981. 
See: 13 N.J.R. 163(a), 13 N.J.R. 465(a). 
Amended by R.1985 d.652, effective January 6, 1986. 
See: 17 N.J.R. 2240(a), 18 N.J.R. 94(a). 

(d)l added; (d)l-5 renumbered to (d)2-6. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

In (a), neutralized a gender reference, and increased the required 
preservation period from three to four years. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In ( a), substituted "seller" for "vendor". 

Case Notes 
Where a taxpayer failed to keep receipts from its cash business as 

required by N.J.S.A. 54:32B-16 and N.J.A.C. 18:24-2.3(a), the tax court 
properly affirmed the assessment of sales tax, corporate business tax, 
and gross income tax by the Director of the New Jersey Division of 
Taxation, as the taxpayer failed to overcome the presumption of the 
assessment's correctness with cogent evidence that was definite, posi-
tive, and certain in quality and quantity. Yilmaz, Inc. v. Director, 390 
N.J. Super. 435, 915 A.2d 1069, 2007 N.J. Super. LEXIS 32 (App.Div. 
2007). 

Trial court endorsed the application by the Tax Court of New Jersey 
of the standard utilized in local property tax cases, namely cogent 
evidence that is definite, positive, and certain in quality and quantity to 
overcome the presumption of correctness of the assessment to a taxpayer 
who challenged a state tax assessment based on an audit of its cash 
business, involving only factual issues and the methods employed by the 
Director of the Division of Taxation. Yilmaz, Inc. v. Director, 390 N.J. 

TREASURY-TAXATION 

Super. 435, 915 A.2d 1069, 2007 N.J. Super. LEXIS 32 (App.Div. 
2007). 

18:24-2.4 Summary sales records 

(a) Where summary records are maintained, which show, 
by sales location, total receipts and taxable receipts, the seller 
may dispose of individual sales slips, invoices, receipts, 
statements, memoranda of price, or cash register tapes, except 
as provided in N.J.A.C. 18:24-2.5, Resale and exemption cer-
tificates, N.J.A.C. 18:24-2.6, Records for out-of-State sales, 
and N.J.A.C. 18:24-2.8, Purchase records, after the lapse of a 
period not less than 90 days from the last date of the most 
recent quarterly (or monthly) period for the filing of sales tax 
retumsto which such individual sales documents pertain. 

(b) In all instances, summary sales records as described 
herein shall be retained for a period of not less than four years 
from the last date of the quarterly (or monthly) period for the 
filing of sales tax returns to which summary records pertain. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (b ), increased the required retention period from three to four years. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Rewrote (a). 

Case Notes 
Trial court endorsed the application by the Tax Court of New Jersey 

of the standard utilized in local property tax cases, namely cogent 
evidence that is definite, positive, and certain in quality and quantity to 
overcome the presumption of correctness of the assessment to a taxpayer 
who challenged a state tax assessment based on an audit of its cash 
business, involving only factual issues and the methods employed by the 
Director of the Division of Taxation. Yilmaz, Inc. v. Director, 390 N.J. 
Super. 435, 915 A.2d 1069, 2007 N.J. Super. LEXIS 32 (App.Div. 
2007). 

Taxpayer's records were adequate even though it lacked any cash 
register tapes through which its receipts could be verified because, while 
N.J.S.A. 54:32B-16 requires vendors to keep records of every purchase, 
including a copy of each sales slip, invoice, receipt, statement, or 
memorandum showing the amount of separately stated tax, N.J.A.C. 
18:24-2.4(a) provides that a taxpayer may dispose of the records listed in 
N.J.S.A. 54:32B-16 when it maintains summary records showing total 
receipts and taxable receipts. The taxpayer's cash receipts and cash 
disbursement journals were such summary records. Charley O's Inc. v. 
Director, 23 N.J. Tax 171, 2006 N.J. Tax LEXIS 11 (Tax Ct. 2006). 

18:24-2.5 Resale and exemption certificates 

(a) In the case of sales upon which no tax has been 
collected by virtue of the acceptance of a duly completed 
resale or exemption certificate by the seller in lieu of col-
lecting the sales tax, pursuant to such rules as may have been 
promulgated, individual sales slips, invoices, receipts, state-
ments, memoranda of price, or cash register tapes recording 
such sales shall be retained for a period of not less than four 
years from the last date of the quarterly ( or monthly) period 
for the filing of sales tax returns to which individual sales 
records pertain .. 

(b) Summary records will not be considered to be adequate 
evidence of the accuracy of exemption certification. 

Supp. 12-1-08 24-8 



SALES AND USE TAX ACT 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

fu (a), increased the required retention period from three to four years. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a) .. 

fu (a), substituted "seller" for "vendor" and "rules" for "regulations". 

18:24-2.6 Records for out-of-State sales 

(a) In the case of sales upon which no tax has been 
collected because of delivery or performance outside of New 
Jersey, the seller shall retain records, which show for each 
such sale: 

1. The nature of the item sold, the service performed, 
the amusement charges or the catered event; 

2. The date(s) of the transaction; 

3. The name and address of the purchaser; and 

4. The method of delivery to the out-of-State location. 

(b) Such records shall, in all cases, be retained for a period 
of not less than four years. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

fu (b ), increased the required retention period from three to four years. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

fu (a), substituted "seller" for "vendor" and inserted a comma fol-
lowing "records". 

18:24-2. 7 Records presumed representative of 
accounting practices 

It shall be presumed where a seller elects to dispose of 
individual sale records prior to the end of the statutory four-
year period pertaining to the retention of such records, that 
those records, which in all cases are required to be retained by 
this subchapter are representative of the seller's accounting 
practices for such four-year period, unless the seller shall 
have notified the Director, by certified mail, of a change in 
accounting practice. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

fucreased the required retention period from three to four years. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "seller" for "vendor" twice, "four-year" for "four year" 
twice, "subchapter" for "Subchapter" and "seller's" for "vendor's", and 
inserted a comma following the third occurrence of"records". 

18:24-2.8 Purchase records 

(a) In all instances, sellers are required to retain for a 
period of four years, purchase records, which disclose the 
following: 

1. Names and addresses of persons from whom pur-
chases were made; 

2. Amounts of all purchases; 

3. The dates upon which all purchases were made; and 
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4. The nature of the items or services purchased. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

fu (a), increased the required retention period from three to four years 
in the introductory paragraph. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

fu the introductory paragraph of (a), substituted "sellers" for 
"vendors" and inserted a comma following ''records". 

18:24-2.9 Direct payment permit holder's records 

(a) A seller who is the holder of a valid Direct Payment 
Permit, issued under the provisions ofN.J.S.A. 54:32B-12(b), 
is required to maintain and retain all records required by this 
subchapter for a period of four years after the filing date for 
the quarterly filing period to which such records pertain. 

(b) A holder of a Direct Payment Permit may not dispose 
of sales slips, invoices, receipts, statements, memoranda of 
price, or cash register tapes, individual or summary sales or 
purchase records, or any other record of sale, purchase or use 
prior to the expiration of a period of four years after the filing 
date for the. quarterly filing period to which such records 
pertain. 

( c) In all instances, a holder of a valid Direct Payment 
Permit shall maintain, in addition to all other records required 
by this subchapter, records that disclose the following: 

1. The amount of every purchase, the name and address 
of the seller from whom the purchase was made, a descrip-
tion of the property purchased, and the exact date of the 
purchase; 

2, The date upon which purchased property was put to 
use, whether or not such use was taxable, the amount of the 
property put to use, and a description of the property put to 
use; 

3. The sales tax reporting period during which tax or 
deduction was reported on all purchases; 

4. Summary records, maintained by calendar quarter, 
including: 

1st Quarter 
2nd Quarter 
3rd Quarter 
4th Quarter 

JAN. 
APR. 
JUL. 
OCT. 

FEB. 
MAY 
AUG. 
NOV. 

MAR. 
JUN. 
SEP. 
DEC. 

which records shall include quarterly summaries of: 

i. Purchases; 

ii. Taxable uses; 

m. Nontaxable uses (including taxable purchases 
upon which tax has been paid); 

iv. Tax paid; 

v. Effective rate of tax paid on taxable uses. 

Supp. 12-1-08 
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( d) _ A holder of a valid Direct Payment Permit is ineligible 
for any reduced record disposal, except _ upon written deter-
mination of the Director, Division of Taxation. Such deter-

-mination may be conditioned upon the seller's willingness to 
extend the period for assessing prior tax Habilities. -

- -

( e) A holder of a valid Direct Payment Permit who wishes 
_ to -surrender such permit may not do so without prior written 
permission of the Director, Division of Taxation. Rulings in 
such matters will be conditioned upon: · 

1. -The payment record of the permitholder; 

2. The present liquidity of the permit holder's-business; 
- _ and 

3; The seller's willingness -to· extend the period -for 
assessing prior tax liabilities.· • -

Amended by R.1998 d;288, effective Jun~ 1,-1998.-
See: 30 N.J,R; 1206(b), 30 N.J.K 2070(b). 

In (a), increased the required maintenance an,d retention period from 
three to .four years; an,d in (b ), increased the disposaLprohibitlon period 
from three to four years. 

-Amended by R.2008 d.356, effective December 1, 2008. 
· See: 40 N;lR. 1777(a), 40 N.J.R. 6832(a). 

_ In (a) an,d c(l), substituted "seller" for "yendor"; in the introductory 
paragraph :of ( c ), substituted "subchapter'' for ''.Subchapter" an,d "that" · 
for ''which'';·in (d) an,d (e)3, ~ubstituted "seller's" for "vendor's"; an,d in 

--( d), deleted "provision herein" following "disposal". · 

18:24~2.10 Extended recordkeeping periods 
. . . - . 

_ The Director, in his or her discretion, may require a seller, _ 
by written notice, to retain records for such period as he or _ 
she may designate other than provided in this subchapter. 

Amended byR.2008 d.356, effective December 1,2008. · 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). · _ _ __ 

Section was "Extended.record keeping periods". Inserted "or her" -and 
"or she", an,d substituted "seller" for "vendor" aud· -"subchapter" for 
"Subchapter".- · 

18':24-2.11 Waiver of recordkeeping requirements 
- - -

_ (a) At any time, the Director may, in his or her discretion, 
consent to the disposal of indivi<;lual sales records upon writ0 

· -- ten application of the seller. Such written application shall 
include the following: -

_ L A statement of the reasons why it is impractical for 
the ~eiler to_ retain documents for the periods required; 

2. A detailed description of-the method of collection of-
the sales tax froin customers; · -

3. A detailed description of the seller's system: of 
accounting for sales tax liability; 

4. Samples of the sales · documents, wl;iich _ the seller 
iieeks authorization to dispose of; and -

5. _ A sample of the summary records used by the seller 
to account for sales tax liability-. 

Amended by R.2008 d.356, effective December 1, 2008; 
-- See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

•TREA.SURY-TAXATION 

Section was "Waiver_ of record keeping requirements". Substituted 
''seller" for "vendor" throughout; in the introductory paragraph of (a), · 
inserted "or her"; in (a)l, deleted "herein" following "required"; in (a)3, o 
substituted "seller's'_' for _"vendor's"; an,d in (a)4, inserted a comma · • -
following "documents". _ · · - _ _ · 

. . - . 
. . . -

18:24-2.12 Waiver of limitation ofdme by seller 

.Where·a seller has consented in writing to an extension of 
the time for assessment of an. additional tax, he or she is 
required, without notice, fo retain such records· as may be re-
quired in this subchapter-fo:i' the periods requil'.ed, as well as __ 
any period covered by his or her waiver/or apJ>roval thereof. 

Amended by R.2008 d.356, effective December 1, 2008. --
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Waiver of limitation of iline by vendor", Substituted 
"seller"_ for ''vendor" an,d- "subchapter" for "Subchapter", inserted·"or 
she" an,d_ "or her'_', and deleted "herei_n" following "required". 

18:24-2.13 (Reserved) 
. . . - _. 

Repealed by R.1993 d:313, effective ju1y 6, 1993. 
See:· 25 N.J.R. 1486(a); 25 N.J,R; 2899(c). _ _ 

Section was "Penalty for failure to keep records". 

18:24-2.14 Exempt organization certificates; effective 
date 

(a) Organizations whi~h quaJify for ·sales tax exemption 
llllder N.J.S.A. 54:32B,9(b) must file form REG~ l'E (Applica-
tion for Exempt Organization Certificate) within -six months _- -
of formation in order for -the effective date of the exempt 
organization certificate -to b~ • retroactive to the date of for--
mation. 

- - -

(b) If the organization for any reason is required to alter its 
activities._ or substantially amend its charter to qualify under 

_ N.J.S:A. 54:32B-9(b), its exempt status shall be-effective only 
in accordance with (a) above; - · · 

__ ( c) ln all other instances the exemption, if the organization 
qualifies, shall be effecti~e as ofthe date of application-. 

·- .· . _- - -

R.1975 d.187, effectiveJune 26, 1975. 
See: 7 N.J.R. 282(a), 7 N.:T.R. 350(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). -

Rewrote (a);-fu (b);substifutecl"is" for' "was"·preceding "required", 
amended the N.J.S.A. _ reference, an,d substituted _ "exempt status" for -
''exemption" · 

Case Notes 
Dental service corporation, though entitled to exemption from sales 

tax, was not tax exempt until it actually applied for and was approved for 
that status; corporation not entitled to refund qf sales tax paid prior to its 
application. New Jersey ]Jental Service Plan, hie. v: Baldwin, 7 NJ.Tax 

· 421 (Tax Ct.1985), affirmed per curiain 8 N;J.Tax 335 (App.Div.1986). 

18:24-2.15 --Insufficiency of records 

(a) The records of a seller may be ·deemed incorrect or 
- insufficient if: -

1. An evaluation of the accoUiiting system discloses 
that the system does nofprovide adequate internal control 

-_ Supp .. 12-1-08 24-10 -
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procedures which assure the accuracy and completeness of 
the transactions recorded in the books and records, I , 

\ ) 
" / 2. The records are not maintained in accordance with 

the general outline of this chapter. 

0 

(b) If the records of a seller are determined to be incorrect 
or insufficient, the return(s) filed on the basis of the infor-
mation obtained from· such records may be deemed to be 
incorrect or insufficient and the Director may determine the 
amount of tax due the State by using any information avail-
able, whether from the seller's place of business or from any 
other source. 

R.1982 d.36, effective February 16, 19.82. 
See: 13 N.J.R. 75l(a), 14 N.J.R. 2l2(b). 
Amended by R.2008 d.356, effective December I, 2008. 
See: 40 N.J.R. I 777(a), 40 N.J.R. 6832(a). 

Substituted "seller" for "vem;lor" throughout; and in (b ), substituted 
"Director" for "director" and "seller's" for "vendor's". 

18:24-2.16 Admission records and information; 
promoter registration 

(a) Every person who contracts, agrees to or otherwise 
arranges to hold, produce or sponsor an event, entertainment, 
or amusement the admission to which is subject to tax under 
N.J.S.A. 54:32B-3(e) of the Sales and Use Tax Act is deemed 
to be a promoter and a person required to collect sales tax and 
shall, within three days after commencing business, file with 
the Division of Revenue an application for registration (NJ-
REG) for New Jersey sales tax purposes. When registration is 
granted, it will be for an indefinite period; However, the 
applicant must notify the Division of Taxation of any change 
of address, ownership, and business activity. 

(b) Every person required to collect sales tax shall collect 
the tax on receipts from sales of taxable . admissions for 
events, entertainments, or alllusements to be held in New 
Jersey, including exempt organizations described in N.J.S.A. 
54:32B-9 of the Sales and Use Tax Act. If the customer is 
given a ticket or other evidence of a right to admission which 
states the price of the admission, there must be a separate 

, statement thereon of the saJes tax imposed and collected with 
respect to the sale of the admission for remittance to the 
Division of Taxation. 

(c) Any person who sells admission tickets or collects ad-
mission charges for a promoter is considered the recipient of 
amusement charges and is al so a person required to register 
and collect and remit sales tax; provided, however, that the 
sales tax collected may be turned over to and remitted to the 
Division of Tax:ation by . the promoter for whom the ad-
missions were sold if all the following requirements are met: 

1. The ticket sales aget).t is acting unqer a written agree-
ment with . the promoter which accounts for the sales tax 
and provides for the tax collected to be remitted by the 
promoter; 

2. The promoter provides the ticket sales agent with a 
copy of its New Jersey Certificate of Authority; 

18:24-3.2 

3. · The ticket sales agent has no reason to believe the 
sales tax will not be remitted by the promoter; 

4. The ticket sales agent maintains records showing the 
promoter's name, address, telephone number, a copy of the 
promoter's New Jersey Certificate of Authority, the num-
ber of tickets sold or admissions granted, gross receipts 
from admission ticket sales, sales tax collected for New 
Jersey, and such other information as the· Director may 
specify from time to time; and, 

5. The Division of Taxation has not instructed the 
ticket sales agent in writing to remit the tax collected· for 
that pr9moter directly to the State. 

(d) A person who sells admission tickets or collects ad-
mission charges for a promoter or who rents or leases space 
for an· event, amusement or entertainment the admission to 
which is subject to tax shall, upon request, furnish informa-
tion to the Division of Taxation concerning any such New 
Jersey events, entertainment or amusements and their pro-
moters. 

New Rule, R. I 992 d. I 40, effective March 16, 1992. 
See: 23 N.J.R. 3275(b), 24 N,J.R. 969(b). 
Amendel,l by R.2003 d.348, effective August 18, ioo3. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "Revenue" for "Taxation" and substituted "NJ-
REG" for "REG-I" in the first sentence. 

SUBCHAPTER 3. HOTEL ROOM OCCUPANCY 
SUBJECT TO SALES TAX 

18:24-3.1 Scope of the subchapter 

This subchapter is intended to clarify the application of the 
Sales and Use Tax Act (N.J.S.A. 54:32B-1 et seq.) to the sale 
ofhotel room occupancies. 

New R1,de, R.2012 d.062, effective March 19, 2012. 
See: 43 N.J.R. 1587(a), 44 N.J.R. 924(c). 

Former N.J.A.C. 18:24~3.l, Truces on hotel room occupancy, recodi-
fied to N.J.A.c; 18:24-3.3. 

18:24-3.2 Definitions 

The following words and terms, when used in this· subchap-
ter, shall have the following meanings, Qnless the context 
clearly indicates otherwise: 

"Hotel" means a building or portion thereof, which is regu-
larly used and kept open as such for the lodging of guests. 

"Occupancy" means the use or. possession or the right to 
the use or possession, of any room in a hotel. · 

"Occupant" means a person who, for a consideration, uses, 
possesses or has the right to use or possess, any room in a 
hotel under any lease, concession, permit, right of access, 
license to use or other agreement or otherwise. 

"Operator'' means any person operating a hotel. 

24-11 Supp. 3-19-12 
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r 
"Perma1,1ent resident" mea1,1s a1,1y Qccqpant of any roQm or 

rooms in a hotel for at least 90 consecutive days. 

"Place of assembly" mea1,1s a room or suite of rooms coll-
taining no · sleeping accommodations and intended to be 
occupied and used· by persons fQr purposes other than as 
sleeping and living quarters. 

"Rc;,om" means any room or rooms of any kind in any part 
or p9rtio11 of a hotel, whic}J. is available for or let out for any 
purpose other than place of assembly. 

· ''Unit" mea1,1s any porticm of a building which is, or may 
be, rented or leased separately to any individual or family. 

Amended by R.2008 d.356, effective Pecember 1, 2008. 
See: 40 N.J.R 1777(1:t), 40 N.J.R. 6832(a). 

In the introductory paragraph, substit1ited "~ubcltapter" for "Subchap-
ter"; in the introductory paragraph of definition "Hotel", inserted a 
comma following "thereof' and "limited to" and inserted "and related 
services"; and in paragraph 1, inserted "bed and breakfast,''. 
Petition for Rulemalcing. 
See: 42 N.J.R. 92(a). 
Anlended by R.2012 d.062, effective March 19, 2012. 
~ee: 43 N.J.R. 1587(a), 44 N.J.R. 924(c). 
· Rewrote definition "Hotel"; and added definitions "Occupancy", 

"Qccupant", "Operator''; "Permanent resident", "Place of assembly" and 
''Room". · 

18:24-:-3,3 Taxes on hotel room ()ccupancy 

(a) The rent for every· occupancy of a room or rooms in a, 
hotel is subject to sales tax, except that the tax is 11ot imposed 
upon: 

1. A permanent reside11t who is in residence for at least 
90 consecutive days; 

2. An exempt organizatioll, which qualifies for exemp-
tion pursua1,1t to N.J.S.A. 54:32B-9 and holds and presents 
a valid Exempt Organization<;:ertificate {Form ST-5); or 

3. A govemment entity, agency or instniml')ntality ex-
empt pursuant to N.J.S.A 54:32B-9, 

A.mem:led by R.200Jd.348, effective Augqst 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J,R, 3848(a). 

In (a)l, substituted "is" for "sltall be". 
Recodified from N.J,A.C, 18:24-3.1 and amended by R,2012 d.062, 

effective Ml:lfch 19, 2012. 
See: 43 NJ.R. 1S87(a), 44 N.J.R. 924(c). 

ln the introductory para$fll.ph of (a), deleted", as defined in N.J.A.C. 
18:24-3.2," following "hotel"; in (a)l, deleted "or'' from the end; 
rewrote (a)2; and added (a)3. former N.J.A.C. 18:24-3.3, Guest house, 
recodified to N.J.A.C. 18:24-3.7. 

18:24-3.4 Hotels 

(a) Hotels are regularly kept open for the purpose of fur,. 
nisbing sleeping accommoda,tions and related services for pay 
to tourists, tra,nsients or travelers. The relationship between 
the operator of the establishment and the occµpant is that of· 
an innkeeper · and g1,1est, not tha,t of a landlord.· and tenant, 
although the siglling of a, lea,se ca.nn.ot overcome the operation 
of a facility as a hotel. Examples of a hotel include, but are 
not limited to, the following: 

TREASURY..,..;..TAXA TION 

1. An apartment hotel, bed and breakfast, motel anti 
inn; 

2. A boarding house or rooming house containing eight 
or more units; 

3, A condotel {for example, a building used as both a 
condominium and a hotel); and 

4. Any other building· or group of buUdings in which 
sleeping accommodations are normally available to the 
public on a transient basis. 
{b) The manner in which a hotel is owned has no effect on 

the sales tax treatment of its rentals. 

{ c) A hotel may operate. on a seasonal basis. 

{d) Services customarily provided by hotels include: maid 
service, linen service, room service,. safe storage and con-
cierge services. 

(e) · Hotels are typically maintained by onsite management. 

New Rule, R.2012 d.062, effective March 19, 2012. 
See: 43 N.J.ll. 1587(a), 44 N.J,R. 924(c). 

18:24 .. 3.5 Facilities other tha.n hQtels 

{a) The following are examples of facilities that are not 
subject to the · tax imposed on rent received for. hotel occu-
pancy: 

1. Places ofassembly; 
:z. Health,care a1,1(! similar facilities {that is, a nursing 

home, assisted living community, rehabilitation center, 
etc); · 

3. Summer camps and other overnight camps for chil-
dren; 

4. Campsites available for trailers, recreational vehicles 
or tent camping; 

5. College dormitories a1,1d other student"housing facil" 
ities; and 

6. Furnished or unfurnished private residential property 
{that is, condominiums, bungalows, single-family homes 
and similar living units), where no maid service, room 
service, linen service or other common hotel services are 
made available by the lessor and where the keys to the 
property are provided to the lessee at the location of a,i 
offsite real estate brpker. The furnishing of linens without 
the service of changing the linens does not alter the 
nontaxable natµre of the facility. 

(b) Hotels do not typically engf!,ge the services of real es-
tate brokers, as defined by N.J.S.A. 45:15-3, to solicit or sell 
occupancies. 

· New Ri,ile, R.2012 d.062, effective March 19, 2012. 
See: 43 N.J.R. 1587(a), 44 N.J.R. 924(c). 

Next Page is 24-12.1 
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18:24-3.6 Permanent residents . . 

(a) Any occupant c;,f any rqom Qr rooms iil a hotel for.at 
least 90 CQnsecutive clays is considered a permanent resident 
with regard tQ the period of such occupancy. There is no tax 
on the rent fQr occqpancy of a hotel room by a permajlent 
resident. A ho~l <>perator n11ist colle~ the tax from· an o(icu-
pant until the occupancy reaches 90 consecutive days. When 
continuous occµpancy ha.s reached 90 days, the sales ta.x is no 
longer imposed and the tax previously colle~d is refundable 
to the occupant. If the t~ is not refiJ.ncled·to the occupant by 
the hotel operator, the occupant may apply directly to; the 
Division of Taxation for a refu.tid. (See N.J,A.C, 18:2-5, Re-
funds, for general information concerning refund·cliµms.) 

(b) If an upfront rental agreement exists betweeµ the par-
ties for a renqll c,lurati9n of 90 days or more, sales tax is not 
required to be charge(! by the hotel operator on the rental. If 
the occupant vacate.s the hotel in le!;ls thaJi 90 d&ys, tax is due 
on the full rental stay. · 

( c) A business can be deemed a pennanent resident when 
it contracts for a room for use by an employee, customer, 
client or other authorized persons, as long as the durati<>n 
meets the 90-day threshold. The c<>ntr-acting busip.ess can 
· maintain its permanent resident status even where the ·.ro<>m or 
r9oms are not occupied by the same party thro1,1ghout the 
rental period. · · · 

( d) The change -of rooms within the same hotel does not 
alter a person's or business's status as a permanent resident 
nor interrupt the number of consecutive ·· days necessary in 

. order to establish permanent residency. 

(e) A permanent resident who transfers :from <>ne hotel to 
another h<>tel, whether or nQt the hotels run. by the same 

·. operator; loses permanet1t-resident statµs. • The occupant does 
not continue as a penJ1anent resident at the second establish-
ment until meeting the required 90-d~y requirement. 
New Rule, R.2012 d.062, effective March 19, 2012. ·. ·. 
See: 43 N.J.R, 1587(a), 44 N;J.R. 924(c;:) .. 

18:24-3.7 G,est house 
A boarding or rooming house containing fewer than eight 

units must be registered and colle<;t a,id remit sales; tax on 
taxable occupancies a~ a hotel unless it is held out by the 
operator and kept open for th!;' residence of permanent board-
ers or lodgers. A pennanent boarder Qr lodger is ·any person 
who occupies or has the right to occupy a room or rooms in 
the house for at least 90 consecutive days. 

Repeal a,nd New Rule, R. 1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c::). 

Section was "Effec::tive date tlUC pQyable'.'. · . 
Recodified from N.J.A.C.18:24,3.3 by R,.Z012 d.062, effeQtive March 

l9,2012'. . . 
See: 43 N,J.R. 1587(a), 44N.J.R. 924(c::), 

. SUBCHAPTER 4. MANUFACTURING, PROCESSING, 
ASSEMBLING ANO REFINING .INDUSTRIES 

18:24-4~1 Scope of subchapter 

(a) This subchapter is intended to clarify the applwation of 
the Sales and Use Tax Act (NJ.S.A. 54:32a.1 et seq.) to: 

L Manufacturing, processing, assembling and refining 
industries; and 

2. Services perforroed on real or tangible personal 
property. 

As amendec;I, R.1977 d.365, effec;:tive September 30, 1977. 
See: 9 NJ,R. 445(a), 9 N.J:R: 544(a). 

18:24-4.i Definitions 
The following words and t¢nns, when used in this sub-

chapter, shall have the followiµg meanings unless the context 
clearly indicaws otherwise: · 

·. . . . . . . 

"Assembling'' means the collecting or gathering together c;f 
tile parts of a product, and placing them in their proper 
relation to each Qther. · . . . 

. "Machinery, apparatus, or equipment" means any complex, 
mechapical, electricai or electronic device,. mechanism or 
instrument which is adapted to the accomplishnieqt of· a 
production process, a11d which is designed to be u.sed, and is 
used, in manufacturmg,·· converting, processing, fabricating, 
assembling, or refining tangible personal property for. sale; 

' . . . . . . 

"Manufacturing or processing'' means the perfon;nance .of 
an operation or series of operations, the object of which is to 
place items of tangible . personal property in a form, com• 
position, or character different :from thilt in which they were 
acquired. The change ·ill form., composition, or ¢haracter must 
be a substantiatchange, and it must result in a transformation 
of property ·mto a· different ·or. substantially_ m9re_· usable 
product .. · · · 

"Motor vehicle" me~s . all veWcles propell~d otherwise 
than by muscular power ( eiceptiitg such vehicles as 11.ijl. 9nly 
upon rails · or tracks), trailers, semitrailer, house trailers, or 
any other type· of vehMe drawn by a mQtor-•driven · vehicle, 
and motorcycles, designed for operation on the public high-
ways. 

"Part" means an it~m used a replae~ent for any portion 
of a machine and which is attached or affixed to the machine 
of which it i$. a part pei:man~ntly Qi' during periods -of use. A 
part cannot accomplislt the work for whith it was designed 
independent of the machine of which· it is intended to be a 
component. 

"Refining'' means th~ making fine or pure, or partially :free 
from extraneous pr undesirable matter. 
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"Supplies" means· items of tangible personal pr9perty used 
in. the ·maintenance of a buildi11g, work area, or machinery, 
apparatus, and equipment, and may include items of tangible 
personal property consumed or used in production whose uses 

inqidental to · suqh production .. Supplies in~lude, but are 
not limited to, such items as lubricants, cleaning · materials, 
boiler compounds and li~t bulbs. 

"Tool" means a hand-held and manually operated work 
instrument wh!ch is . simple in design and used in the per-
formance ofsiin,ple work functions. 

"Year1' means a standard calendar year of 12 months. 

Law Review and Jou111al ColJ)mentaries 
Tax Law. Robert J. Alter, Jay Soled, 135 N,J.l..J. S53 (1993). 

TREASURY~TAXATION 

Cas~Notes 
Manufacturing tax exemption applied to equipment used to produce 

property which is used to pro<Juce other property sold to consumers. GE 
Solid State, Inc. v. Director, Div. of Taxation, 132 NJ. 298, (>25 A.2d 

. 468 (1993). . . . 

Interpretati911 of manufacturing exemption to sales and u:,;e tax was 
not manifestly unreasonable. GE Solid State, Inc. v. Director, Div. of 
Ta)'ation, 11 NJ.Tax 320 (1990), atlirmed 254 NJ.Super. 653,604 A.2d 
189, certification granted 130 NJ, 394, 614 A,2d 617, reversed 132 NJ. 
298, 625 A.2d 468. 

Receipts from purchase of photomask machinery by manufacturer of 
integrated circuits did not qualify for exemption from sales or use tax. 
GE Solid State, Inc. v. Director, Div. of Taxation, II NJ.Tax 320 
(1990), affirmed 254 N.J.Super. 653,604 A.2d 189, <;ertification granted 
130N.J.394, 614 A.2d 617, reversed 132 N.J. 298,625 A.2d 468, 
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Integrated circuits and chips manufacturer's purchase of photomask 
machinery was not exempt from use tax. GE Solid State, Inc. v. 
Director, Div. of Taxation, 254 NJ.Super. 653, 604 A.2d 189 
(A.D.1992), certification granted 130 N.J. 394, 614 A.2d 617, reversed 
132 N.J. 298, 625 A.2d 468. 

Commercial photographer was collaterally estopped from challenging 
assessments on purchase and use of film. Blair v. Taxation Div. 
Director, 225 N.J.Super. 584, 543 A.2d 99 (A.D.1988), certification 
denied 113 N.J. 349, 550 A.2d 460. 

Statute exempting from retail sales taxation sales of catalysts used to 
cause refining or chemical process held not to apply to manufacturer's 
sale of grinding balls, found not to be catalysts; regardless of catalyst 
status, grinding balls would not be exempt because they were not used to 
induce or cause a refining or chemical process. Grinding Balls, Inc. v. 
Director, Div. of Taxation, 1 N.J.Tax 514, 176 NJ.Super. 620,424 A.2d 
470. 

Sales of dynamite to stone quarries for use in producing stone as an 
end product in blasting of quarry held exempt from sales tax; definition 
of refining. Romac Explosives, Inc. v. Director, Div. of Taxation, 125 
N.J.Super. 154, 309 A.2d 465 (App.Div.1973), affirmed per curiam 64 
N.J. 551,319 A.2d 65 (1974). 

Plaintiffs direct mailing services performed in state, including sort-
tie-bag services on mail to out-of-state addresses, held subject to sales 
and use tax; manufacturing or processing definition ( citing fonner 
N.J.A.C. 18:24-25). Fisher-Stevens, Inc. v. Director, Div. of Taxation, 
121 NJ.Super. 513,298 A.2d 77 (App.Div.1972), certification denied. 

Floating docks and finger piers were not "machinery, apparatus or 
equipment." Taylor v. Lower Tp., 13 N.J.Tax 371 (1993). 

Floating docks and finger piers were not "used or held for use in 
business". Taylor v. Lower Tp., 13 NJ.Tax 371 (1993). 

Gauges and electrical control systems taxable as real property if 
functionally essential to special purpose property. Texas Eastern Trans-
mission Corp. v. Department of Treasury Div. of Taxation, 11 NJ.Tax 
198 (1990). 

Personal property ordinarily intended to be affixed permanently to 
real property is taxable as real property. Texas Eastern Transmission 
Corp. v. Department of Treasury Div. of Taxation, 11 N.J.Tax 198 
(1990). 

"Functionally essential", for purposes of business personal property 
tax regulation, referred to support of special purpose property. Texas 
Eastern Transmission Corp. v. Department of Treasury Div. of Taxation, 
11 N.J.Tax 198 (1990). 

Property permanently affixed to natural gas pipe was exempt from 
business personal property tax. Texas Eastern Transmission Corp. v. 
Department of Treasury Div. of Taxation, 11 N.J.Tax 198 (1990). 

Applicable use tax for donations of books to charity calculated at the 
price such property is offered for sale by taxpayer. McGraw-Hill, Inc. v. 
State, Dept. of Treasury, Div. of Taxation, 9 N.J.Tax 372 (1987). 

Purchases of parts for silk screens exempt from sales tax. Panta Astor, 
Inc. v. Taxation Div. Director, 8 N.J.Tax 464 (1986). 

For purposes of sales tax exemption, "machinery, apparatus or 
equipment" include parts of unit which perform required function. Panta 
Astor, Inc. v. Taxation Div. Director, 8 N.J.Tax 464 (1986). 

Taxpayer's procedure by which new designs were placed on printing 
rollers constituted a service subject to sales tax; purchaser of parts for 
silk screens used in wall covering production held exempt from sales 
tax. Panta Astor, Inc. v. Taxation Div. Director, 8 N.J.Tax 464 (Tax 
Ct.1986). 

18:24-4.3 

Wire used solely for manufacture of tin cans was taxable on purchase. 
Phelps Dodge Industries, Inc. v. Director, Div. of Taxation, 8 N.J.Tax 
354 (1986). 

Copper wire which prevented tin buildup on electrodes during 
manufacture of tin cans was not exempt from sales and use tax. Phelps 
Dodge Industries, Inc. v. Director, Div. of Taxation, 8 N.J.Tax 354 
(1986). 

Use of copper wire in the manufacturing of tin cans held not a 
refining or chemical process which would render purchases of the wire 
exempt from the sales and use tax. Phelps Dodge Industries, Inc. v. 
Director, Div. of Taxation, 8 N.J.Tax 354 (Tax Ct.1986). 

Purchase of color film by taxpayer engaged in business of taking, 
processing and selling photographs of new born infants did not fall 
within either the chemicals and catalysts exemption, the machinery 
apparatus or equipment exemption or the conversion exemption to the 
sales and use tax. Hospital Portrait Service Co. v. Taxation Div. 
Director, 6 NJ.Tax 305 (Tax Ct.1983), affirmed per curiam 7 NJ.Tax 
431 (App.Div.1984), certification denied 101 N.J. 235, 501 A.2d 912 
(1985). 

Materials used by foundry operator to produce a mold or core held not 
exempt from sales tax as not used to induce or cause a refining or 
chemical process. Kalpin v. Taxation Div. Director, 5 N.J.Tax 172 (Tax 
Ct.1983), affirmed per curiam 6 N.J.Tax 258 (App.Div.1984). 

Loaders used to place rock in trucks and trucks used to transport stone 
from quarry face to crusher held exempt from taxation under statute 
exempting from sales tax equipment used in refining tangible personal 
property for sale. Millington Quarry, Inc. v. Taxation Div. Director, 5 
N.J.Tax 144 (Tax Ct.1983). 

Chemicals used by milk processor to clean milk lines, fillers and tanks 
held not exempt from sales tax as used in a chemical or refining process, 
because the sanitizing operation was separate from the processing and 
did not produce a finished product (no citation---decided on statutory 
grounds). Tuscan Dairy Farms, Inc. v. Director, Div. of Taxation, 4 
N.J.Tax 92 (Tax Ct.1982). 

Cloth filter pads used in manufacture of cellulose acetate film and 
sheets fell within the meaning of the phrase "materials, such as 
chemicals and catalysts" within the statute exempting from sales tax 
such materials "used to induce or cause a refining or chemical process", 
where pads are used to remove impurities from chemical solution. Xcel 
Corp. v. Director, Div. of Taxation, 4 N.J.Tax 85 (Tax Ct.1982), 
affirmed per curiam 5 NJ.Tax 480 (App.Div.1982). 

18:24-4.3 Tax on purchase or use of certain items 

(a) The purchase or use of the following items is subject to 
tax, unless otherwise specifically exempted, notwithstanding 
any use or intended use in production. 

1. Supplies; 

2. Tools; 

3. Motor vehicles; 

4. Parts with a useful life of one year or less. In 
determining whether a part has a useful life of one year or 
less, the purchaser's own treatment of the item for ac-
counting purposes should be taken into consideration. In 
addition, the term "year" as used in this rule shall mean a 
standard calendar year of 12 months; and 

5. Natural gas distributed through a pipeline, electric-
ity, and utility service. 
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Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a), added 5. 

Case Notes 
Purchase of color film by taxpayer engaged in business of taking, 

processing and selling photographs of new born infants did not fall 
within either the chemicals and catalysts exemption, the machinery 
apparatus or equipment exemption or the conversion exemption to the 
sales and use tax. Hospital Portrait Service Co. v. Taxation Div. 
Director, 6 N.J.Tax 305 (Tax Ct.1983), affirmed per curiam 7 N.J.Tax 
431 (App.Div.1984), certification denied 101 N.J. 235, 501 A.2d 912 
(1985). 

18:24-4.4 Purchase, rental, lease or use of machinery, 
apparatus or equipment directly in 
production exempt from tax 

(a) The purchase, rental, lease or use of machinery, ap-
paratus or equipment for use or consumption directly and 
primarily in the production of tangible personal property by 
manufacturing, processing, assembling or refining is exempt 
from tax on or after January 1, 1978. 

(b) Production is limited to those operations commencing 
with the introduction of raw materials into a systematic series 
of manufacturing, processing, assembling, or refining oper-
ations, and ceases when the product is in the form in which it 
will be sold to the ultimate consumer, and does not include 
any activities which are distributive in nature. For example, a 
machine which packs a product into shipping cases after the 
product is in the form in which it will be purchased by the 
ultimate consumer is not considered to be used in production. 

(c) Machinery, apparatus, or equipment is considered to be 
directly used in production only when it is used to initiate, 
sustain or terminate the transformation of raw materials into 
finished products. In determining whether property consisting 
of machinery, apparatus or equipment is "directly" used, 
consideration must be given to the following factors: 

I. The physical proximity of the property in question to 
the production process in which it is used: 

2. The proximity of the time of use of the property in 
question to the time of use of other property used before 
and after it in the production process; and, 

3. The active causal relationship between the use of the 
property in question and the production of a product. The 
fact that particular property may be considered essential to 
the conduct of manufacturing, processing, assembling or 
refining because its use is required either by law or prac-
tical necessity does not, of itself, mean that the property is 
used directly in manufacturing, processing, assembling or 
refining. For example, property used to prevent accidents, 
which may be required by law, is not considered directly 
used. 

(d) Concerning primary use, where a single unit of ma-
chinery, apparatus or equipment is put to use in two different 
activities, one of which is a "direct use" and the other of 
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which is not, the property is not exempt from tax unless the 
manufacturer, processor, assembler or refiner makes use of 
the property more than 50 percent of the time directly in 
manufacturing, processing, assembling or refining operations, 
except in those cases where such machinery, apparatus or 
equipment is rented, leased, or used by persons other than the 
purchaser. 

I. For example: 

i. A manufacturer purchases a machine for self-use 
in two activities, one of which is a direct use in a 
manufacturing operation and the other use is distributive 
in nature. Sixty percent of the time the machine is used 
in production and 40 percent of the time it is used in a 
loading activity. Since the machine will be used directly 
in production over 5 0 percent of the time, it qualifies for 
exemption. 

ii. Same facts as in example i, except that 30 per-
cent of the time the machine is used in production and 
70 percent of the time it is used in a loading activity. The 
machine is taxable as it is not used directly in production 
over 50 percent of the time. 

iii. A manufacturer purchases a machine for self-use 
10 hours a week. The machine is rented or leased for 30 
hours a week. The rental or lease of a machine is not 
deemed a self-use activity. Therefore, where the manu-
facturer uses the machine for more than five hours a 
week directly in production, it is used over 50 percent of 
the time for purposes of qualifying for exemption. 
Where the machine is used five hours or less directly in 
production, the purchase of it does not qualify for ex-
emption and the purchase of the machine is taxable. 

iv. The lessee of the machine under example iii 
above uses the machine directly in production for more 
than 15 hours a week. Since the machine is used more 
than 50 percent of the time directly in production, the 
rental or lease charges are not subject to tax. If the 
machine is used for 15 hours a week or less directly in 
production, it does not qualify for exemption and the 
rental or lease charges are subject to tax. 

( e) The exemption applies to industrial owners, mechan-
ical contractors and their suppliers where an industrial owner 
awards a contract to a mechanical contractor to install 
manufacturing machinery, apparatus or equipment, to be used 
by the owner to produce tangible personal property for sale. 
The installation may be made in a new or existing industrial 
plant of the owner designed for or currently used for the 
manufacture of tangible personal property. For example: 

1. Under the above facts where the installation of 
machinery, apparatus or equipment results in an exempt 
capital improvement to real property, the labor charges for 
installation are exempt from tax. In determining whether 
the installation of machinery, apparatus or equipment re-
sults in an exempt capital improvement, such property 
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must be annexed to a structure to carry out the purposes for 
which the structure was erected or designed or to which it 
has been adapted, with the intention to remain there 
permanently, and the removal thereof will result in material 
injury and does not constitute a taxable capital improve-
ment under N.J.A.C. 18:24-5.6. The installation would 
result in a capital improvement when such improvement 
results in an increase in the capital value or in a significant 
increase in the useful life of the real property. Where the 
installed machinery, apparatus or equipment retains its 
character as personal property and has not resulted in a 
capital improvement to real property, the labor charges for 
installation are subject to tax. 

2. Under the facts above where the installation upon 
completion results in a capital improvement, the owner 
should issue to the contractor two certificates: 

i. ST-8, Exempt Capital Improvement Certificate, 
to evidence that the job qualifies as a capital improve-
ment, exempting his or her construction labor from tax; 
and 

ii. ST-4, Exempt Use Certificate, to evidence that 
the machinery, apparatus or equipment installed qual-
ifies for exemption in manufacturing, processing, assem-
bling, or refining activity. 

3. In the above examples to obtain the exemption of 
machinery, apparatus or equipment from tax the contractor 
must furnish his or her supplier with an ST-4, Exempt Use 
Certificate, properly identifying the job, with a copy of the 
owner's ST-4 attached. 

4. Under the above facts, the lease or rental of equip-
ment or vehicles for use on the job of the mechanical con-
tractor is not exempt from tax. 

5. Under the above facts, only machinery, apparatus or 
equipment used directly and primarily in the production of 
tangible personal property for sale by manufacturing, 
processing, assembling, or refining is exempt. Items that 
may qualify for exemption include, vessels, pumps, mixers, 
pipe valves, and fittings. Other materials used by the me-
chanical contractor for the installation are not exempt from 
tax. 

6. When subcontractors are involved, the mechanical 
contractor should treat such subcontractors in the same 
manner as in dealing with his or her suppliers, so far as the 
classification of the job as a capital improvement and an 
exempt use is concerned. The use of the ST-8 and ST-4 
exemption certificates to evidence these classifications is 
also the same. 

7. In addition to the above facts, the mechanical con-
tractor also contracts to install heating, ventilating and air 
conditioning, which when installed will constitute an 
addition or capital improvement to real property. The sale 
to the installing contractor of tangible personal property 
from his or her supplier is a retail sale subject to tax to be 

18:24-4.4 

paid by the contractor either to his or her supplier or 
directly to the Division of Taxation. The contractor should 
be furnished an ST-8, Exempt Capital Improvement Cer-
tificate, by the owner of the real property for the purpose of 
exempting installation charges from tax. 

8. Under the above facts, piping, such as air, gas, 
water, steam, and condensate, is designed for use in both 
the manufacturing process and incidentally in heating the 
building. The key to this example is the word "inciden-
tally." If the system is used "directly and primarily" for the 
production of tangible personal property, and only inciden-
tally to aid the building environment housing the machin-
ery, apparatus or equipment, the exemption will apply to 
property purchased. For installation charges, see ( e) 1 
above. 

Amended by R.1973 d.139, effective May 30, 1973. 
See: 5 N.J.R. 246(b). 
Amended by R.1977 d.365, effective September 30, 1977. 
See: 9 N.J.R. 445(a), 9 N.J.R. 544(a). 
Amended by R.1979 d.89, effective March 8, 1979. 
See: 11 N.J.R. 103(a), 11 N.J.R. 210(d). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Deleted former ( e) and (f); recodified former (g) as ( e) and rewrote 
the introductory paragraph, deleted former 1, and recodified former 2 
through 9 as 1 through 8. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (e)l, substituted "an exempt" for "a" twice and "resulted in" for 
"qualified as", and inserted "and does not constitute a taxable capital 
improvement under N.J.A.C. 18:24-5.6"; in (e)2i, inserted "Exempt", 
"or her" and "and"; in (e)3, inserted "or her" and inserted a comma 
following "job"; in (e)4, inserted a comma following "facts", inserted 
"lease or" and deleted the former last three sentences; in (e)5, inserted a 
comma following "facts" and substituted "that" for "which"; in (e)6, 
substituted "When" for "Where" and "exemption certificates" for 
"Exemption Certificates", inserted "or her" and a inserted a comma 
following "suppliers"; in (e)7, inserted a comma following "facts" and 
"air conditioning", inserted "or her" twice and inserted "Exempt"; and in 
( e )8, substituted "facts, piping," for "facts piping". 

Law Review and Journal Commentaries 
Taxes. Steven P. Bann, 134 N.J.L.J. No. 7, 49 (1993). 

Case Notes 
Manufacturing tax exemption applied to equipment used to produce 

property which is used to produce other property sold to consumers. GE 
Solid State, Inc. v. Director, Div. of Taxation, 132 N.J. 298, 625 A.2d 
468 (1993). 

Integrated circuits and chips manufacturer's purchase of photomask 
machinery was not exempt from use tax. GE Solid State, Inc. v. 
Director, Div. of Taxation, 254 N.J.Super. 653, 604 A.2d 189 
(A.D.1992), certification granted 130 N.J. 394, 614 A.2d 617, reversed 
132 N.J. 298, 625 A.2d 468. 

Receipts from purchase of photomask machinery by manufacturer of 
integrated circuits did not qualify for exemption from sales or use tax. 
GE Solid State, Inc. v. Director, Div. of Taxation, 11 NJ.Tax 320 
(1990), affirmed 254 N.J.Super. 653, 604 A.2d 189, certification granted 
130 N.J. 394, 614 A.2d 617, reversed 132 N.J .. 298, 625 A.2d 468. 

Interpretation of manufacturing exemption to sales and use tax was 
not manifestly unreasonable. GE Solid State, Inc. v. Director, Div. of 
Taxation, 11 N.J.Tax 320 (1990), affirmed 254 NJ.Super. 653, 604 A.2d 
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189, certification granted 130 N.J. 394,614 A.2d 617, reversed 132 N.J. 
298, 625 A.2d 468. 

Photoplates used in photomask operation were not exempt from sales 
and use tax. GE Solid State, Inc. v. Director, Div. of Taxation, 11 
N.J.Tax 320 (1990), affirmed 254 NJ.Super. 653, 604 A.2d 189, 
certification granted 130 N.J. 394, 614 A.2d 617, reversed 132 N.J. 298, 
625 A.2d 468. 

Test as to whether photoplates used in photomask operation were 
exempt, as raw materials, from sales and use tax focused on whether 
machinery was used during manufacturing period. GE Solid State, Inc. 
v. Director, Div. of Taxation, 11 NJ.Tax 320 (1990), affirmed 254 
NJ.Super, 653, 604 A.2d 189, certification granted 130 N.J. 394, 614 
A.2d 617, reversed 132 N.J. 298, 625 A.2d 468. 

Photomask machinery was not subject to manufacturing exemption to 
sales and use tax. GE Solid State, Inc. v. Director, Div. of Taxation, 11 
N.J.Tax 320 (1990), affirmed 254 NJ.Super. 653, 604 A.2d 189, 
certification granted 130 N.J. 394, 614 A.2d 617, reversed 132 N.J. 298, 
625 A.2d 468. 

Photomasks used solely to produce other photomasks did not qualify 
for manufacturing exemption from sales and use tax. GE Solid State, 
Inc. v. Director, Div. of Taxation, 11 NJ.Tax 320 (1990), affirmed 254 
N.J.Super. 653, 604 A.2d 189, certification granted 130 NJ. 394, 614 
A.2d 617, reversed 132 NJ. 298, 625 A.2d 468. 

Weight given to factors in determining whether purchases of 
photomask machinery was exempt from sales and use tax was neither 
arbitrary nor unreasonable. GE Solid State, Inc. v. Director, Div. of 
Taxation, 11 N.J.Tax 320 (1990), affirmed 254 N.J.Super. 653, 604 A.2d 
189, certification granted 130 N.J. 394, 614 A.2d 617, reversed 132 N.J. 
298, 625 A.2d 468. 

Catalyst exemption to sales and use tax requires use of chemicals to 
induce process in manufacture of tangible personal property. Blair v. 
Taxation Div. Director, 9 N.J.Tax 345 (1987), affinned 225 NJ.Super. 
584, 543 A.2d 99, certification denied 113 N.J. 349, 550 A.2d 460. 

Film used in photography ofnewbom infants at hospital not subject to 
manufacturing exemption to sales and use tax. Blair v. Taxation Div. 
Director, 9 N.J.Tax 345 (1987), affirmed 225 N.J.Super. 584, 543 A.2d 
99, certification denied 113 N.J. 349, 550 A.2d 460. 

Sale of business equipment necessary for bakery business held a bulk 
sale within the meaning of the Sales and Use Tax and Business Personal 
Property Tax Acts; equipment purchaser personally liable for seller's 
delinquent taxes due to purchaser's failure to notify Director at least 10 
days prior to taking possession of equipment. Bunting v. Director, Div. 
of Taxation, 1 NJ.Tax 189, 176 N.J.Super. 262, 422 A.2d 815 (Tax 
Ct.1980), certification denied. 

Taxpayer's lease of railroad tank cars to transport oil to its electrical 
generating plant held not exempt from sales and use tax. Atlantic City 
Electric Co. v. Taxation Div. Director, 7 N.J.Tax 554 (Tax Ct.1985). 

Loaders used to place rock in trucks and trucks to transport stone from 
quarry face to crusher held exempt from taxation under statute 
exempting from sales tax equipment used in refining tangible personal 
property for sale. Millington Quarry, Inc. v. Taxation Div. Director, 5 
N.J.Tax 144 (Tax Ct.1983). 

Only printing function of computer system comes within the intent of 
the sales tax exemption for the sale of equipment for use in the 
production of tangible personal property: since the majority of computer 
time was devoted to data processing, sale held not to come under 
exemption. Fisher-Stevens, Inc. v. Director, Div. of Taxation, 3 N.J.Tax 
559 (Tax Ct.1981). 
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18:24-4.5 Purchase or use of components and catalysts 
exempt from tax 

(a) The purchase or use of tangible personal property is 
exempt from tax when it is intended that the property be 
resold either: 

1. In the same form as when purchased or used; or 

2. As a component of a product produced for sale by 
the purchaser; or 

3. For use by the purchaser in performing taxable 
services, where the property so sold becomes a physical 
component of the property upon which the services are 
performed; or where the property so sold is later actually 
transferred to the purchaser of the service in conjunction 
with the performance of the taxable service. 

(b) The purchase or use of materials such as chemicals and 
catalysts which are used to induce or cause a refining or 
chemical process, where such materials are an integral or 
essential part of the processing operation, but do not become 
a component of the finished product is exempt from tax. 

Case Notes 
Copper wires were taxable on purchase if solely used to keep primary 

electrodes clean during manufacture of tin cans. Phelps Dodge 
Industries, Inc. v. Director, Div. of Taxation, 8 N.J.Tax 354 (1986). 

18:24-4.6 Services subject to tax 

(a) The following enumerated services, purchased or sold 
by any person engaged in manufacturing, processing, assem-
bling or refining, as defined in N.J.A.C. 18:24-4.2, not pur-
chased for resale, that is, not performed on property offered 
for sale by the purchaser, are subject to sales and use taxes, as 
well as services otherwise taxable: 

1. Producing, fabricating, processing, printing or im-
printing tangible personal property (with the exception of 
imprinting services performed upon machinery, apparatus, 
or equipment used directly and primarily in manufacturing, 
processing, assembling,· or refining), performed for a per-
son who directly or indirectly furnishes the tangible per-
sonal property, not purchased by him for resale, upon 
which such services are performed. 

2. Installing tangible personal property, except where 
such installation results in an exempt capital improvement 
to real property. In determining whether an installation of 
tangible personal property results in a capital improvement 
to real property, the following factors should be consid-
ered: 

i. Whether the improvement results in an increase 
in the capital value of the real property; 

ii. Whether the improvement results in a significant 
increase in the useful life of the property; and 

Supp. 12-1-08 24-16 



SALES AND USE TAX ACT 

iii. The treatment, for accounting purposes, of such 
improvements for Federal Internal Revenue purposes. 

3. Maintaining, servicing, or repairing real or tangible 
personal property, regardless of how such services are 
performed, and whether or not any tangible personal prop-
erty is transferred in conjunction with the performance of 
such services. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a)l, inserted "(with the exception of imprinting services performed 
upon machinery, apparatus, or equipment used directly and primarily in 
manufacturing, processing, assembling, or refining)" preceding ", 
performed for a person". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In the introductory paragraph of (a)2, substituted "an exempt" for "a"; 
and in (a)2ii, inserted "and" at the end. 

18:24-4.7 Services not subject to tax 

(a) The following services are not subject to tax: 

1. Services performed on a residential heating system 
unit serving not more than three families living indepen-
dently of each other and doing their cooking on the prem-
ises. 

2. Services performed involving only garbage removal 
or sewer services, performed on a regular contractual basis 
for a term of not less than 30 days. 

3. Services otherwise taxable under N.J.A.C. 18:24-4.6 
are not subject to the taxes imposed under the provisions of 
N.J.S.A. 54:32B-3(b)(l) and 54:32B-3(b)(2) where the 
tangible personal property upon which such services were 
performed is delivered to the purchaser outside this State 
for use outside this State. 

i. "Delivery outside this State" means the tangible 
personal property upon which the services have been 
performed has been delivered to a location outside of 
New Jersey by the person performing the services in the 
seller's vehicle or by common or contract carrier. 

ii. Delivery to a purchaser or to his or her rep-
resentative or designee in this State for immediate trans-
portation outside this State is subject to tax. Examples of 
the foregoing are: 

Example 1. A nonresident customer sends a New Jersey 
printer various forms upon which the customer's name and 
address are to be printed. The forms when completed are 
delivered by the printer in his truck to the customer outside of 
New Jersey. The printing services are not subject to tax; 

Example 2. A nonresident individual purchases lumber 
outside New Jersey and has a cabinetmaker in New Jersey 
construct a bookcase for him. The bookcase is delivered 
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outside New Jersey. The charges for the production service 
performed in New Jersey are not subject to tax in New Jersey; 

Example 3. Same facts as Example 2 above except that the 
individual picks up the finished bookcase in New Jersey 
himself. The charge for the service is subject to tax because 
the tangible personal property was delivered in New Jersey; 

Example 4. A nonresident individual brings his car into 
New Jersey for repair. Upon completion, delivery is made to 
him by the mechanic outside New Jersey. The charge for the 
service is not subject to tax, since the vehicle was delivered 
outside New Jersey; 

Example 5. Same facts as in Example 4 above except that 
the nonresident after the repairs are made picks up the vehicle 
in New Jersey and returns to his state of residence. Since 
delivery is made in New Jersey, the service is subject to tax. 

Amended by R.1977, d.365, effective September 30, 1977. 
See: 9 N.J.R. 445(a), 9 N.J.R. 544(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a)3i, substituted a reference to locations outside New Jersey for a 
reference to purchasers. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Rewrote the section. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In the introductory paragraph of (a)3, updated the N.J.A.C. reference; 
in (a)3i, substituted "seller's" for "vendor's"; and in (a)3ii, inserted "or 
her" and deleted Example 6. 

Case Notes 
Delivery of free perfume samples to common carrier for shipment 

outside state was exempt from use tax. Cosmair, Inc. v. Director, New 
Jersey Div. ofTaxation, 109 N.J. 562, 538 A.2d 788 (1988). 

18:24-4.8 Recordkeeping 

Any person engaged in the business including manu-
facturing, processing, assembling, or refining is required to 
maintain records in compliance with N.J.A.C. 18:24-2, Re-
tention of Records by sellers. 

Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Record keeping". Substituted "N.J.A.C. 18:24-2, Reten-
tion of Records by sellers" for "the rules set forth in subchapter 2 
(Retention of Records by Vendors) of this chapter". 

SUBCHAPTER 5. CONTRACTORS AND SERVICES 
PERFORMED ON REAL PROPERTY 

18:24-5.1 Scope of subchapter 

This subchapter is intended to clarify the application of the 
Sales and Use Tax Act (N.J.S.A. 54:32B-1 et seq.) to services 
performed on real property. 

24-17 Supp. 12-1-08 



18:24-5.1 

Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "services performed on real property" for "the building 
and construction trades and related activities". 

Case Notes 
Assessment of sales and use tax on sales involving the repair, 

maintenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer was a viable corporation for the years in question, rather than 
an agent for the contractor. Seaview Demolition & Rental Co., Inc. v. 
Director, Div. of Taxation, 4 N.J.Tax 541 (Tax Ct.1982), affirmed per 
curiam 6 N.J.Tax 254 (App.Div.1984). 

18:24-5.2 Definitions 

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the context 
clearly indicates otherwise. 

"Component materiais" means materials that become a 
physical component of items of tangible personal property 
produced by a fabricator/contractor for incorporation into real 
property. 

"Construction equipment" means any vehicle, machine, 
tool, implement or other device used by a contractor in 
erecting structures for others, or building on, or otherwise 
improving, altering, or repairing property of others, which 
does not become a physical component part of the property 
upon which work is performed, and which is not necessarily 
consumed in the performance of such work. Construction 
equipment includes, but is not limited to, grading, lifting and 
excavating vehicles, compressors, scaffolds, forms, hand 
tools and ladders. 

"Construction materials" means items of tangible personal · 
property purchased by a contractor for incorporation into 
property as a physical component part of such property. 

"Construction supplies" means items of tangible personal 
property consumed in the fulfillment of a construction con-
tract, which items do not become a physical component part 
of the property upon which work is performed. Supplies in-
clude, but are not limited to lubricants, cleaning compounds, 
polyethylene covers, rock salt and rope. 

"Contractor" means any individual, partnership, corpora-
tion or other commercial entity engaged in any business 
involving erecting structures for others, or building, or other-
wise improving, altering, or repairing real property of others. 
"Contractor" does not include the owner of the real property 
on which services are being performed. For example, a 
developer who owns the land on which construction or 
landscaping is taking place is not a contractor. 

"Exempt organization" means any agency, instrumentality, 
authority, or public corporation of the governments of the 
United States of America or the State of New Jersey or any 
political subdivision of the State of New Jersey; or any 
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organization which holds a valid exempt organization cer-
tificate issued pursuant to the provisions ofN.J.S.A. 54:32B-
9(b). 

"Fabricator" means any individual, partnership, corpora-
tion or other commercial entity engaged in any business 
involving manufacturing, processing or assembling property 
for sale which when installed ordinarily becomes a physical 
component part of real property. 

"Fabricator/contractor" means any individual, partnership, 
corporation, or other commercial entity engaged in any busi-
ness that functions as both a fabricator and a contractor. 

"Garbage" means contained trash and waste, including, but 
not limited to, construction debris, discarded recyclable 
materials, hazardous waste, general household trash, re~tau-
rant food waste, medical and veterinary waste, industrial 
waste, metal scraps, leaves, lawn clippings, twigs and brush. 

"Landscaping services" means services that result in a 
capital improvement to land, but not including construction, 
erection, alteration, improvement, repair, or maintenance of 
structures. "Landscaping services" include, for example, 
planting trees, laying sod, clearing and filling land in prep-
aration for new planting, removal of trees and stumps. 

"Materials" means items of tangible personal property. 

"Property owner" means the owner of real property on 
which contractors' services are performed. "Property owner'' 
includes a developer who owns the land and as used in this 
subchapter, "property owner" can also include a commercial 
tenant who engages the services of a contractor. 

"Real property, property, or land" means land and any 
structure or appurtenance affixed permanently thereto. 

"Tangible personal property" means personal property that 
can be seen, weighed, measured, felt, or touched, or that is in 
any other manner perceptible to the senses. "Tangible 
personal property" includes electricity, water, gas steam, and 
prewritten computer software, ·including prewritten computer 
software transmitted electronically. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Added "Component materials" and "Materials"; in "Exempt organiza-
tion", substituted "certificate" for ''permit" preceding "issued"; in 
"Tangible personal property", inserted the second sentence. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In definition "Contractor", inserted the last two sentences; added 
definitions "Fabricator/contractor", "Garbage", "Landscaping services" 
and "Property owner"; and rewrote definition "Tangible personal prop-
erty. 

Case Notes 
Taxpayer, which provided management services to hospital for food 

service and cleaning, was not acting as a contractor exempt from use tax, 
under statute exempting from use tax sales to contractors of materials 
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used in improving real property of certain tax-exempt organizations, 
when it purchased furniture to be used in hospital's employee dining 
room; taxpayer was not a 'contractor' as defined in regulation, furniture 
did not constitute construction materials or supplies, furniture did not 
constitute improvement, alteration or repair to hospital facility, and tax-
payer paid for purchase and received no reimbursement from hospital. 
21 N.J.Tax 24. 

Sales and Use Tax Act taxes the purchase of personal property and 
service for installing such property, unless installation constitutes an 
addition or capital improvement to real property; Act's use of "sales" in 
exempting certain public utility business transactions does not include 
installation services; definition of real property found in the Business 
Personal Property Tax Act held to be used in determining the nature of 
installation. Middlesex Water Co. v. Director, Division of Taxation, 3 
N.J.Tax 233, 181 N.J.Super. 38,437 A.2d 368 (Tax Ct.1981). 

Rentals paid by contractor for equipment used in performance of its 
contract with port authority held not exempt from taxation under Sales 
and Use Tax Act section exempting sales to contractors for the exclusive 
use in improving and altering real property· of the State or any of its 
agencies, instrumentalities, public authorities or public corporations. Mal 
Brothers Contracting Co. v. Director, Div. of Taxation, 124 N.J.Super. 
55, 304 A.2d 750 (App.Div.1973), certification denied 63 NJ. 554, 310 
A.2d 469 (1973). 

Dental service corporation, though entitled to exemption from sales 
tax, was not tax exempt until it actually applied for and was approved for 
that status; corporation not entitled to refund of sales tax paid prior to its 
application. New Jersey Dental Service Plan, Inc. v. Baldwin, 7 NJ.Tax 
421 (Tax Ct.1985), affirmed per curiam 8 NJ.Tax 335 (App.Div.1986). 

Assessment of sales and use tax on sales involving the repair, main-
tenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer was a viable corporation for the years in question, rather than 
an agent for the contractor. Seaview Demolition & Rental Co., Inc. v. 
Director, Div. of Taxation, 4 N.J.Tax 541 (Tax Ct.1982), affirmed per 
curiam 6 N.J.Tax 254 (App.Div.1984). 

18:24-5.3 Purchase of materials and supplies by 
contractors 

(a) For the purposes of sales and use tax, sales of materials 
and supplies to contractors for use by them in erecting 
structures· for others, or building on, or otherwise improving, 
altering, repairing or maintaining the real property of others, 
including performing landscaping services, are deemed to be 
retail sales. Examples of taxable purchases of materials and 
supplies are: grout by a home repair service provider; fer-
tilizer and pesticides by a lawn service, tree service or other 
landscaping service; pipes by a plumber; and lumber by a 
builder of new houses. 

(b) Except as hereinafter provided, contractors purchasing 
materials and supplies must pay the sales tax at the time of 
purchase. This subchapter does not apply where: 

1. The purchase of materials and supplies is made for 
exclusive use in the fulfilhnent of a contract to improve or 
repair the real property of an exempt organization de-
scribed in N.J.S.A. 54:32B-9(a) and 9(b) or a qualified 
business described in the New Jersey Urban Enterprise 
Zones Act, N.J.S.A. 52:27H-29 et seq., or a housing spon-
sor described in N.J.S.A. 54:32B-8.22(c). 

18:24-5.4 

i. For the purpose of subsection (b)l above, "exclu-
sive use" means that the supplies purchased will be 
entirely consumed in use or lack any residual utility after 
use and the supplies will not be used on jobs performed 
for nonexempt organizations either prior to, simultane-
ously with or after completion of the exempt organiza-
tion job; or 

2. The contractor holds a valid direct payment permit 
(form ST-6). 

Amended by R.1973 d.336, effective December 4, 1973. 
See: 5 N.J.R. 392(a), 6 N.J.R. 38(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 NJ.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 NJ.R. 2070(b ). 

In (b ), substituted a reference to NJ.S.A. 52:27H-29 et seq. for a 
reference to N.J.S.A. 52:27H-29 in the introductory paragraph. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a), substituted "tax" for "taxes" and a comma for "or" following 
"altering", inserted "or maintaining the" and ", including performing 
landscaping services," and inserted the last sentence. 

Case Notes 
Tangible personal property; exemption pursuant to Urban Enterprise 

Zones Act. Fedway Associates, Inc. v. Director, Div. of Taxation, 14 
N.J.Tax 71 (1994), affirmed 282 N.J.Super. 129, 659 A.2d 536, 15 
N.J.Tax 203, certification denied 142 N.J. 573, 667 A.2d 190. 

Taxpayer was subject to use tax on the materials it used in the 
performance of its service contracts and the fact that the taxpayer elected 
to collect its fees for its service in a single price on which it collected 
sales tax from its customers did not cause double taxation nor make the 
assessment against it wrong. Tozour Energy Sys. v. Director, 23 N.J. 
Tax 341, 2007 N.J. Tax LEXIS 4 (Tax Ct. 2007). 

Taxpayer, by acquiring and installing property used in transaction, 
exercised such power and control over property so as to constitute use of 
the property within the meaning of the Sales and Use Tax Act; taxpayer 
not entitled to rely on customers' certificates of exemption; taxpayer's 
sale and installation of hydraulic deck level held not exempt from sales 
tax as an improvement to real property. Elbert Lively & Co., Inc. v. 
Director, Div. of Taxation, 5 N.J.Tax 431 (Tax Ct.1983). 

18:24-5.4 Equipment purchase, rental or use 

(a) The purchase, lease or rental, or use of equipment by a 
contractor is subject to tax, whether or not the equipment is 
purchased, leased, rented or used in fulfillment of a contract 
with an exempt organization. 

(b) If a contractor pays to have a crane, bulldozer, or other 
equipment supplied with an operator who is needed in order 
for the equipment to function properly, the transaction is not 
deemed to be the lease or rental of the crane, bulldozer, or 
other equipment. It is treated as a service transaction. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Inserted designation (a); in (a), inserted "lease or" and "leased,", 
deleted "for 28 days or less" following "rental" and deleted the former 
last two sentences; and added (b ). 

24-19 Supp. 12-1-08 



18:24-5.4 

Case Notes 
_ Rentals paid by contractor for equipment used in performance of its 
contract with port authority held not exempt from taxation under Sales 

_ and Use Tax Act section exempting sales to contractors for the exclusive 
use in improving and altering real property of the State or any of its 
agencies, instrumentalities, public authorities or public corporations. Mal 
Brothers Contracting Co. v. Director, Div. of Taxation, 124 N.J.Super. 
55, 304 A.2d 750 (App.Div.1973), certification denied 63 NJ. 554, 310 
A.2d 469 (1973). 

18:24-5.5 Purchase of taxa_ble services by contractors - · 

(a) Taxable services purchased by a contractor are subject 
to tax unless such services are performed for a purchasing 
contractor exclusively for use in fulfilling a contract with an 
exempt organization. 

(b) Services subject to tax include, but are not limited to:. 

1. - The fabrication of tangible personal property; 

2. Installing tangible personal property, for the benefit 
of the contractor, rather than the property owner, for 
example, installation of scaffolding, temporary fencing, 
temporary lighting during construction; 

3. Maintaining, servicing,- or repairing real or tangible 
personal property, for example, snow removal, sweeping 
and removing debris from a construction site, pest control 
services; 

4. Security services, for example guard services; and 

5. Landscaping, floor covering installation, and alarm 
system installation (security, burglar, fire, carbon monox,-
ide). -

Amended by R.2003 d.348, effective August 18, 2003: 
See: 35 N.J.R. 2165(a), 35 N.J.R.3848(a). · 

In (b), rewrote 2 and 3. 
Amended by R.2008 d.356, effective December 1, 2008. _ 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Purchase of taxable services". Rewrote (b)2 and (b)3; 
and added (b)4 and (b)5. -

Case Notes 
Assessment of sales and use tax on sales involving the - repair, · 

maintenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer was a viable corporation for the years in question, rather than 
an agent for the contractor. Seaview Demolition & Rental Co., Inc. v. 
Director, Div. of Taxation, 4 N.J.Tax 541 (Tax Ct.1982), affirmed per 
curiam 6 N.J.Tax 254 (App.Div.1984). -

18:24-5.6 Contractor's tangible personal property 
installation services 

(a) Treatment of installation services that do not result in a 
capital improvement are as follows: 

1. Charges for services rendered by a -contractor for 
installing tangible personal property, which, when in-
stalled, will not result in a capital improvement to real 
property, are subject to tax. · · 

TREASURY-TAXATION 

(b) Treatment of installation services that result in capital 
improvements are as follows: 

1. Charges for the following types of services are 
taxable even though they result in a capital improvement: 

i. Landscaping services; 

ii. Installation of floor covering; and 

iii. Installation of alarm or security systems; 

2. Charges for landscaping, floor covering installation, 
and alarm system· installation charges that result in capital 
improvements are taxable to the party who contracts with 
the contractor performing the service, which may be the 
property owner or the prime contractor; and 

- - 3. Charges for· installation services that result in capital 
improvements, except the three types of services listed in 
(b) 1 above,_ are exempt from sales tax. 

( c) The factors to determine whether services result in a 
capital improvement are as follows: 

1. In. determining whether an installation of tangible 
personal property results in a capital improvement, the 
factors include; but are not limited to, the following, 
whether: 

L -The improvement results in an increase in · the 
value of the real property; and · 

ii. The improvement results in a significant increase 
in the useful life of the real property; and 

2. Determination of whether services result in a capital 
improvement for sales tax purposes does not depend upon 
the characterization of the work for- local property tax pur0 

poses. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 NJ.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2008 d.356, effective December 1, 2008: 
See: 40 NJ.R. l 777(a), 40 N.J.R. 6832(a). 

Added (a); inserted designation (a)l; rewrote (a)l; and added (b) and 
(c). - - -

Case Notes 
Sales and Use Tax Act taxes the purchase of personal property and · 

service for installing such property, unless installation constitutes an 
addition or capital improvement to real property: Act's use of"sales" in 
exempting certain public utility business transactions does not include 
installation services; definition of real· property found in the Business 
Personal Property Tax Act held to be used in determining the nature of 
installation. Middlesex Water Co. v. Director, Division:of Taxation, 3 
NJ.Tax 233, 181 NJ.Super 38,437 A.2d 368 (Tax Ct.1981). 

18:24-5.7 Documentation and application of the capital 
improvement exemption · 

(a) When a contractor has installed property, which, when 
installed, results in a capital improvement to real property, 
_ other than landscaping services, floor covering installation, or 
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alarm system installation, he or she shall obtain from his or 
her customer a properly completed Certificate of Exempt 
Capital Improvement (Form ST-8) and retain it in his or her 
permanent records. 

(b) When a contractor performs an installation, which 
results in a capital improvement to real property, other than 
landscaping services, floor covering installation, or alarm 
system installation, no tax should be collected from the 
customer. Payment of the tax on materials used is the respon-
sibility of the contractor, and therefore materials obtained and 
provided by the contractor are not taxable to the property 
owner. The services performed by making an installation are 
not subject to tax where the installation results in a capital 
improvement to real property, other than landscaping ser-
vices, floor covering installations, or alarm system instal-
lation. 

( c) If a property owner purchases construction materials 
and supplies from a retail store or other supplier, instead of 
having them purchased and supplied by the contractor, the 
property owner is liable for sales tax on the construction 
materials and supplies. The capital improvement exemption 
applies only to services. 

As amended, R.1982 d.141, effective May 3, 1982. 
See: 14 NJ.R. 140(b), 14 N.J.R. 430(b). 

(b): Text deleted; (c) and (d) renumbered as (b) and (c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 NJ.R. 6832(a). 

Section was "Installation services capital improvement". Rewrote the 
section. 

Case Notes 
Sales and Use Tax Act taxes the purchase of personal property and 

service for installing such property, unless installation constitutes an 
addition or capital improvement to real property; Act's use of"sales" in 
exempting certain public utility business transactions does not include 
installation services; definition of real property found in the Business 
Personal Property Tax Act held to be used in determining the nature of 
installation. Middlesex Water Co. v. Director, Division of Taxation, 3 
NJ.Tax 233, 181 N.J.Super 38, 437 A.2d 368 (Tax Ct.1981). 

Taxpayer, by acquiring and installing property used in transaction, 
exercised such power and control over property so as to constitute use of 
the property within the meaning of the Sales and Use Tax Act; taxpayer 
not entitled to rely on customers' certificates of exemption; taxpayer's 
sale and installation of hydraulic deck level held not exempt from sales 
tax as an improvement to real property. Elbert Lively & Co., Inc. v. 
Director, Div. of Taxation, 5 NJ.Tax 431 (Tax Ct.1983). 

Where a contractor installs property that becomes part of real 
property, the contractor is not to collect sales tax from the customer, but 
must obtain from the customer a completed Certificate of Capital 
Improvement for permanent retention; installation charges for above 
ground pool not sales tax exempt where contractor failed to prove 
installation was a capital improvement absent certificate. H.J. Bradley, 
Inc. v. Taxation Div. Director, 4 NJ.Tax 213 (Tax Ct.1982). 

18:24-5.8 Contractor services maintaining, servicing or 
repairing real property 

(a) Services rendered by a contractor in maintaining, 
servicing or repairing real property, except as hereinafter 
provided, are subject to tax. When charging the tax on main-

18:24-5.9 

tammg, serv1cmg and repamng real property, a contractor 
must charge the sales tax on only that portion of his or her bill 
attributable to services. The tax on materials used in per-
formance of such services is the responsibility of the 
contractor. Examples of taxable maintenance services in-
clude, but are not limited to, mowing lawns, applying lawn 
chemicals, spraying trees, weeding, repainting the interior or 
exterior of a building, patching a roof, cleaning up oil spills, 
snow plowing, power-washing a building, removal of 
contained garbage (including hazardous wastes), except as 
provided in (b )2 below. 

(b) The following maintenance, service, and repair opera-
tions are not subject to tax: 

1. Services performed on a residential heating system 
unit serving not more than three families living indepen-
dently of each other and doing their cooking on the 
premises. (In cases where the heating system is also used 
for cooling purposes, it shall be presumed, in the absence 
of evidence to the contrary, that the system is primarily 
used for heating purposes, except where the system is 
known to be in use for only the months during which a 
cooling system might be in use.); or 

2. Services involving only removal of garbage that has 
been placed in a container, performed on a regular con-
tractual basis for a term of not less than 30 days, or sewer 
services, performed on a regular contractual basis for a 
term of not less than 30 days. 

( c) In all instances, sales or use taxes on materials used in 
maintaining, servicing, or repairing real property where such 
materials are provided by the contractor as part of his 
services, are the responsibility of the contractor rather than of 
the contractor's customer. The contractor should charge tax 
only on the separately stated service portion of his bill. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 NJ.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 NJ.R. 2165(a), 35 N.J.R. 3848(a). 

In (b ), rewrote 2; rewrote ( c ). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In (a), inserted "or her" and inserted the last sentence. 

Case Notes 
Taxpayer was subject to use tax on the materials it used in the 

perfonnance of its service contracts and the fact that the taxpayer elected 
to collect its fees for its service in a single price on which it collected 
sales tax from its customers did not cause double taxation nor make the 
assessment against it wrong. Tozour Energy Sys. v. Director, 23 N.J. 
Tax 341, 2007 NJ. Tax LEXIS 4 (Tax Ct. 2007). 

18:24-5.9 Fabricator/contractor's purchase of materials 

(a) Where any person is engaged in the business of fab-
rication of items of tangible personal property produced for 
incorporation into real property as component parts thereof, 
as well as the business of installing such property, such 
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person may purchase all component materials as defined in 
N.J.A.C. 18:24-5.2, Definitions, as purchases for resale. 

(b) A fabricator/contractor is not required to pay tax on 
materials at the time of purchase. However, the fabricator/ 
contractor does have the option to pay sales tax at the time of 
purchase. The fabricator/contractor should issue a duly 
completed Resale Certificate (Form ST-3) when claiming a 
resale exemption at the time of purchase. 

(c) A fabricator/contractor who claimed a resale exemp-
tion when purchasing materials that become physical com-
ponents of the items fabricated must self-assess and pay use 
tax if the fabricator/contractor later installs the completed 
product on real property. A fabricator/contractor who paid 
sales tax when purchasing such component materials may 
seek a refund of the tax paid if he or she sells the completed 
product to a contractor, property owner, or other customer, 
but does not install the completed product. 

Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "may purchase all component materials as defined 
in N.J.A.C. 18:24-5.2, Definitions," for "is required to purchase all 
materials as defined in Section 5.2 (Definitions) of this Chapter". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In (a), substituted a comma for "of this chapter," following "Defi-
nitions"; rewrote (b); and added (c). 

18:24-5.10 Fabricator/contractor's sales of completed 
products 

Where a fabricator/contractor sells his or her completed 
product for installation by someone other than himself or 
herself, for example, by the property owner or by another 
contractor, he or she is required to charge and collect tax on 
the sales price of the product. 

Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Inserted "for example, by the property owner or by another con-
tractor," and substituted "sales" for "selling". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Fabricator/contractor". Inserted "or her", "or herself' 
and "or she". 

18:24-5.11 Fabricator/contractor sale and installation of 
completed products; tax 

(a) Where a fabricator/contractor sells his or her fabricated 
product, and as a part of that sale further agrees to install the 
product at a location in this State, he or she may not collect 
tax from his or her customer for charges rendered in con-
nection with the installation if the installation of his or her 
product results in a capital improvement to real property. In 
such cases, the fabricator is, however, required to pay use tax 
directly to the Division .of Taxation upon the value of his or 
her product as hereinafter set forth. The use tax shall be 
computed on: 

TREASURY-TAXATION 

1. The price at which items of the same kind are of-
fered for sale by him or her; or 

2. If the fabricator/contractor makes no sales of items 
of the same kind, the tax shall be computed on the cost of 
all materials used in fabrication. 

(b) A fabricator/contractor who sells his or her fabricated 
product, and as a part of that sale agrees to install the product 
at a location in this State, is required to pay use tax on the 
product installed, in the same manner as described in (a) 
above, and is further required to collect the sales tax on that 
portion of the bill attributable to installation charges, unless 
the installation results in an exempt capital improvement. 

(c) Where a fabricator/contractor sells his or her fabricated 
product, and as a part of that sale agrees to install the product 
at a location outside this State, he or she is responsible for 
neither the payment of use tax as provided in (a) above nor 
the collection of sales tax on installation charges as provided 
in (b) above. 

Example: A structural steel fabricator purchases steel 
which is delivered to his facility in New Jersey. The steel is 
fabricated as provided in shop drawing specifications for on-
site installation. The fabricated structural steel is then shipped 
to a job site located outside this State. Such fabricated steel is 
not subject to tax in this State. 

Amended by R.1989 d.438, effective August 21, 1989. 
See: 21 N.J.R. 439(a), 21 N.J.R. 2528(a). 

Revised section with stylistic and minor technical changes through-
out. 

In (a): added "for charges rendered in connection with the installa-
tion"; changed "Sales Tax Bureau" to "Division of Taxation." 

In (a)!: changed "value" to "price" regarding items of the same kind. 
In (a)2: changed "market value of such property" to "the cost of all 

materials used in fabrication". 
Added subsection (c), with example. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Rewrote (b ). 

Case Notes 
Roof installer owed compensating use tax on its purchase of raw ma-

terials. Polaris Corp. v. Director, Div. of Taxation, 12 N.J.Tax 70 (1991). 

18:24-5.12 Subcontractor purchases and services 

(a) Contractors who enter into a contract to perform spec-
ified operations for a second contractor are subcontractors. 
Their purchases and services are treated as follows: 

1. The purchases of the subcontractor shall be treated 
in the same manner as purchases of a prime contractor. 

2. Except as provided in (b) below, taxable services 
(see N.J.A.C. 18:24-5.6) performed by a subcontractor for 
a prime contractor are not subject to collection of tax by 
the subcontractor from the prime contractor. In such cases, 
the responsibility for collection of tax is that of the prime 
contractor. The subcontractor should maintain records to 
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any of the taxable services enumerated in N.J.A.C. 18:24-
5.6, 5.7, and 5.8. 

J 4. Direct Payment Certificates (Form ST-6A) may be 
issued by a COIi.tractor or a fabricator/contractor only when 
he is a holder of a valid Direct Payment Permit (Form ST-
6) and must be used in accordance with the · directions is-
sued for use thereof. 

5. Neither Exempt Use Certificates (Form ST-4) nor 
Farmer's Exemption Certificates (Form ST-7) may be is-
sued by a contractor or fabricator/contractor for his pur-
chases of tangible personal property to be installed in a 
fanning enterprise. A contractor may accept a Fanner's 
Exemption Certificate (Form ST-7) only when performing 
exeinpt prC>duction and conservation services for a fartning 
enterprise. See N,J.A.C. 18:24~19.L 

6. Certificates of Exempt Capital Improvement (Form 
ST-8) should be obtained by a contractor, subcontractor, c:>r 
fabricator/contractor from his or her customer in any·~ 
stance where the performance of his .or her work results in 
a capital improvement to real property. A contractor or a 
fabricatC>r/contractor may accept Certificates of Exempt 
Capital Improveme)lt as a basis for exemption from tax on 
his or her services only where his or her work has, in fact, 
resulted in an ex:empt capital improvement to real property. 
The nature of the work performed is the determining factor 
in deciding whether to collect tax on a contractor's 
services. 

i. "Capital improvement" means an installation of 
tangible personal property which results in an increase of 
the capital value of the real property or a significant 
increase in the useful life of such property. See N.J.A.C. 
18:24-5.7. 

ii, "Repair services" means services that fix prob-
lems with property in order to maintain the property's 
existing value and keep it in working condition. 

iii, "Maintenance" services are services that preserve 
the exisdilg condition of property. 

iv. Examples of ex:empt capital improvements are: 

( 1) New construction; 

(2) New roof, installation, of; 

(3) Bathroom wall tiles, installation of; 

( 4) New bath fix:tures, installation of; 

(5) New kitchen fixtures, installation of; 

( 6) Paving of driveway; 

(7) Paneling, installation of; 

(8) ln-grC>un,d swimtning pool, installation of; 

(9) New central air conditioner installation; 

(10) Porch enclQsure, construction of; 
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( 11) New heating system installation; 

(12) Rewiring; 

(13) New electrical outlets installed; 

(14) New siding, installation of; 

(15) Garage, construction of; 

(16) Patio, construction, of; 

( 17) Storm doors and windows, installation of; and 

(18) New hot water heater installation. 

v. Examples of taxable capital improvements are: 

(1) Trees, shrubs, installation of; 

(2) . Tiled floors, installation of; 

(3) Wall-to-wall carpeting, installation of; 

( 4) Security and alann system, installation of; and 

( 5) New sod, installation of. 

vi. The contractor may not accept a Gertificate of 
Exempt Capital Improvement (Form ST-8). for land-
scaping services, floor covering installation, or installa~ 
tion of alarm or security systems. 

vii. The use of the Certificate of Ex:empt Capital Im-
provement (Form ST-8) is required in all applicable 
transactions. 

7. Contractor's Exempt Purchase Certificate (Form ST-
13). 

i. :Form ST-13 must be completed and issued to the 
supplier of a contractor in every instance where pur-
chases are made by contractor and exemption from sales 
and use taxes is claimed, except as provided in (a)3 
above. 

8. An exempt Qualified Business Permit/Exempt Pur-
chase Permit (Form UZ-4A/5A) must he coinpleted by the 
contractor when the contractor purchases materials or 
supplies exclusively for performing work for a qu.alified 
bµsiness at the business's real property located in an urban 
enterprise zone. The UZ-4 is obtainable only from the 
qualified business. After completing the UZ-4, the contrac-
tor must issue copies to its sellers and its subcontractors. 
Any subcontractor receiving a UZ-4 must attach its name, 
address, and Certificate of Authority number (in addition to 
the name, address, and number of the contractor) and then 
give the UZ-4 and attachments to its sellers. "Qualified 
business" means a person or entity that the Urban Enter-
prise Zone Authority has certified to be a qualified busi-
ness according to the criteria in N.J.S.A. 52:27H-62c. 

9. If a qualified housing sponsor, as defined in N.J,S.A. 
55:14K-3 9f the New Jersey Housing and Mortgage 
:Finance Agency Law of 1983, has received Federal, State, 
or local government subsidies, as verified by the New 
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Jersey HQusitig and Mortgage Fm~ce Agcm<zy on a Certifi-
cation of Housh1g Spqns()r fo~, .~ addition tq :New Jersey 
llousing anf Mortgage FinfUlce J\g~cy :ftn@cuig for {4e 
specific housin,g project, c9l)tra91ois Qf the. housing. spon-
sor, purs1.1ant to P .L,, 19~8,. c,.~3,Jnay pur94!lse materi~s, 
supplieg,~d.services t~ fr~(orthe s~ecifi,c hpusing pro-
ject.< 'J1le ()Onµ-actor tllllSt r~eiye a cop~ e>f tb,e • QOW;itig 
sponsor's Letter of Ex~pti911 {pr his· orJer t~cords ajtd 
may tllim issue a Contra~tqr's Exetnpf ~cbase Certificate, 
(Form ST-1$) to 4is or her suppliers to do9Ptnerit bis or her 
exemptpurcb.ases for tile, 4ousing pr9Jeqt. 

Atnended byR1975d.246, effectiveA~gtJStl5, 1915 •. 
See: 7 N.J.R. 347(a), 7 N,J.R. 4460, ). i .. · ·.·. · . • . . 
Ame1,1dedby R.1993 d.3}3; effectiveJmy6, 1993 .. 
See:25 N.J.R.1486(a), 25 N.J.ll,J899(c).i . ••· 

.· Amende,d by R,W98 d.288, effective Jµn~ fr J 991!. 
See: 30 N.J.~: 1W6(b), 3!> N.J.R., 2070(1>), .. 

. .· In (a)6vi, cleleted an Editor's Note,. > 

Ain~ded bYR,200J d,341!, effectiv~ Augµs(l8, 2Q03, · 
See: J5 NJ,R., 2165(a),.35 N,J.R..3848(a), · 

In{a),tewrote l,2 and S- .·. •• · .. · ••· .··. .· 
Amended byR,2008 d,356, effective I>eJ,,ember 1, 2001!, 
See: 40 N.J.R.17?7(a), 40 N.!,R, 6832(a). ·. 

. Rewrote (a)2 and (a)6. · · .· · . . . ... · ... 
. Amended t,yR..2014 d.Q40, effective Marpy. J 7, 2014. 

See: 45 N.J.R.1Q92(a), 46 N.J.R., 552(a)i .. ·.· .··. ·. . . •. . . ...... . 
· In (a)l, inserte,4 a conu.µa following ''.equipmeµf', @d inserted "or 
her";, in•(a)2,. inserted .• a col}U11a following"apparatus". aµd f9ll!>wing 
"her", · l!Ud substituted a semi9Qlo11 for. a r.:Qnn;na follo~g. "8.29'1; · in 
(a)3, · inserte~ "or she", @d substitutecl, ,''NJ.,A.~, llI:24-,5,6,. 5.7, aqd 
5.8" for "Sectio11S 5;6, 5. 7 004 5,8 i>ft!lis C}mpter"; in (a)6, inserted a 
comma.following "suhcoutractor"; deleted former (a)6vi aµd (a)~vU; 
recodified fonner. (a)6viii @d (a)6ix as; (a)6vi · (a)6yii; in (a)8; 
substituted ''sellers" fqr '.'veµdors" t\vi<:e; @d in(a)9, in.serted a col}Ulla 
following "State'' and follo~g '1s11pplies", sµbstitutecl 'fc, 8r1 fQr 
"c.83", and inserte.d "or he.r" three tinies, . 

Pr9vidfug liardwocid fl~9r refmishiri~ ~linTi®s <lid llQt entitle ~l)aYel'. 
to C3J?ital .inlpr()v1;:µ1ent exempµ,()n, Ne\3/111@ v. I>irect()r, ])iv;. , Qf 
TaxatiQn;J41'il.J.Tl!X 313 (l994),.~edt5. N.J. Taic 228, . 

T~payer, l,y. acqiµring @d ~w,llipg'property. ~eel . W. transaption, 
exercise(! such power. and coµtrol .over.J?l'OJ)erty SQ as t9 cq11stitute 1.1se 1>f 
the propertywitlrin.tlle me,llllin.g 9fth,e Sal.es aµd Use Tax A,ct; t<1XPayer 
not eµtitledJo rely on clistqmerf certifiqates of eicemptio11; ~payer's 
· sale aµd instaliatio11 Qf hydraulic deck:)e,ye,lheld not e?Ce111pt froin s;tles 
ta,x as aJ.i iJlipi:ovement tQ real property. Elbert Lively .&- Co,, Inc. v. 
Director, Div. ofTaxatiQn, 5 N.J,Tax 43Hfax Qt.1983) .. 

~ere a co11tractor installs property that b¢ci>mes part qfreal PWP~ 
erty, the. coµtractor is µot to collect sales tax from the Cl.l!ltom,er, bµt mµst 
obtain from the customer a completed C):rtiticate Qf Capitltl Jmp;rl)ye. 
mentfor permaneµt ni!entton; installation ch;irges for above g;rolllld pqol 
not s!lles tax eicempt where contl'/lctor failed to prove ittstallatiQn was. a 
capital imp~ovemeµt 11bSent certific;1te, ij.J. 13racll(:y; hie. v. · TllX<ltjqn 
Div. I)il'ector, 4 N,J.Ti!X 213 (Tax Ct191tZ). . 

· 18:24~5.17. ·(Reserved) 
Repel:lled by R..2008 d.356, effective Dec¢piber 1, 20Q8, 
See: 40 N,J.:R.1777(11), 4,0 N.J.~ .. 6832(a). . .· . · 

. Sectioµ ~as "P~11alty f!>r fyaudµlelit .iss1.1aµ<:e of. ex:emptil>n · <;ertiij. 
cates'', · · · 

18:24"5,U Iiecord!I 
Contr~ctor$ a,id·fabricator/Colltractors are re,qwrec,l.to tnain~. 

tain re,cords in.·.complia,ice with the, rule!! set fo,;th .in Sul,J,, 
chapter 2 of t4is Cb.apter, .· · 

18:24-s.1, lJnregi.stered contractgr be>nds gr reports 
(~) Wh~ a C.Oll11'actor wbp Iias not reijstered µttder pr~t 

visiQµ!! of N.J.S,A: )4:J4B~15 ellters illt~r a co1;1tract lllldi 
w4icb t~gible per$onal property or t~able service!! wHl he 
µsed or 99n,,s1l1Jled i1l :New Je,r!!ey; tile 9oµ~tor. !!ltall regi~ter 
fort~ purp9ses !lll4 presentto tlie l;)il'e,c;tor of th.e. Ptvisiol'.l of 

· Tax.atiol'.l ~\ dep9sit'or gu~rantee boiid ~\l~ t~ ·five perc~t Qf 
the tot~\llQloµlltto be pai4 uu4er the .. colltriwt .whenever t1i, 
qifql!l}lst~9es ·. illclicat,e thilt .. it Js appropriate .. · to ·protect. tlt~ 
interest$. of the ·• State, Siwh Qirc;unist.a,ice!I wo11Id ipQl11df a 
sitµa~ion·in wlticJi·.·.aP .. ll9iei.istered .cA~trac~r. is 9µly temp~ 
nuily engaged in 1)1,Jsines!!iP tile State, · · · · · 

(l>) My pers~n domg bus4t,ess with . a co11tnwtw . sh3ll 
qbtaiti ftoµ,i t.l:te C9llµ-actor a copy of the tiJX re~istrati(W. 
certificate issued to the .·· col].tr1Wtor pursua,it to :N,J.S.A,. 
54:3213-15, lfthe colltractol' do~gµothave ·a•t~registr~ti~ 
certificate,tije P7rsonc,loing b11sine$S. with the contractor sb~J 
provicle the 1'~e aµq address of the 90ntractor atld a \>(i~f 
llescriptioµ of t1ie· c;oµtmct to the piyisjoll, ~!! reqiw:em~t · 
sh~l ·. be satii;fied by. mail~ the uame Jtnc;l .· apdres, ap.~ 
poµtraqt im1mw~ry .. to .. thi::·.Nevv· Je,rser• Division .Qf •Taxati9p, 
PQ Jlox Z69, Trenton,, NJ 08695. Failure to cQmply shall be a 
di!!orderlypersQns offense pµd~ N,J.S.A,. 5.4:54~6. · 

~c). Tlte bott<Jrequirewent is ynp9s~d to secure pttyi»en(Qf 
sales· ll11d µ11~ t~es. payal,le -witlr r~s,P.e«t to tap:~ible persq~ai 
,PfQpertYt9r .. ·.~x,bl~ 11~icetµsed pr COf\lSl.11:llt::,d••mic;t~<tl 
coµtracfo,rC>f other S~te t~es a,id is· mso im,pos~d to ·ass~e 
~t aU .copti:tlfltors ~e registe,r~cl atl4 .1nco1.npUarice-with· Neyv Jersey t~ Jaw. . . . . . . . 

'.'• '·-. _.·'_ , 

NeWR\tle,ll,70Ql d,2~6. ~tfectiveJu}y 16, ioo1. 
See:. 33 NJ.ll. 1346(~), aa N,J.R. ;494( q)_' i · ··· 
Amf.lp.df.ld. br ~.2Q()3 q.H8, eff~ctive .t\~t 18, 20()3, 
See: 35 N,J:R., 2165(a), 35 N.J.:R, 3f48.(ij); .··•· · .. · / . . ·. .. . . . . 

In (a), su.bstiM¢d. "Wltf;lµ a collttactor: wll,() }ms not ;re,g~!lteted Ullder 
provisioµs"· f«,>r.·."When aµ wrremste;recl cop.tractor .undf;lr JlfQvisions" aµ~ 
substituted '!inclu4e a sil:lJatiqn in wliic::Ii ·~ ll,llfegiste;re,d· 90'111'~t• {e>r 
"i.n,9lt14eif the JJll).'e~stered coµtractqr''; in (c), insertecl "s~!ls @4use," 
pre~dillg '!tl;IJ(e~ p~yable.;' 11114 inserted ''or p.re~!fiug ''~tate ,tiXes''• . 

. . 

SUBCI:lArTER6, SA,I:,E,S ()f' G:V)llIING, Foom~ 
AM? PR:OTECTI,VE E,Ql)'.[P~NT AND SERVIQE,S 
PERFQ~DQN CI.,QU:IJNG . 

18:2+6.1 ~~c,pe of sjbc~,pte~ . . 
This subchapter}~ illt~c;led to clarify the appli~atiQn Qf the 

Sales aµ!i Use Tax }\gt, N,J.~-A- ~4:~ill~ l et seq.,Jp s~Ie11 .()f 
clothµig,fQQt\Vear, proteptjve eqi,ripµ,,ent, spo,t QO-ecreati()Ulll 
eqµipµieµt, ·ac;c~ss9ri~s, 9~rtaju, ~ervi~s peyform~~. qpoll 
clothi,tg a:mdfootwelll,'. ·· 
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18:24-6.2 Definitions 

The following words and terms, as used in this subchapter, 
shall have the following meanings, unless the context clearly 
indicates otherwise: 

"Clothing" m.eans all human wearing apparel, including 
footwear, suitable for general use. Clothing does not include: 
clothing accessories or equipment, sport or recreational 
equipment, protective eqwpm.ent, sewing equipment and suir 
plies, or sewing materials that become part of clothing. 

"Clothing accessories or equipment" means incidental 
items wom on the person or in conjunction with clothing. 

"l'ur clothing" means clothing that is required to be labeled 
as a "fur product" under 15 lJ.S.C. §69, and in which the 
value of its fur com.ponents is more than three tim.es the value 
of the next most valuable tangible component. 

"Protective equipn;ient" means items for human wear and 
designed as protection of the wearer against injury or disease, 
or as protection against damage or injury of other persons or 
pr9perty but not suitable for gelleral use. 

"Sport or recreational equipment" means items designed 
for human use ancl worn in conjunction with an athletic. or 
recreational activity but that are not suitable for general use. 

18:24.-6.3 Exempt sales of clothing and footwear 

(a) Receipts from. the retail sales of clothing, are exempt 
from tax imposed under the Sales and Use Tax Act. 

(b) .The exemption in (a) above does not apply to clothing 
accessories, sport or recreational equipment, or protective 
equipm.ent. 

( c) Exam.pies of clothing include, but are not limited to: 

1. Athletic supporters; 

2. Baby receiving blat!kets; 

3. Bibs; 

4. Bathing suits, swim trunks, bathing caps; 

5. Beach cover-ups, such as beach jackets, sarongs or 
shorts; 

6. Belts; 

7. Boots, including hiking boots, snow boots or fashion 
boots; 
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8. Bras, girdles and garter belts; 

9. Capes, ponchos and mantillas; 

10. Coats and jackets; 

11. Collars and dickies; 

12, Costumes; 

13. Diapers, waterproof diaper pants or incontinence 
briefs; 

14. Djellabas; 

15. Ear muffs or hand muffs; 

16. fezzes; 

17. formal wear; 

18. for clothing; 

19. Galoshes, rubbers, and other overshoes; 

20. Gloves and mittens; 

21. Hats, caps, visors and baby bonnets; 

• 22, Lab coats or hospital gowns; 

23. Leather jackets; 

24. Neckties; 

25. Rainwear (jackets, ponchos, hats, etc.); 

26. S!Uldals; 

27. Saris; 

28. Scarves and bandannas; 

29. Shawls; 

30. Shoes; 

31. Shoe laces or shoe insoles; 

32. Sleepwear (pajamas, nightgowns, robes, etc.); 

33. Slippers; 

34. Sneakers, tennis shoes, running shoes, and. similar 
athletic shoes; 

35. Socks, stockings, pantyhose, tights, footlets, peds, 
and other hosiery; 

36. Steel-toed shoes; 

37. Suede gloves; 
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38. Suspenders; 

39. Turbans; 

40. Underwear; 

41. Yarmulkes; 

42. Wedding apparel; and 

43. Work clothing. 

( d) Costume masks, belt buckles, patches and emblems, 
when sold separately, are not clothing and are subject to tax. 

18:24-6.4 Sales of protective equipment necessary for 
the user's work 

(a) Receipts from sales of protective equipment, when 
necessary for the user's daily work, are exempt from tax 
imposed under the Sales and Use Tax Act. This exemption is 
based on use and is entirely separate from the exemption for 
clothing. 

(b) Sales of items of protective equipment that are not 
necessary for the user's daily work are not exempt. 

( c) Examples of protective equipment include, but are not 
limited to: 

1. Breathing masks; 

2. Chemical respirators and face masks; 

3. Clean-room apparel; 

4. Ear and hearing protectors; 

5. Face shields; 

6. Hard hats; 

7. Helmets; 

8. Protective gloves, (for example, welder's gloves); 

9. Safety belts and harnesses; 

10. Tool belts; and 

11. Welders' masks. 

18:24-6.5 Sales of accessories not exempt 

(a) Clothing accessories or equipment, which are mc1-
dental items worn on the body, are not deemed to be clothing, 
and their retail sale is therefore taxable. 

(b) Receipts from the retail sale of clothing accessories or 
equipment are not exempt from sales and use tax. 

( c) Examples of clothing accessories and equipment in-
clude, but are not limited to: 

1. Backpacks and fanny packs; 

18:24-6.6 

2. Barrettes, hair bows, hair nets, ponytail holders, 
tiaras, and other hair notions; 

3. Briefcases; 

4. Cosmetics; 

5. Fashion wigs and hair pieces; 

6. Hand bags; shoulder bags or tote bags; 

· 7. Handkerchiefs; 

8. Jewelry, bindhis, and body piercing studs; 

9. Sunglasses (nonprescription); 

10. Umbrellas; 

11. Wallets and cell phone cases; and 

12. Watches. 

18:24-6.6 Sales of sport or recreational equipment not 
exempt 

(a) Retail sales of items that are worn in conjunction with 
specific recreational or athletic activities, but that are not 
suitable for general use, do not fall within the clothing ex-
emption and are therefore taxable. 

(b) Examples. The following items, when worn in con-
junction with recreational or athletic activities, are treated as 
taxable sport and recreational equipment: 

1. Ballet and tap shoes; 

2. Cleated or spiked athletic shoes; 

3. Football helmets; 

4. Gloves designed for specific sports, such as baseball 
catchers' mitts, boxing gloves or bowling gloves; 

5. Hand and elbow guards; 

6. Life preservers and vests; 

7. Mouth guards; 

8. Roller skates or ice skates; 

9. Shin and knee pads; 

10. Shoulder pads; 

11. Skis and ski boots; 

12. Snorkel masks; 

13. Swimfms; 

14. Swim goggles; 

15. Waders; or 

16. Wetsuits. 

(c) Under some circumstances, items that are usually clas-
sified as sport or recreational equipment may be treated as 

24-27 Supp. 12-1-08 
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exempt clothing (work clothing) or as exempt "protective 
equipment" necessary for the user's daily work. Examples 
include: toe shoes worn by a professional ballerina or by a 
dance teacher, waders worn by a commercial fisherman and 
life preservers and vests used by water safety and rescue 
squads. 

18:24-6.7 Sewing materials 

(a) Sewing materials are not included within the definition 
of clothing, but their sale may be exempt under certain 
circumstances. 

(b) Receipts from the sale of sewing materials, such as 
fabric, thread, yarn, buttons, zippers, facing materials, hem 
tape, bias tape, trims (for example, lace, braid or rickrack), 
snaps and hooks and eyes, when purchased by noncom-
mercial purchasers, for incorporation into clothing, are ex-
empt from tax. 

(c) Sewing equipment, tools, and supplies, such as sewing 
machines, needles, knitting needles, crocheting needles, tape 
measures, pins, tailor's chalk, scissors, and thimbles are not 
sewing materials, and their sale is not exempt from tax. 

18:24-6.8 Services performed on clothing 

(a) The following services are exempt from sales tax: 

1. Laundering clothing; 

2. Dry cleaning clothing; 

3. Tailoring, including mending, resizing, and altering; 

4. Weaving clothing or weaving done on clothing; 

5. Ironing or pressing clothing; 

6. Repairing shoes; and 

7. Cleaning and shining shoes. 

(b) Except as stated in (a) above, sales tax is imposed on 
the services of producing, fabricating, processing, printing, or 
imprinting tangible personal property, including clothing, for 
a customer who directly or indirectly furnishes the item to be 
serviced, which is not intended for resale. 

1. Examples of taxable fabrication services performed 
on clothing include, but are not limited to: imprinting, 
embroidering, silk screening designs, painting designs and 
monogramming. 

SUBCHAPTER 7. MOTOR VEHICLES 

18:24-7.1 Definitions 

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the context 
clearly indicates otherwise: 

TREASURY-TAXATION 

"Director" means the Director of the Division of Taxation 
of the State Department of the Treasury, or any officer, 
employee or agency of the Division of Taxation in the 
Department of the Treasury duly authorized by the Director, 
( directly, or indirectly by one or more redelegations of au-
thority), to perform the functions mentioned or described in 
the Sales and Use Tax Act. 

"Motor vehicle" as defined in the Sales and Use Tax Act 
and used in this subchapter includes all vehicles propelled 
otherwise than by muscular power ( except such vehicles as 
run only upon rails or tracks), trailers, semitrailers, house-
trailers, or any other type of vehicle drawn by a motordriven 
vehicle, and motorcycles, designed for operation on public 
highways. 

"Motor Vehicle Commission" means the Motor Vehicle 
Commission of the Department of Transportation, State of 
New Jersey. 

Amended by R.2008 d.356, effective December 1, 2008. 
See: . 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In the introductory paragraph, substituted "subchapter" for "Sub-
chapter"; deleted definition "Division of Motor Vehicles"; substituted 
definition "Motor vehicle" for definition "Motor Vehicle"; in definition 
"Motor vehicle", inserted "Act", and substituted "subchapter" for "Sub-
chapter" and "except" for "excepting"; and added definition "Motor 
Vehicle Commission". 

18:24-7.2 Taxability of retail sales receipts 

The receipts from every retail sale of any motor vehicle, 
except as otherwise provided in this Subchapter and by the 
Sales and Use Tax Act (N.J.S.A. 54:32B-l et seq.,) are sub-
ject to the sales or use tax. 

Case Notes 
Transfer of automobile title from sole shareholder to wholly-owned 

corporation held to meet definition of retail sale for the purpose of sales 
tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxation, 8 
N.J.Tax 338 (Tax Ct.1986). 

18:24-7.3 Tax payment prerequisite to registration 

( a) The purchaser or user of a motor vehicle, as well as the 
seller thereof, is responsible for the payment of tax due on the 
sale at retail or use of a motor vehicle required to be regis-
tered with the Motor Vehicle Commission. 

(b) Under the provisions of N.J.S.A. 54:32B-13, the 
Director of the Motor Vehicle Commission shall not issue a 
registration certificate for any motor vehicle, ( except in the 
case of a renewal of registration by the same owner) unless 
proof has been furnished that the tax with respect to the sale 
of the motor vehicle to the registrant or his or her use thereof 
has been paid, or that no such tax is due. 

( c) If the motor vehicle is not required to be registered 
with the Motor Vehicle Commission, the seller thereof must 
collect the tax from the purchaser, if any such tax is due, and 
must remit the same to the Division of Taxation. 
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Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "Motor Vehicle Conunission" for "Division of Motor 
Vehicles" throughout; in ( a) and ( c ), substituted "seller" for "vendor"; 
and in (b), inserted "or her". 

18:24-7.4 Computation of tax on purchase price; trade-
in 

(a) Where any person engaged in the business of selling 
motor vehicles at retail completes a sale of a motor vehicle, 
he shall collect the sales or use tax, as may be the case. 

(b) The tax shall be computed upon the full amount of the 
purchase price of a motor vehicle less any deduction for the 
trade-in of property of a like kind, if any. 

( c) A deduction from the purchase price, equal in amount 
to the amount of a trade-in actually allowed on the purchase, 
will be permitted, provided, that: 

1. The purchase and trade-in occur at the same time. A 
separate or independent sale of a motor vehicle is not 
considered a trade-in even if the proceeds of the sale are 
immediately applied by the seller to a purchase of a motor 
vehicle from the buyer; 

2. The trade-in consists of property of the same kind as 
that purchased and that is accepted as partial payment. 
"Property of the same kind" is construed to mean any other 
motor vehicle as defined in N.J.A.C. 18:24-7.1; 

3. The trade-in is acquired by a dealer of motor 
vehicles who is registered as such with the Motor Vehicle 
Commission and the New Jersey Division of Taxation; and 

4. The dealer obtains the certificate of title of the trade-
in vehicle and retains a copy of it as part of the record of 
the sale transaction. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2000 d.233, effective June 5, 2000. 
See: 32 N.J.R. 29(a), 32 N.J.R. 2110(b). 

In (c)2 substituted "Section 7.1 of this Chapter" with "N.J.A.C. 18:24-
7.1" and added (c)4. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In the introductory paragraph of (c), substituted a comma for a 
semicolon following "permitted"; in ( c) 1 and ( c )2, deleted "and" at the 
end; in ( c )2, inserted "and that is accepted as partial payment"; and in 
(c)3, substituted "Motor Vehicle Commission" for "Division of Motor 
Vehicles". 

Case Notes 
Transfer of automobile title from sole shareholder to wholly-owned 

corporation held to meet definition of retail sale for the purpose of sales 
tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxation, 8 
N.J.Tax 338 (Tax Ct.1986). 

18:24-7.7 

18:24-7.5 Charges in tax computation 

(a) Where charges are made for the following items in 
conjunction with the sale of a motor vehicle, they must be 
included in the amount upon which the tax is computed: 

1. Federal excise taxes; 

2. Delivery or freight charges for delivery of a vehicle 
from a manufacturer or distributor to a dealer are included 
regardless of whether they are separately stated upon the 
customer's invoice. Delivery charges from the dealer to his 
or her customer are subject to tax if the sale of the vehicle 
itself is subject to tax; 

3. Warranty charges and service/maintenance agree-
ments; 

4. Charge for preparation of or additional work upon a 
motor vehicle; and/or 

5. Charges for additional accessories or equipment 
placed in or attached to the motor vehicle by the dealer are 
included even though the charges may be separately stated 
upon the customer's invoice. 

Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Rewrote (a)2; in (a)3, inserted "and service/maintenance agreements"; 
and in (a)4, inserted "and/or". 

18:24-7.6 External tax computation indices 

Where, because of affiliation of interests between the seller 
and purchaser, or for any other reason, the purchase price 
stated for a motor vehicle is not indicative of the true value of 
the property and the purchaser is unable to prove that a lower 
price was paid, the Director may, at his or her discretion, 
utilize external indices to establish the basis upon which tax 
shall be assessed and paid. 

Amended by R.1998 d.230, effective May 4, 1998. 
See: 30 N.J.R. 805(a), 30 N.J.R. 1635(c). 

Inserted "and the purchaser is tmable to prove that a lower price was 
paid" preceding "the Director". 

Case Notes 
Transfer of automobile title from sole shareholder to wholly-owned 

corporation held to meet definition of retail sale for the purpose of sales 
tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxation, 8 
N.J.Tax 338 (Tax Ct.1986). 

18:24-7.7 Out-of-State purchase by resident 

(a) A motor vehicle purchased by a resident of this State 
outside of this State for use outside of this State · which 
subsequently becomes subject to the use tax imposed under 
the Sales and Use Tax Act, shall be taxed on the basis of the 
purchase price of said motor vehicle; provided, however, that 
where a taxpayer affirmatively shows that the motor vehicle 
was used outside this State for more than six months prior to 
its use within this State, the motor vehicle shall be taxed on 
the basis of the current market value thereof at the time of its 
first use within this State. 
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18:24-7.7 

(b) The value of such motor vehicle for use tax purposes 
may not exceed its cost, except as provided in N.J.A.C. 
18:24-7.6. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

In (b), added an exception relating to provisions ofN.J.A.C. 18:24-
7.6. 

18:24-7.8 Sales of motor vehicles specifically exempted 

(a) Any sale of a motor vehicle to any of the following 
shall not be subject to the sales and use tax: 

1. The State of New Jersey, or any of its agencies, in-
strumentalities, public authorities, public corporations or 
political subdivisions; 

2. The United States of America, and any of its agen-
cies and instrumentalities, insofar as it is immune from 
taxation; 

3. The United Nations or any international organization 
of which the United States of America is a member; 

4. Those organizations described in subsection 9(b )(1) 
of the Sales and Use Tax Act which have obtained and 
hold an exempt organization permit as provided in said 
Act; provided, however, that such vehicle is used directly 
in pursuit of the purposes of the exempt organization. 

(b) Any sale of a motor vehicle to a nonresident of this 
State is not subject to tax provided such nonresident, at the 
time of delivery, has no permanent place of abode in this 
State, is not engaged in carrying on in this State any 
employment, trade, business or profession in which the motor 
vehicle will be used in this State, and furnishes to the seller, 
prior to delivery, proof supporting his claim from exemption. 
For the purposes of this subsection: 

1. Any person who maintains a place of abode in New 
Jersey is a resident individual. A place of abode is a 
dwelling place maintained by a person, or by another for 
him, whether or not owned by such person, other than a 
temporary or transient basis. The dwelling may be a house, 
apartment or flat, a room, including a room in a. hotel, 
motel, boarding house or club, or at a residence hall oper-
ated by an educational or charitable institution, barracks, 
billets or other housing provided by the Armed Forces of 
the United States, or a trailer, mobile home, house boat or 
any other premises. 

2. Any corporation incorporated under the laws of New 
Jersey, and any corporation, association, partnership. or 
other entity doing business in New Jersey or maintaining a 
place of business in the State, or operating a hotel, motel, 
place of amusement or social or athletic club in the State is 
a resident. 

3. Any person, corporation or other entity engaged in 
carrying on in New Jersey any employment, trade, business 
or profession is deemed a resident of New Jersey with 

TREASURY-TAXATION 

respect to the use of a motor vehicle in such employment, 
trade, business or profession in the State. 

4. (Reserved) 

5. Any person serving in the Armed Forces of the 
United States whose home of record is a state other than 
the State of New Jersey is a resident of this State if he or 
she is living in this State, reg,irdless of whether his or her 
place of abode is located on or off a military reservation, 
provided that it is within the territorial limits of New 
Jersey. 

6. Any person serving in the Armed Forces of the 
United States whose home of record is the State of New 
Jersey is a resident of this State whether his place of abode 
is located on or off a military reservation situated in New 
Jersey or another state of the United States or a foreign 
nation. 

( c) Any sale of a motor vehicle to be used exclusively for 
lease or rental is purchased for resale and is not subject to tax 
at the time of purchase. 

( d) The renting, leasing, licensing or interchanging of 
trucks, tractors, trailers, or semitrailers by persons not 
engaged in a regular trade or business offering such renting, 
leasing, licensing or interchanging to the public; provided, 
however, that such renting, leasing or interchanging is carried 
on with persons engaged in a regular trade or business 
involving carriage of freight by such vehicles is exempt from 
tax. 

( e) For purposes of ( d) above, "carriage of freight" means 
property transported by a common or public carrier, such as 
regular trucking companies, and does not include the type of 
business utilizing rented or leased vehicles to transport its 
own goods. For example, a seller of welding supplies leases 
trucks from a person not engaged in the regular trade or 
business of leasing such vehicles to the public. The trucks are 
used to transport to the seller's customers its own goods. The 
exemption from tax does not apply since the seller is not 
engaged in the carriage of freight, unless the trucks qualify 
for exemption under subsection 8.43 of the Sales and Use Tax 
Act (see N.J.A.C. 18:24-7.18) . .43 of the Sales and Use Tax 
Act (see N.J.A.C. 18:24-7.18). 

As amended, R.1977 d.484, effective December 29, 1977. 
See: 9 N.J.R. 594(a), 10 N.J.R. 8l(a). 
As amended, R.1979 d.90, effective March 8, 1979. 
See: 11 N.J.R. 104(a), 11 N.J.R. 210(e). 
Amended by R.1987 d.474, effective November 16, 1987. 
See: 19 N.J.R. 118l(b), 19 N.J.R. 2201(b). 

(b )4 repealed. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Rewrote (b )5; in ( c ), inserted "lease or" and deleted "for a period of 
28 days or less"; in ( e ), substituted "( d) above" for "subsection ( d) of 
this section", "seller" for "vendor" twice and "seller's for "vendor's". 
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Case Notes 
Taxpayer, who maintained "summer home" in state and returned 

every year, was "resident" of state and was not exempt from sales tax on 
purchase of automobile. Furmato v. State, Dept. of Treasury, Div. of 
Taxation, 16 N.J.Tax 10 (1996). 

18:24-7.9 Transfers statutorily excluded from tax 

(a) Within the meaning of subsection (e) of section 2 of 
the Sales and Use Tax Act, the following transfers of motor 
vehicles are not subject to tax: 

1. Transfers of motor vehicles to a corporation, solely 
in consideration for the issuance of its stock, pursuant to a 
merger or consolidation effected under the law of New 
Jersey or any other jurisdiction; 

2. Transfers of motor vehicles to a corporation upon its 
organization in consideration for the issuance of its stock; 

3. Transfers of motor vehicles in the distribution of 
property by a corporation to its stockholders as a liq-
uidating dividend; 

4. Transfers of motor vehicles as a contribution of 
property to a partnership in consideration for a partnership 
interest therein; 

5. Transfers of motor vehicles in the distribution of 
property by a partnership to its partners in whole or partial 
liquidation; 

6. Transfers of motor vehicles where the purpose of the 
vendee is to hold the thing transferred as security for the 
performance of an obligation of the vendor. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Recodified the former introductory paragraph as (a); and recodified 
former (a) through (f) as 1 through 6. 

18:24-7.10 Procedures for motor vehicle dealers; forms 
and certificates 

(a) New Jersey motor vehicle dealers are required to exe-
cute and retain as a part of their records Form ST-10 if a pur-
chaser of a motor vehicle: 

1. Is a nonresident of New Jersey; and 

2. Has no permanent place of abode in New Jersey; and 

3. Is not engaged in carrying on in New Jersey any em-
ployment, trade, business or profession in which the motor 
vehicle will be used in New Jersey; or 

4. · Certifies that the motor vehicle has been contracted 
for delivery out-of-State (state must be designated) and the 
dealer affirms that the vehicle has been delivered to the 
purchaser in the aforesaid state. In all cases of sale to non-
residents, New Jersey motor vehicle dealers are required to 
forward a completed copy of Form ST-10 to the New Jer-
sey Division of Taxation. 

18:24-7.10 

Note: It is not necessary to complete Form ST-10 for 
sales of motor vehicles to New Jersey residents where 
the dealer collects the tax, or where, in cases of trade-
ins, the information required in Item III of Form ST-10 
is set forth in the invoice pertaining to such sale. 

5. The rules regarding the status of the purchaser of a 
motor vehicle as a resident of this State are set forth in 
N.J.A.C. 18:24-7.S(b). 

6. The sale of a warranty in conjunction with the sale 
of a motor vehicle qualified for exemption under this 
subsection is not subject to sales tax. 

(b) A Resale Certificate may be accepted by · a dealer of 
motor vehicles in cases of sales to other licensed dealers 
where the vehicle is purchased for resale, or is being acquired 
for rental purposes. A Resale Certificate may be accepted 
from a lessor registered for sales tax purposes in New Jersey. 
In all such cases, the purchaser's Certificate of Authority 
number and name and address must be shown on each sales 
invoice. The certificate itself should be retained in the deal-
er's files. 

( c) Exempt Organization Certificates may be accepted by a 
motor vehicle dealer where a vehicle is being acquired by an 
organization holding a valid Exempt Organization Permit 
issued pursuant to the provisions of subsection (b )(1) of 
Section 9 of the Sales and Use Tax Act. A statement should 
be made on the invoice to the effect that the sale was made to 
an exempt organization. The purchaser's Exempt Organiza-
tion Permit Number must be shown on each such sales in-
voice. The certificate furnished by the organization should be 
retained in the dealer's files. 

(d) Purchases of vehicles by the Federal Government or 
one of its agencies, or by the State of New Jersey or one of its 
agencies or political subdivisions, or by the United Nations or 
any international organization of which the United States is a 
member are not subject to tax under the provisions of sub-
section (a) of Section 9 of the Sales and Use Tax Act. A 
statement must be made on the invoice identifying the gov-
ernmental agency to which the sale was made. 

( e) The certificates listed below may not ordinarily be 
accepted by motor vehicle dealers as a basis for exemption 
from sales or use taxes: 

1. Exempt Use Certificates (Form ST-4); 

2. Direct Payment Certificate (Form ST-6A); 

3. Farmer's Exemption Certificate (Form ST-7); or 

4. Certificate of Exempt Capital Improvement (Form 
ST-8). 

(f) Prior to titling a motor vehicle, it is required that motor 
vehicle dealers indicate on both the new car Manufacturer's 
Certificate of Origin and the used car Dealer's Certificate of 
Ownership the fact that the sales tax has been satisfied. In 
order to evidence this fact, the prescribed "New Jersey Sales 
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18:24-7.10 

Tax Satisfied" stamp shall be used. On the new car Manufac-
turer's Certificate of Origin, the stamp shall be imprinted on 
the reverse side of the form above the section entitled "Third 
Assignment." On the used car Dealer's Certificate of Owner-
ship, the stamp shall be imprinted on the reverse side of the 
form above the section entitled "Schedule of Fees." 

New Rule, R.1971 d.157, effective September 2, 1971. 
See: 3 N.J.R. 21 l(a), 3 N.J.R. 162(a). 
Amended by R.1979 d.90, effective March 8, 1979. 
See: 11 N.J.R. 104(a), 11 N.J.R. 210(e). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In ( e )3, inserted "or"; in ( e )4, inserted "Exempt"; in (f), substituted 
the first and third occurrences of "Certificate" for "Statement" and 
substituted "evidence" for "indicate", transposed the periods from out-
side to inside the closing quotation marks following "Assignment" and 
"Fees", and inserted a comma following the second occurrence of "Own-
ership". 

18:24-7.11 Casual sales of motor vehicles 

Under the provisions ofN.J.S.A. 54:32B-3(a) and N.J.S.A. 
54:32B-8.6, casual sales, (as defined in N.J.S.A. 54:32B-2(u)) 
of motor vehicles, unless otherwise exempted, are subject to 
tax. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

18:24-7.12 Taxable and exempt services 

(a) The following services, except as hereinafter provided, 
sold or purchased by a dealer in motor vehicles, are subject to 
tax; provided, however, that where the following services are 
performed on tangible personal property held for sale by the 
purchaser of such services, the performance of such services 
is not subject to tax: 

1. Installing, maintaining, servicing, or repairing tangi-
ble personal property; where such si;rvices are sold by a 
dealer of motor vehicles, or any other person engaged in 
the performance of such services; for example, detailing, 
washing, waxing, installing electronic equipment or repair-
ing transmissions; 

2. Storage of tangible personal property, including 
motor vehicles; and 

3. Printing or imprinting tangible personal property, 
including motor vehicles, for example, etching of vehicle 
identification number. 

(b) None of the services in (a) above are subject to tax 
when rendered with respect to trucks, tractors, trailers or 
semitrailers by a person who is not engaged, directly or in-
directly through subsidiaries, parents, affiliates or otherwise, 
in a regular trade or business offering such services to the 
public. 

TREASURY-TAXATION 

( c) Purchases of tangible personal property by any person 
engaged in the sale of the services in (a) above for use by that 
person in the performance of such service are not subject to 
tax where the property so purchased becomes a physical 
component part of the property upon which the services are 
performed or where the property so sold is later actually 
transferred to the purchaser of their service in conjunction 
with the performance of the service. Thus the purchase of 
parts, lubricants, brake and transmission fluids, and similar 
items is not subject to tax if such items will be transferred in 
the performance of the services enumerated in (a) above. The 
purchaser of such items should issue a duly completed Resale 
Certificate (Form ST-3) to his or her supplier. 

( d) The purchase or use by any person engaged in the sale 
of services in (a) above of machinery, apparatus, equipment, 
tools, or supplies (not otherwise exempted) is subject to tax. 

( e) A separately stated and identified charge for a motor 
vehicle inspection by an official inspection station to obtain 
an approval sticker as provided under N.J.S.A. 39:8-1, et seq. 
is exempt from tax. The charge for any repairs or adjustments 
required to obtain an approval sticker for a motor vehicle as a 
result of an inspection rejection is subject to tax as provided 
in (a) above. 

(f) A separately stated and identified charge for towing a 
disabled or illegally parked motor vehicle by a wrecker or 
tow car is exempt from tax. The term "towing" includes the 
use of special transportation equipment such as a dolly or tilt 
bed truck. 

Amended by R.1984 d.126, effective April 16, 1984. 
See: 16 N.J.R. 235(a), 16 N.J.R. 926(b ). 
Amended by R.1984 d.380, effective September 4, 1984. 
See: 16 N.J.R. 1466(a), 16 N.J.R. 2379(c). 

New (f) added. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a)l, inserted "for example, detailing, washing, waxing, installing 
electronic equipment or repairing transmissions;"; in. (a)2, inserted 
"and"; in (a)3, inserted ", for example, etching of vehicle identification 
number"; in (b), (c) and (d), substituted "(a) above" for "enumerated in 
subsection (a) of this Section"; and in (c), substituted "Purchases" for 
"The purchase" and inserted "or her". 

18:24-7.13 Taxability of motor vehicles used by 
manufacturer before sale; computation 

(a) Manufacturers of motor vehicles who withdraw such 
vehicles from inventory or stock for company purposes such 
as demonstration, promotional or executive use, prior to the 
sale thereof, shall be required to pay a tax on such uses. 

(b) The tax shall be computed and paid monthly by the 
motor vehicle manufacturer as part of the regular monthly 
report of taxes due on the sales and use of taxable property 
and services. · 

( c) The basis· for tax shall be determined by multiplying 
.25 times the sum of $500.00 plus the total invoice cost to 
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. distributorsi or dealer of ve11icles of the sf!llle ma,ke, model 
and acces~ory equipment. . . 

( d) .Ju. con;1.pµting the tax; the basj~ for tax as corrtpiited in 
· (c) above sball·.be divided by 12. IDJ,d the resµlt rrtllltiplied by 
.07 toeffeqnra,teJh.e sevenl)erc~t ta,x imposed pwsuant t<> 
N.J.S.A. 54:32B,.6.. . . . 

: . . _- ' •'".,, ,., : ' . 

1'-few'RuJe; R:19'7fd.157,effective $eptembel'2, 1971. 
See: 3 N.J.ll. 2U(a), 3 N.J,ll, \(i2(a). .. .· . . . 
Amellded by '.R.1993 · li.3 P, etfective July ~. 1993. 
See: gs !IT.J.R. H86(a), 25N.1,ll. 2899(c),. .. 
Ameiided by R,199(f d,21(>, effective M~Y 6, W96. 

· See: 28 N.J.R. 808(a), 28 NJ.R. 2402(a), · · 
New b3!!iS fontillla in (c) and ( d). . . ·. . < .... 

Amended, byR.2Q08 d.356, effei;:tive }?ecepil!tir J, 2.008, 
See: 40 N.J.R.l7.17(a), 40 J>I.J.ll. (j8.32(a), . . . ·. . . · 

. In (d), substitu~d ''.Qr for ".06" ~d "~eye1.f for "sh,c", 

18:24-7.14. Taxability of motor v~hi~Jes with<Jra~ frow 
inveJ1tory of motor ve)ljcle. d,ea\er; 

. · cQmpp:tation · · · · 

( a}. Vehicles actµ!llly aold t<> 11~lesm~, p~er or oter 
offa:ial ofthe <lealer's company are sµbject t9 the New Jer!!ey . 
Sales1.'a,x onthe purchase pnce, or, .. if there is a trade,.in, on 
the purchase price less the trade~ip allowan(.)e, 

.· .. ··.·.·.·. ·.·. _..-. ···.· ·, - . .·· . . : .... ·.· .... •· 

(b) RetaiLdealers of motor vehicles Who witliclraw sµch 
vehl.cles from inventory or .stock prior to .. the s~lethere .. of, 
shaU be ~quirecl t<>' pay a compep.s~ting use t11x OP. such uses 
unless the vet:iic1e is assigned to and used by a full+time aµfo- · 
mobile salesperson. · 

. , 

l. 'fhe ta,x shall.be computed a,r,l(J pai<.J moJ;J,thlY by tI:ie 
retail .. dealer .as part. of the .. re$J,daf D1op.tltly rep9Ji of t~es 
due onthe sale and use oft~abl~ property or services. · · 

· 2.. Th,¢ basis f~rt~ shall be cletenµinedby inµltiplying 
.25 times the .imm•.e>,f.ill~µf~er'§susges~ectFst prke of 
. the inqtor :ve\tl9le plus $~ .. 00,0Q; }f the tnotor vewcle)s 
· used,. the basis f9rJax ·shall· b.e. detennined by rrtultipl~g 
.25 times the sum·· of the. average· retail price listed. for the 
vehiple in the N,A..l).A. Offi,ciaJJJs.ed yarQ:uicle, Qf similar 
N.A.D.A. official guides for other Pl:ltegories of use,cl YeW-
cles, for.the year a9(1 month qfwitbdrawal, plµs $50Q.00. 

: . ,· _,, .. . ,··.,, ',• . ' ' 

3; Iri coµipµtin.g lbe tax, th~ basis fort~ IlS computed 
in (b )2 above shaU be divided by 12 ancl the result myl,. 
tiplied by .Q7 tQ effectµate .. the ~evep..percent•mx imPQsed 
under N.lS.A. ~4:32B-6,. . 

( c} Tlwe Sbl:lll pe no COlllp~sating µse ta,x imposed Oil ~he 
use ·of an automobile by a ret.1:1:il dei:t1er dµrjµg i:t petjQd wI:ien 
the motor veJ:iiele is assigned to ancl µseq by 11 .. fulhtime auto-
mobile salesperscm ei;nployed by the dealersW,p. · 

. '• -· ' .. 

1. F'or purposes of ims section; i:t "fµll~time aµtomobJle 
salesperson errtployed l,y the cle~ership" means any i,u:dj .. vidua) wh,o: .. •.. . . . . ·• 

,, .· 

i. ..· ls employed by a retail dealer of automobiles; 
ii. '. ·· Cristot\l~ly !!p~ds ;t least half 6fa n.ormal busi .. 

ness .Jay peyfO\'O,lUlg the fµp,cttQ(I.S c;,f a ~9or salespersp~ 
or sales m~ger; · ·· 

,' ' '.--•:, ··.-' . . .::_:·-

m. 'Qireptly tW€;agl?S in Sµbsl~tial prolllotion. Md 
n.eg~ti~tion of salesto.p~s.tQm~s; . . . . . . . . . . . · ....... ·.·•· • 

iv, Cµ;to~arily wo*s a nUD1Per of h.ollfs. coJ;J,si<;l~e4 
fiJJl:,tiwe in the incll1$try; ~Yl at a· rate not less tban .. l,Q0Q 
hoµrs.pe~ year; im4 ·· · · · · · 

V . . • . I>eriyeS atJeasf is peyc~t of lus or })er $f~$S 
inco111e from the. al)t<>rrtobUe deal~rsbip as , 4ir~ct resµlt 
?f tb.e acti~itie!!Jistecl ji).(1:1)lit~9µglt iii ab9ve. · ·. ·. 
4. The µse ta,x eJ¢emptiop s~lfi:tpplyto mot()f vehic,es 

a,ssig;Q.ed. tc, .• anp · ll.sed. t,y. S\lCh. tlill~.tjt,ne llµtp1119bile sale~-
persons e.n.ployed by the d.ealel'.!!h.ip,. regar4}ess · of wlteffi., 
or nottb.e salesperson. uses the Vehicle ex:chisiveJy fQr tbe 
J?l'Omqti()u of the 4e~~s\ip's bµsipess. There is no exe111ll;; 
tion for motor velucles ()tli~ Jhatl ~utomo~iles f4al ai-e 
with.~~ · from inv~!OJ'Y (or the µse of 11 MHµ1je 
sillesperSQµ, · · · 
(d) Jnord~ to l)e entitled tQ tl:ie e~etnptfoJ1 providedJn. (¢) 

ab?Ye; .. dealer11hall file tog;etb.er with the qu~erly rt,furµ, a 
. 9erti~catio11 ·wh.erein the dealeJ certitles the. type,· assi~e,it 
· f!114 .. usage Qf al!• compa,ti)h9lWe4 .· 111QtQr . veltj,cles. "1it4dtawn 

· from inv¢ntory 9r stQcl.(, wltic~ certificate shall be on. a form: 
pre~crib~dbytµeDirector ~>ftlje Pivisio~ of Taxation.. · · · 
R. l971 d.Zl8, effe;ive JJ~i;:elllbet' 10, 1971. 
Se:e: 4 N.J;R. l~(Q); 3 N,J.ll, 734(b). . 
Aroen4ti4 by ll.199(i dZl6, tiffe:Qtive: May (i,1996. 

· See: . 28 N,J,J\. 808.(a), ZS :N.J.R. 740~(a), . 
R.e~i)te: secti-;>ll. · · .· ..... · .·· · ... · ..... ·.·.·• . i ... . •. . · · 

J\lllended by R.7Q()8•d,356, efieQtive I>eceipber 1,7008. 
See: 40.N.J.ll.1771(a), 4Q N.J;R, 6837(~) ... · 

In (b)3, $u,l)stitu,ttid ".07"f?f '\06? ~4 "~tiVen." fol' ''silc" • 

1~:24~7~15 l,:eit$~s;•n4 f~Jlt11I~ of motor vebi,~l~!! 
(a).·.Lea.se or<r~tfll wean11. ijµy.··tt~sfer ·.<>fp?s~~s~io1j: ()f 

coJttrol <>f.tangjble·p~sonal propeyty,for .a foi;ed•or indeter;. 
mµiate tem,J., for ··co1;1,sideraµo1,,1,, A· lease or rental agr~nie11t 
may illclu,d¢ future .. opti9ns to pµrchase the property or to 
exte11d the lea!!e or re1,1tal, Tb~ .tCl'll.ls 1'lease'' wi4 ''l:ental'' ll)il:)r 
be ,11sed b:ttercJl~geably, for leases !Uld reµtals beginning• OP 
or after October 1, 2,00,. · · · · · · · 

(1') W4en the sal¢!l t~ ipust be collected imd re~tt~4 
depe11ds op wI:iether the lease <>r r,CJ,1t1Jl agieeem~t ls for a t¢©l 
of s~ m911tha or less, odor i:t term of mc:>r¢th1:1P s~ ip,onths. 

( C) Leases ~4 rent~l!! of1119tor vel:iicles begjni:ili,ig OP. or 
after OctQl11}f l, 200,, are treated accordin.g to tlie mles ~et 
forth in: N,;r.A,.c, 1~:2,4 .. ~2. . 

i .. Cµstoro-ers are liableJor slll,es ta,x oµ the leases 6r 
renmls of motor veWcles. 

2. lf tlte rental or leas~ ia for a term of s~ .. mo11th$ J>r 
less, the cµst901eJ' is charged smeii ti:tx on the totl!l of the 
~erio4ic paym,ellts. due c,r tb,e <>riginal pµrclut!!e price .. of the property, ·· · · ··· · · · · .·. 
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3. If the lease or rental is for an original term of more 
than six moaths, . the customer pays sales tax 011 an ac-
celerat(Xt basis, on either the lessor's original pwchase 
price for the piotor vehicle or the total of the periodic 
payments required under th,e lease agreement. The periodic 
payments include paYIJlents receiv(Xi at the inception of a 
lease ( down payments, rebates, etc.). Regardless of the 
111ethod µsed, the full amount of the tax is dµ.e on an 
accelera~ basis, during the period when the lease or rental 
begins. 

4, Sourcing of r~eipts from leases or nm.tats is gov-
en>,ed )?ythe following principles: 

i, Whe11. the rental or lease is for a term of six 
months or less, each pm.odic payment is sourced to the 
state that is the prnllary property location <>f the motor 

. vehicle, which is the adc;lress provided by the customer 
and maintaJned in the lessor's business records in good 
faith; and 

iL Jf the lease or rental is for a term of more than six 
months, ·the ·accelerated paymcmt is sourced to the state 
when, the vehicle Wl.\S deliv~ to the customer, unless 
an exemption applies. 

5. Wh,en a motor vehicle subject to a lease for a tenn of 
more tha,i;t six, months is relocated to or· from New Jersey 
before expiration of th,e lease, the lease is treated in ac-
cordance with N.J,A.C, 18:24-32,5. 

( d) Leases for a term <.>f more than 28 days that began 
before October 1, 20.05, are subject to use tax payable by the 
lessor and ·are not taxable to the lessee. (~ee also N.1.A.C. 
18:24-32,7,) 

1. Leases that begf,l,tl before October 1, 2005, .. remain 
, nontaxable to the lessee. 

2. Renewals on or after October 1, 2005, of leases tJ,iat 
· began before October 1, 2005, are treated as new leases 
and are taxable to th,e les~e, unless sales tax was paid on 
the ori~al pur9b.a$e price of the motor vehicle.· 

ll!ld N¢w R.l008 4356, efJ~ve Decembw 1, 2008, 
S~: 40 N.J,R. 1777(a), 40 N.J.R. 6332(a). 

$ectl9n was "R!mting motor vehicles". 

18:24-7.16 Issuance and acceptance of resale and 
exempti,on certificates 

MQtor vehicle (!~ers in issuing or accepting certificates, 
affidavjts, or other docwnentary evidence as a basis for 
exemption fu,)m any tax n,nposed by N.J.S.A. 54:32B-1 et 
seq. are s1,1bject to the rules set forth in subchapter 11 of this 
chapter. · · 

18:24-7.17 Retention ofreco1'1s 
(a) I;n general, mQtor vehicle dealers are sul,lject to the 

reCQ~~blg ~~ents set forth in N.J.A.C. 18:24-2. 

TREASURY~TAXATION 

(b) All certificates, affidavits, or other documentaey evi- • 
dence accepted by. a motor vehicle dl;laler as a basis for 
exemption from any tax imposed by the Sales and Use Tax 
Act (N.J.S.A. 54:32,B~l et seq.) shall be retained by said 
dealer for a period of not less than four years from the "8,te Qf 
the use of such certificate as a basis for exemption. 

(c) A copy of the certificl;lte of title of a vehicle accepted 
as a trade.in in accordance with N.J.A.C. 18:24-7.4 shall I,e 
retained by the d,ealer for a period of not less than four years 
from the date of the sale in which the trade-in was allqwed. 

Amended by R.2000 d233, ef(ective June 5, 2000. 
See: 32 N,J.R, 29(a), 32 N.J.R. 2110(b). . 

In (a), 11ubstituted "subchapt~ 2 of this chapter" with "N.J.A.C. 
18::Z~:Z" ll!ld added paragraph ( c), · 
Amended byR,2014 d.040; effective March 17, 2014. 
See: 45 N.1.R. 1092(a), 46N.J.R. 552(a). 

In (b ), del!lted "in good faith" following "accept<ld". 

18;24-7.18 Exemption for sale, lease or rental c,f certain 
co..-,mercial trucks and vehicles used in · 
combination therewith ·. · · · 

(a) Receipts from sales of the follQwing are exempted 
from the tax imposed under the Sales and Use Tax Act: 

1. Sales, rentals or leases Qf collllllercial trucks, t,uck 
tractors, tractors, trailers, semi-trailers, and vebjcles t;ased in 
combination therewith, as defined in N.J.~.A. 39:hl, 
which are properly registered as defined in N.J.S.A. 39:3-
6.1, and: . 

i. Have a gross vehicle weight rating in excess Qf 
26,000 pounds; 

ii. Are operated actively and exclusively for the 
caniage of interstate freight; or · 

iii. Are registered· pursl:Ulll~ to N.J.S.A. 39:3 .. 24 or 
39:3-25 wd have a gross vehicle weight ratjng in excess 

· of 18,000 pounds; and · 

2 .. · Repair parts and replacement parts for sµch yehicles. 
Pl\fl:s shall not include lubricaJ:1ts, motor oil or antifreeze.· 

(b) For the purposes of this section, "gross vehictf;} weight 
rating" means the value specified by the manufactl,trer as the 
loadeq. weight of the single or <;ombination vehicle and, if the 
i:panufacturer has not speeified a val~ fQr a towed vehicle, 
means the value spe~iliaj for the towing · vehicle plus the 
loaded weight of the towed unit. · 

(c) For the purposes of 6lis section, 1imck" means every 
motor vehicle designed, 1,1sed, or maintained primarily fo.r the 
transportation of property. 

( d) For the purposes of this section, •~k tractor'' means 
every motor vehicle designed and used prbnarily for d,rawing 
other vehicles and not so constructed as to carry a load· o1;her 
than a part of the weight of the Vf;}hicle and l9ad so drawn. 

Su,pp. 3 .. 17~14 24~4 
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(e) For the purposes of this section, "trailer" means every 
vehicle with or without motive power, other than a pole 
trailer, designed for carrying persons or property and for 
being drawn by a motor vehicle and so constructed that no 
part of its weightrests upon the towing vehicle. 

(f) For the purposes of this section, "semitrailer" means 
every vehicle with or without motive power, other than a pole 
trailer, designed for carrying persons or property and for 
being drawn by a motor vehicle and so constructed that some 
part of its weight and that of its load rests upon or is carried 
by another vehicle. 

(g) For the purposes of this section, "vehicle used in com-
bination therewith" means and includes motor-drawn vehic-
les, such as trailers, semitrailers, or pole trailers. 

(h) For the purpose of motor vehicle dealer records indi-
cating why sales tax has not been collected on sales of motor 
vehicles exempt from tax under this section or repair parts 
and replacement parts therefor, the dealer. is required to re-
ceive a properly completed Exempt Use Certificate (Fonn 
ST-4) from the purchaser whether such purchaser is or is not 
registered with the Division of Taxation. When the purchaser 
is· not registered with the Division of Taxation, a Certificate 
of Authority number is not required. However, an identifi-
cation number or New Jersey registration plate number must 
be shown on Form ST-4. 

(i) Nonconventional type motor vehicles not designated or 
used primarily for the transportation of property and only 
incidentally operated or moved over a highway, such as ditch 
digging apparatus, well-boring apparatus, road and general 
purpose construction and maintenance machinery, asphalt, 
spreaders, bituminous mixers, bucket loaders, ditchers, level-
ing graders, road rollers, earth-moving carryalls, self-pro-
pelled cranes, earth-moving equipment, bulldozers, road 
building machinery, and so forth, vehicles which operate on 
general registration plates transferable from vehicle to vehicle 
and which identify the ownerrather than the vehicle, are not 
exempt from sales tax. 

G) Equipment mounted on vehicles exempt from tax under 
this section is eligible for exemption only if it is an integral 
part of the basic vehicle, and the basic vehicle would lose its 
identity should the equipment be removed. If the equipment is 
not an integral part of the vehicle and can be severed from the 
vehicle, the equipment is not exempt from tax. 

Example 1: Motor vehicle bodies or bodies on vehicles 
used in combination with exempt vehicles, such as trailers or 
semitrailers, permanently mounted so that they effectuate the 
purpose for which the vehicle is intended are exempt from 
tax. 

Example 2: Devices used in or on vehicles for effectuating 
business purposes, such as shortwave receiving and transmits 
ting of messages, are not considered an integral part of such 
vehicle and are not exempt from tax. 

New Rule, R.1977 d.484, effective December 29, 1977. 
See: 9 N.J.R. 594(a), 10 N.J.R. 81(a). 
Amended by R.1980 d.197, effective May 6, 1980. 
See: 12 N.J.R. 219(b), 12 N.J.R. 355(a). 
Repeal and New Rule, R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

18:24-7.19 

Section was "Sales, renting or leasing of commercial motor vehicles 
and vehicles used in combination therewith exempt from tax". 
Amended by R.1999 d.386, effective November 15, 1999. 
See: 31 N.J.R. 1299(a), 31 N.J.R. 3750(a). 

In (a)l, substituted "properly registered as provided by New Jersey 
law, pursuant to N.J.S.A. 39:3-6.1" for "registered in New Jersey" 
following "which are" in the introductory paragraph. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Sales, renting or leasing of commercial motor vehicles 
and vehicles used in combination therewith exempt from tax". In the 
introductory paragraph of (a)l, substituted "rentals or leases" for 
"renting or leasing" and the second occurrence of "defined in" for 
"provided by New Jersey law, pursuant to"; in (a)li, deleted "or" at the 
end; in (a)lii, deleted "pursuant to a certificate or permit issued by the 
Interstate Commerce Commission" following "freight"; in (a)liii, 
deleted "N.J.S.A." preceding "39:3-25" and substituted "; and" for a 
period at the end; and in (h), deleted "Interstate Commerce 
Commission" preceding "identification". 

18:24-7.19 T.axation of manufactured and mobile homes 

(a) This section is intended to clarify the taxation of manu-
factured or mobile homes under the provisions of P .L. 1983, 
c. 400, approved December 22, 1983. This section does not 
apply to the sale of modular buildings because they are not on 
a permanent chassis. 

1. For the purposes of this section, the following terms 
shall have the following meanings: 

i. "Manufactured or mobile home" means a unit of 
housing which consists of one or more transportable 
sections which are substantially constructed off site and, 
if more than one section, are joined together on site; is 
built on a permanent chassis; is designed to be used, 
when connected to utilities, as a dwelling on a perma-
nent or nonpermanent foundation; and is manufactured 
in accordance with the standards promulgated for a 
manufactured home pursuant to the "National Manu-
factured Housing Construction and Safety Standards Act 
of 1974", Pub. L. 93-383 (42 U.S.C. § 5401, et seq.) and 
the standards promulgated for a manufactured or mobile 
home pursuant to the "State Uniform Construction Code 
Act", P.L. 1975, c.217 (C. 54:27D-119, et seq.). 

ii. "Trailer or housetrailer" means a recreational 
vehicle, travel trailer, camper or other transportable, 
temporary dwelling unit, with or without its own motor 
power, designed and constructed for travel and recrea-
tional purposes to be installed on a nonpermanent 
foundation if installation is required. 

iii. "Manufacturer's invoice price" means the price 
charged by the manufacturer to a purchaser for a new 
manufactured or mobile home, including any amount for 
which credit is allowed by the manufacturer to the 
purchaser, the charge for the manufacturer-installed ac-
cessories, options, components or other taxable tangible 
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personal property, without any deduction for expenses, 
early payment discounts or the value of a trade-in. 

iv. "Dealer" means any person who sells· manufac-
tureq and mobile homes, trailers or housetrailers and 
other tangible personal property ip. New Jersey in the 
regular course of business and who is registered as a 
seller with the Division of Taxation, whether or not 
licensed as a motor vehicle dealer with the Motor Ve-

. hicle Commission. 

v. "New manufactured or mobile home" means 
only a newly manufactured unit. 

vi. "Used manufactured or mobile home" means a 
unit which has become what is commonly known as 
"second hand" within the ordinary meaning thereof. 

vii. "First sale" means a retail sale as defined by the 
Sales and Use Tax Act. 

(b) On and after December 22, 1983, the first sale of a new 
manufactured or mobile home is subject to sales tax based 
upon the manufacturer's invoice price. 

1. The sale of a new manufactured or mobile home by 
the manufacturer or other seller to a contractor, subcon-
tractor, homeowner or other ultimate consumer is a retail 
sale and the tax must be collected from the purchaser at the 
time of sale and remitted to the Division of Taxation. 

2. Where the manufacturer or other seller sells a new 
manufactured home to a homeowner or other ultimate 
consumer and agrees to install the home for the purchaser, 
the manufacturer or other seller is acting as a contractor 
and the tax is due directly from such person. Sales tax is 
not collected from the purchaser. · 

i. Where a new manufactured or mobile home is 
purchased from a manufacturer or other seller who is not 
a registered seller in New Jersey for sales tax purposes, 
the purchaser must pay the tax directly to the Division; 
provided, however, that where the manufacturer's in-
voice price cannot be ascertained, the tax is based on the 
purchase price. · 

3. The sale of a new manufactured or mobile home by 
the manufacturer to a dealer is a sale for resale, and in the 
subsequent resale the tax applies to the manufacturer's 
invoice price as follows: 

i. · Where the dealer sells a new manufactured or 
mobile home to a contractor, subcontractor, homeowner 
or other ultimate consumer, the sales tax must be 
collected from the purchaser by the dealer and remitted 
to the Division of Taxation. 

Example: Dealer X sells a manufactured hoine to Y 
for $30,000. The manufacturer's invoice price, including 
a charge for certain home furnishings, was $19,500. The 
cost of freight into dealer X's place of business was 
$500.00. The taxable receipt is $20,000 and the sales tax 

TREASURY-TAXATION 

is stated to and collected from the purchaser at the rate 
of seven percent, or $1,400. 

ii. Where the dealer sells a new manufactured or 
mobile home to a homeowner or other ultimate con-
sumer and agrees to install the home for the purchaser, 
the dealer is acting as a contractor and the tax is due 
directly from the dealer. Sales tax is not collected from 
the purchaser . 

Example: Dealer X sells a new manufactured home to 
Y and agrees to install the unit in a mobile home park. 
The manufacturer's invoice price, including a charge for 
certain home furnishings, is $19,500. The cost of freight 
into dealer X's place of business is $500.00. The deider 
is liable for the tax on $20,000 or $1,365. No tax on the 
manufactured home is stated to or collected from the 
purchaser. 

iii. The sale of a new manufactured home by a 
dealer or other seller to a dealer is a sale for resale and 
the acquiring dealer may issue a valid New Jersey 
Resale Certificate (Form ST-3); however, that sales tax 
is due at the time of retail sale on the price paid by 
acquiring dealer whenever the manufacturer's invoice 
price cannot be ascertained. 

(c) The sale of dealer-installed accessories, options, com-
ponents or other taxable tangible personal property for either 
a new or used manufactured or mobile home is subject to 
sales tax based upon the retail sales price, whether or not the 
dealer also agrees to install the home for his customer; 
provided, however, that where the dealer does agree to install 
a home for his customer, the purchase of the construction 
materials, supplies and equipment is subject to tax as pro-
vided by subsection (e) below. 

1. Dealer-install-ed accessories, options, components or 
other taxable tangible personal property are items such as 
furniture, fixtures, furnishings, appliances, attachments or 
similar tangible personal property which are not included 
with the home upon sale by the manufacturer or 
permanently incorporated as a part of the home at the time 
of manufacture. The latter can include items such as air 
conditioning units, sinks, cabinets, counter tops, exhaust 
hoods, water heaters, etc. A Certificate of Capitalimprove-
ment (Form ST-8) cannot be issued by the purchaser in 
connection with the purchase of dealer-installed options, 
accessories or components. 

(d) On and after December 22, 1983, the sale of a used 
manufactured or mobile home by any person, including a 
dealer, is exempt from sales and use tax, whether or not the 
home is located in a.mobile home park. 

(e) On and after December 22, 1983, the permanent 
installation of a new or used manufactured or mobile home 
results in a capital improvement to real property, whether or 
not the home is installed in a mobile home park. (See 
N.J.A.C. 18:24-5.7). 
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1. Services performed by a contractor, subcontractor, 
manufacturer or other seller or dealer acting as a contractor 
or subcontractor and rendered in connection with the 
permanent installation of a new or used manufactured or 
mobile home for the purchaser are exempt from sales tax; 
provided, however, that a duly completed Certificate of 
Exempt Capital Improvement (Form ST-8) has been ob-
tained from the purchaser and retained by the contractor or 
dealer for his or her permanent records. 

2. Sales of construction materials and supplies, con-
struction equipment or taxable services to a contractor or 
subcontractor, manufacturer or other seller or a dealer 
acting as a contractor or subcontractor, for use in the in-
stallation of a new or used manufactured or mobile home 
are subject to sales tax or use tax as provided by N.J.A.C. 
18:24-5. 

(t) The sale of a new or used trailer or housetrailer is 
subject to sales tax as provided for other motor vehicles in 
this subchapter. 

(g) A certificate of ownership for a new or used manu-
factured or mobile home will not be issued by the Motor 
Vehicle Commission except upon proof, in a form approved 
by the Division of Taxation and the Motor Vehicle Com-
mission, that any tax due on the sale or use of a new 
manufactured or mobile home has been paid or that no such 
tax is due. 

(h) The rental or lease of a manufactured or mobile home 
that has already been permanently installed in a mobile park 
is not subject to sales tax. 

New Rule, R.1980 d.149, effective April 9, 1980. 
See: 12 N.J.R. 16l(b), 12 N.J.R. 293(e). 
Amended by R.1981 d.206, effective July 9, 1981. 
See: 13 N.J.R. 163(b), 13 N.J.R. 465(b). 

Section amended to include taxation through December 31, 1981. 
Amended by R.1983 d.367, effective September 6, 1983. 
See: 15 N.J.R. 1088(a), 15 N.J.R. 1488(a). 

Moratorium on taxation of mobile homes imposed until December 31, 
1983. 
Amended by R.1984 d.156, effective May 7, 1984. 
See: 16 N.J.R. 359(a), 16 N.J.R. 1098(a). 

Section substantially amended. 
Amended by R.1984 d.431, effective October 1, 1984. 
See: 16 N.J.R. 1965(a), 16 N.J.R. 2689(a). 

(h): added "not" subject to sales tax and deleted "as provided in 
N.J.A.C. 18:24-3". 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "seller" for "vendor" throughout; in the introductory 
paragraph of (a), substituted "c. 400" for "c.400"; in (a)liv, substituted 
"Motor Vehicle Commission" for "Division of Motor Vehicles"; in the 
Example paragraph of (b)3i, deleted "1" following "Example", 
substituted "$500.00" for "$500", "seven" for "six" and "$1,400" for 
"$1,200"; in the Example paragraph of (b)3ii, deleted "1" following 
"Example", substituted "$500.00" for "$500", "$20,000" for "$19,500' 
and "$1,365" for "$1,170"; in (e)l, inserted "Exempt" and "or her"; in 
(g), substituted "Motor Vehicle Commission" for "Division of Motor 
Vehicles" twice; and in (h), inserted "that has already been". 

18:24-7.21 

18:24-7.20 Exemption for certain buses 

(a) Sales of buses for public passenger transportation to 
bus companies whose rates are regulated by the Surface 
Transportation Board of the United States or the New Jersey 
Department of Transportation are exempt from sales and use 
tax. 

(b) Sales of buses to affiliates of companies referred to in 
(a) above or to common or contract carriers, for use in trans-
porting children to and from school, are exempt from sales 
and use tax. 

( c) Charges for repair services or for repair and replace-
ment parts for the buses categorized in (a) or (b) above are 
exempt from sales and use tax. 
New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

18:24-7.21 Exemption for limousines 

(a) A "limousine" is a motor vehicle that satisfies the 
following criteria, it: 

1. Is registered pursuant to N.J.S.A. 39:3-19.5 or regis-
tered as a limousine under the laws of another state or of 
the United States; 

2. Is used exclusively in the business of carrying pas-
sengers for hire to provide prearranged passenger trans-
portation at a premium fare on a nonscheduled basis, that is 
not conducted on a regular route; 

3. Has a seating capacity not exceeding 14 passengers; 

4. Has a seating capacity (including driver) that is not 
more than five persons in excess of the seating capacity at 
the time of manufacture; and 

5. Does not include taxicabs, hotel shuttles or buses, 
airport shuttles or buses, buses employed solely in trans-
porting schoolchildren or teachers to and from school, or 
vehicles owned and operated by a business for its own pur-
poses without either charge to passengers or remuneration 
to the business. 

(b) Receipts from the sale of a limousine, to a person li-
censed under N.J.S.A. 48:16-17 to operate a limousine ser-
vice, are exempt from sales and use tax. 

( c) Receipts from the sale of repair services or repair or 
replacement parts for a limousine, operated by a person 
licensed under the laws of New Jersey, or of another state, or 
of the United States to operate a limousine service, are ex-
empt from sales and use tax. 

( d) A person qualified to claim sales tax exemption under 
this section and providing transportation services in this State 
is presumed to be providing transportation services that may 
be subject to sales tax pursuant to N.J.S.A. 54:32B-3(b )(13). 
See N.J.A.C. 18:24-27.3. 
New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 
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SUBCHAPTER8. EXEMPTNONGOVERNMENTAL 
ORGANIZATIONS 

18:24-8.1 General statutory exemption to qualified 
. organizations · · · 

(a) N.J.S.A. 54:32B-9(b) provides for exeinption from 
sales and use taxes on any sale or amusement charge by or to, 
and any use or occupancy by certain nonprofit organizations 
described in N.J.S.A. 54:32B-9(b), hereinafter referred to as 
Section 9(b ), where such sales, charges, uses or occupancies 
are directly related to the purposes for which qualified or-
ganizations have been organized. 

· (b) Specifically, organizational exemption is afforded to 
any corporation, association, ·trust, or community chest, fund 
or foundation organized arid operated exclusively:· 

1. For religious, charitable, scientific, testing for public 
safety, literary or educational purposes; 

2. For the prevention of cruelty to children or animals; 

3. As a volunteer fire company, rescue, ambulance, 
first aid or emergency company or squad; 

4. As a National Guard organization, post or associa- · 
tion, or as a post or organization of war veterans, or the 
Marine Corps League; or as an auxiliary unit or society of 
any such post, organization or association; or 

5. As an association ofparents and teachers of an 
elementary or secondary public or private school. . 

( c) Organizational exemption in accordance with (b) 1-5 
above, is permitted, provided that no part of the net earnings 
inures to the benefit of any private shareholder or individual, 
no substantial part bf the activities is carrying on propaganda, 
or otherwise attempting to influence legislation, · and the 
organization does not participate in, or intervene in (including 
the publishing or distributing of statements) any political 
campaign on behalf of any candidate for public office. 

(d) Organizations seeking to qualify for exempt organi-
zation status must meet the eligibility requirements set forth 
in this• subchapter, and comply with all procedural require-
ments contained · in this .. subchapter, . in addition to the re-
quirements in (a)-(c) above. 

Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R 3848(a). 

In (a), substituted "N.J.S.A. 54:32B-9(b)" for "N.J.S.A. 54:32B-
9(b )(1 )" preceding ", hereinafter" and substituted "9(b )" for "9(b )(1 )" 
preceding "where such sales"; rewrote (b). . 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Rewrote (b) through (d). 

18:24~8.2 Exemption not based 90 nonprofit status 

An organization is not exempt from tax merely because it 
is a nonprofit organization. In order to ~stablish this exemp~ 
tion, it is necessary that every organization claiming exemp-

TREASURY-TAXATION 

tion; file with the Division of Taxation an application Form 
REG-lE. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.i.R. 2899(c) . 
Amended by R. 1998 d.288, effective June 1, 1998; 
See: 30 N.J.R. 1206(b); 30 N.J.R.2070(b). 

Substituted a reference to Form REG~lE for a reference to form ST-
5B. 

Case Notes 
Dental service corporation, though entitled to exemption from sales 

tax, was not tax exempt until it actually applied for and was.approved for 
that status; corporation not entitled to refund of sales tax paid prior to its 
application. New Jersey D.ental Service Plan, Inc. v. Baldwin, 7 N.J.Tax 
421 (Tax Ct.1985) affirmed per curiain 8 N.J.Tax 335 (App.Div.1986). 

18:24-8.3 Reliance oil granted exemption; change in 
status 

Subject to the power of the Director, Division of Taxation, 
to revoke· rulings because of a change in the law or 
regulations or for other good cause, an organization that has 
been determined by the director to be exempt under Section 
9(b) may rely upon such determination so long as there are no 
substantial changes in the organization's character, purposes 
or methods of operation. 

Amended by R.-2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Substituted "9(b)" for "9(b)(l)". 

18:24-8.4 Application for exemption; information 

(a) An organization claiming exemption under Section 
9(b) shall file the fornial application Form REG-IE, in ac• 
cordance with the instruction on the form or issued therewith. 

(b) The applicant may be required to show: 

1. The character of the organization; 

2. The purpose for whichit was organized; 

3. Its actual activities; 

4. Sources of its income and receipts and disposition 
thereof; 

5. Whether or not any part of its income or receipts is 
credited to surplus or niay inui:e to the · qenefit of any 
private shareholder or individual; 

· 6. Names andtfrles ofpriticip0alofficers; and 

7. In general, all facts relating to its operations which 
may affect its right to exemption. 

( c) To each application should be attached: 

1. A confe>rmed _ copy of the articles of incorporation;; 

2. The declaration of trust, or other instruments of sim-
ilar import, setting forth the permitted powers and the au-
thorized activities of the organization; 
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3. The by-laws or other code or regulations; 

4. The latest financial statement showing the assets, 
liabilities, receipts, and disbursements of the organization. 

5. A copy of the organization's Federal tax determi-
nation letter or ruling issued by the Internal Revenue Ser-
vice. 

(d) Each application shall contain or be verified by a writ-
ten declaration that such application is made under oath and 
therefor subject to the penalties for perjury. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a), substituted a referellce to Form REG- IE for a reference to 
Form ST-5B. . 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "9(b )" for "9(b)( 1 )", 

18:24-8.5 Private shareholder or individual defined 

The term "private shareholder or individual" in Section 
9(b) refers to persons having a personal and private interest in 
the activities of the organization. 

Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Substituted "9(b )" for "9(b )( l)". 

SUBCHAPTER 9. REQUIREMENTS RELATING TO 
EXEMPT PRIVATE ORGANIZATIONS 

18:24-9.1 Organizational and operational requirements 
of exempt organizations 

(a) In order to be exempt as an organization described in 
Section 9(b ), an organization must be both organized and 
operated exclusively for one· or more of the purposes spec-
ified in this subchapter. 

(b) If an organization fails to meet either the organizational 
test or the operational test, it is not exempt. 

Amended by R.2003 d.348, effective August 18; 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "9(b)" for "9(b)(l)". 

18:24-9.2 Exempt purpose defined · 

The term "exempt purpose or purposes," as used in this 
subchapter, means any purpose specified in N.J.S.A. 54:32B-
9(b). 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Deleted ", as defined and elaborated in Section 8.6 of this Chapter" at 
the end. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Substituted "9(b )" for "9(b )( 1 )". 

Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

18:24-9.3 

Substituted "or" for "of' and "N.J.S.A. 54:32B-9(b)" for "Section 
9(b )". 

18:24-9.3 Organizational tests 

(a) In general. 

1. An organization is organized exclusively for one or 
more exempt purposes only if its articles of organization 
(referred to in this section as its "articles"), as defined in 
(b) below, limit the purposes of such organization to one or 
more exempt purposes; and do not expressly empower the 
organization to engage, otherwise than as an insubstantial 
part of its activities, in activities which in themselves are 
not in furtherance of one or more exempt purposes. 

2. In meeting the organizational test, the organization's 
purposes, as stated in its articles, may be as broad as, or 
more specific than, the purposes stated in N.J.S.A. 54:32B-
9(b ). Therefore, an organization, which, by the terms of its 
articles, is formed "for literary and scientific purposes" 
within the meaning of N.J.S.A. 54:32B-9(b) of the Sales 

·. and Use Tax Act, shall, if it otherwise meets the 
requirements in this section, be considered to have met the 
organizational test · Similarly, articles stating that the 
organization is created solely "to receive contributions and 
pay them over to organizations, which are exempt from 
taxation under N.J.S.A. 54:32B-9(b )" are sufficient for pur-
poses of the organizational test. Moreover, it is sufficient if 
the articles set forth the purpose of the organization to be 
the operation of a school for adult education and describe 
in detail the manner of the operation of such school. In 
addition, if the articles state that the organization is formed 
for "charitable purposes," such articles ordinarily shall be 
sufficient for purposes of the organizational test (See ( e) 
below for rules relating to construction of terms). 

3. An organization is not organized exclusively for one 
or more exempt purposes if its articles expressly empower 
it to carry on, otherwise than as an insubstantial part of its 
activities, activities which are not in furtherance of one or 
more exempt purposes, even though such organization is 
by the terms of such articles, created for a purpose that is 
no broader than the purposes specified in Section 9(b ). 
Thus, an organization that is empowered by its articles, ''to 
engage in a manufacturing business," or "to engage in the 
operation of a social club," does not meet the organiza-
tional test regardless of the fact that its articles may state 
that such organization is created "for charitable purposes 
within the meaning ofSection 9(b) of the New Jersey Sales 
and Use Tax Act." 

4. In no case shall an organization be considered to be 
organized exclusively for one or more exempt purposes if, 
by the terms of its articles, the purposes . for which such 
organization is created are broader than the purpose 
specified in Section 9(b ). The fact that the actual operations 
of such an organization have been exclusively in further-
ance of one or more exempt purposes shall not be sufficient 

24-39 Supp. 12-1-;08 



18:24-9.3 

to permit the organization to meet the organizational test. 
Similarly, such an organization will not meet the organi-
zational test as a result of statements or other evidence that 
the members thereof intend to operate only in furtherance 
of one or more exempt purposes. 

5. An organization, in order to establish its exemption, 
may be required to submit a detailed statement of its pro-
posed activities with and as part of its application for ex-
emption. 

6. An organization should submit a copy of its Internal 
Revenue Code Section 50l(c)(3) determination letter or 
ruling issued by the Internal Revenue Service as prima 
facie evidence of exemption under N.J.S.A. 54:32B-9(b)(l) 
or (2). 

(b) Articles of organization. For purposes of this Section, 
the term "articles of organization" or "articles" include the 
trust instrument, the corporate charter, the articles of associ-
ation, or any other written instrument by which an organi-
zation is created. 

(c) Authorization of legislative or political activities. An 
organization is not organized exclusively for one or more 
exempt purposes if its articles expressly empower it: 

1. To devote more than an insubstantial part of its 
activities to attempting to influence legislation by propa-
ganda or otherwise; or 

2. Directly or indirectly to participate in, or intervene in 
(including the publishing or distributing of statements), any 
political campaign on behalf of or in opposition to any 
candidate for public office; or 

3. To have objectives and to engage in activities which 
characterize it as an "action" organization as defined in 
N.J.A.C. 18:24-9.4(c) (Operational test); 

4. The terms used in (c)l, 2 and 3 shall have the 
meanings provided in N.J.A.C. 18:24-9.4(c) (Operational 
test). 

( d) Distribution of assets on dissolution. An organization 
is not organized exclusively for one or more exempt purposes 
unless its assets are dedicated to an exempt purpose. An 
organization's assets will be considered dedicated to an ex-
empt purpose, for example, if, upon dissolution, such assets 
would, by reason of a provision in the organization's articles 
or by operation of law, be distributed for one or more exempt 
purposes, or to the Federal government, or to a state or local 
government, for a public purpose, or would be distributed by 
a court to another organization to be used in such manner as 
in the judgment of the court will best accomplish the general 
purposes for which the dissolved organization was organized. 
However, an organization does riot meet the organizational 
test if its articles or the law of the state in which it was 
created provide that its assets would, upon dissolution, be 
distributed to its members or shareholders. 

TREASURY-TAXATION 

(e) Construction of terms. The law of the state in which an 
organization is created shall be controlling in construing the 
terms of its articles. However, any organization which 
contends that such terms have under state law a different 
meaning from their generally accepted meaning must 
establish such special meaning by clear and convincing 
reference to relevant court decisions, opinions of the state 
attorney general, or other evidence of applicable state law. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a)5, made submission of statements optional requirement in lieu of 
a mandatory requirement; and in (c), substituted references to N.J.A.C. 
18:24-9.4(c) for references to N.J.A.C. 18:24-8.9(c) in 3 and 4. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "(e) above" for "subsection (e) of this section" in 
the last sentence of 2 and substituted "Section 9(b )" for "Section 
9(b)(l)" throughout 2 through 4; in (a)6, substituted "Sections 9(b)(l) or 
9(b)(2)" for "Section 9(b)(l)". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a)2, substituted "N.J.S.A. 54:32B-9(b)" for "Section 9(b)" three 
times, inserted a comma following the first occurrence of "organization" 
and following "organizations", inserted a closing quotation mark 
following the third occurrence of"purposes", deleted a closing quotation 
mark following "Act,", deleted "described in Section 9(b), and" 
preceding "exempt" and substituted "below" for "above" following "See 
(e)"; and rewrote (a)6. 

18:24-9.4 Operational test 

(a) Primary activities. A nonprofit organization is con-
sidered to be operating exclusively for an exempt purpose 
only if it engages primarily in activities which accomplish 
one or more of the exempt purposes specified in Section 9(b). 
An organization will not be so regarded if more than an 
insubstantial part of its activities is not in furtherance of an 
exempt purpose. 

(b) Distribution of earnings. An organization is not oper-
ated exclusively for one or more exempt purposes if its net 
earnings inure in whole or in part to the benefit of private 
shareholders or individuals. (For the definition of the words 
"private shareholder or individual" see Section 8.5 (Defini-
tion) of this Chapter). 

( c) "Action" organizations. 

1. An organization is not operated exclusively for one 
or more exempt purposes if it is an "action" organization as 
defmed in ( c )2, 3 or 4 below; 

2. An organization is an "action" organization if a sub-
stantial part of its activities is attempting to influence 
legislation by propaganda or otherwise. For this purpose, 
an organization will be regarded as attempting to influence 
legislation if the organization contacts, or urges the public 
to contact, members of a legislative body for the purpose of 
proposing, supporting, or opposing legislation; or advo-
cates the adoption or rejection of legislation. The term 
"legislation," as used in this paragraph, includes action by 
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the Congress, by any state legislature, by any local council 
or similar governing body, or by the public in referendum, 
initiative, constitutional amendment, or similar procedure. 
An organization will not fail to meet the operational test 
merely because it advocates, as an insubstantial part of its 
activities, the adoption or rejection of legislation. 

3. An organization is an "action" organization if it 
participates or intervenes, directly or indirectly, in any 
political campaign on behalf of or in opposition to any 
candidate for public office. The term "candidate for public 
office" means an individual who offers himself, or is pro-
posed by others, as a contestant for an elective public 
office, whether such office be national, state or local. Ac-
tivities which constitute participation or intervention in a 
political campaign on behalf of or in opposition to a 
candidate include, but are not limited to, the publication or 
distribution of written or printed statements or the making 
of oral statements on behalf of or in opposition to such a 
candidate. 

4. An organization is an "action" organization if it has 
the following two characteristics: 

i. First, its main or primary objective or objectives 
( as distinguished from its incidental or secondary 
objectives) may be attained only by legislation or a 
defeat of proposed legislation; and 

ii. Secondly, it advocates, or campaigns for, the 
attainment of such main or primary objective or objec-
tives as distinguished from engaging in nonpartisan 
analysis, study, or research and making the results 
thereof available to the public. In determining whether 
an organization has such characteristics, all the sur-
rounding facts and circumstances, including the articles 
and all activities of the organization, are to be con-
sidered. 

Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), substituted "9(b)" for "9(b)(I)". 

18:24-9.5 Specific purposes exempt 

(a) An organization may be exempt as an organization 
described in Section 9(b )(1) or 9(b )(2) if it is organized and 
operated exclusively for one or more of the following pur-
poses: 

1. Religious; 

2. Charitable; 

3. Scientific; 

4. Testing for public safety; 

5. Literary; 

6. Educational; or 

18:24-9.7 

7. Prevention of cruelty to children or animals. 

(b) Since each of the purposes specified in subsection (a) 
of this Section is an exempt purpose in itself, an organization 
may be exempt if it is organized and operated exclusively for 
any one or more of such purposes. If, in fact, an organization 
is organized and operated exclusively for an exempt purpose 
or purposes, exemption will be granted to such an organi-
zation regardless of the purpose or purposes specified in its 
application for exemption. For example, if an organization 
claims exemption on the ground that it is "educational", ex-
emption will not be denied if, in fact, it is "charitable". 

Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a)4, substituted "for" for "and". 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), inserted "or 9(b)(2)" following "9(b)(l)" in the introductory 
paragraph. 

18:24-9.6 Exempt organizations must serve public 
interest 

An organization is not organized or operated exclusively 
for one or more of the purposes specified in N.J.A.C. 18:24-
9.5 (Specific purposes exempt) unless it serves a public rather 
than a private interest. Thus, to meet the requirement of this 
section, it is necessary for an organization to establish that it 
is not organized or operated for the benefit of private interests 
such as designated individuals, the creator or his or her 
family, shareholders of the organization, or persons con-
trolled, directly or indirectly, by such private interests. 

Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Substituted a reference to N.J.A.C. 18:24-9.5 for a reference to 
N.J.A.C. 18:24-8.10 in the first sentence, and neutralized a gender 
reference. 

18:24-9.7 "Charitable" defined 

(a) The term "charitable" is used in Section 9(b)(l) in its 
generally accepted legal sense and is, therefore, not to be 
construed as limited by the separate enumeration in Section 
9(b )(1) of other tax exempt purposes which may fall within 
the broad outlines of "charity" as developed by judicial 
decisions. 

(b) The term includes: 

I. Relief of the poor and distressed or of the under-
privileged; 

2. Advancement ofreligion; 

3. Advancement of education or science; 

4. Erection or maintenance of public buildings, monu-
ments, or works; 

5. Lessening of the burdens of Government; 

6. Promotion of social welfare by the organization's 
purposes, or lessening neighborhood tensions; 
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7. __ Elimination ofprejudice and discrimination; 

8, Defense of human and civil rights secured by law; 

~- Thi~orri.bat of coinmunity deteri~ration and juvenile 
. delinquency: . 

( c} . The fact that an organization which is: organized· and 
operated for the relief of indigent persons may· receive 

•·_voluntary contributions . from .the· persons intended to • be 
·. relieved will not necessarily prevent· such organizations from 
being exempt as an organization organized and operated ex-
clusive!)' for charitable purposes. · · · 

. ( d). The fact that . ap.· · .. organization, . fir carfying ·out its 
· primary purpose, advocates social .. or _ civic changes or 

presents opinion on controyersial issues with the intention of 
. molding pµblic opinion or creating public sentiment to an 

acceptance of" its views · does not preclude such organization 
_ from qualifying under Section 9(b)(l) so long as it is not an 

· ·. · -"action'' . organization of _any mii of the· types. described in . 
N.J.A:C; 18:24~9.4(c). . . . . . . . . , 

Amended-by R.1998 d.288, effective Jurie l; 1998. 
See: 30 N.J.R. 1206(b), 30 NJ;R2070(b). , · · . . .· 
· In (d), substituted a r~fererice to :N.J.A.C. 18:24-9.4(c) for a reference 

, to NJ.AC. 18:24-8.9(c). 

.. 18:24"-9.8 "Educational" defined· 

.. ( a) The term "educ~tional", ·· as used : in Section 9(b )(1 ), 
relates to: 

l. The instruction or training oflhe individual for the. 
· purpose of improving or developing his capabilities; or 

2. The instruction of the public on ~ubjects useful to 
the individual and beneficial to the community. ·An organi-
zation may be educational even though it advocates a 
particular position or viewpoint so · 1ong as . it presents a 
sufficiently full and _fair exposition of the pei:tinent facts as · 
to , permit fill individual or the. public to fonn ah 
independent opinion or conclusion. An organization is not · 
edl;l-catfonal.i(jts principal fµnc:tion is· the mere pr(lsentatfon 
of unsupported opinion:. . . 

(b) Examples ofeducationa(qrganizatio,zs:_The following 
are examples of organizations which, ifthey otherwise meet 
the requirements of this Section, are educational: · 

Example. (1),: An o.rganization, such as a primary or 
secondary school, or. college, or a professional or trade . 
school, which has a regularly enrolled body of stuqents in 
attendance at. a place where the educational activities are 

· regularly catried ort. . . . . . . .• . . . 

Example (2): An organizatfon'which presents a course of 
instruction by means · of correspondence or through the 
utilization of television or. radio. . · · 

Example (3):· Museums, zoos; planetariums, symphony 
orchestras, and other similar organizations . 

TREASURY_:_TAXATION 

- Example (4): An-organization whose activities consist of 
. developing in youth, ideals of. honesty, loyalty,' courage, 
reverence, or knowledge of the. world in which we . live. . Q __ _ 
Organizations which meet these. requirements inch.I.de, but· -
are not limited to, the -Boy Scouts, Girl Scouts and 4-H 
Clubs. 

Am.ended byR.1~98 d.288, effective June 1, 1998 .. 
See:. 30 N.J.R. 1206(b), 30N.J.R. 2070(b): ·. . 

. . . . . ' . . ... ·-

18:24-9.9 "Testing for public safety" defined 

.. The term "testing for-public safety'', as used in Section 
9(b )(1 ), includes the testing of consumer products, such as 
electrical products, to determine whether they are safe for use 
by the general public. 

18:24-9.10 "Scientific" defined · . ·. ··-. · .. 

. (a) Since an organization may meet the requirements of 
Section 9(b )(1) orily if it serves a public rather than a private 
interest, iL "scientific" organization must be organized and 
operated in the public interest'(see subsections (b) and (c) of 
this Section). Therefore, the term' "scientific", as used in 
. Section 9(b )( 1) includes the carrying on of scientific research 
· in the public interest. Research when taken alone is a word . 
with . various meanings; it is not, synonymous With "scien-
tific"; and the nature of particular research depends_ upon the 
purpose which it serves. For research to be "scientific"; 
within the meaning of Section. 9(b)(l), it must be carried on in 

· furtherance.of a "scientific';purpose . .The determination as to .Q_ -
whether ,research is -"scientific" does not depend on whether 
such research is dassified as . "fundamental" or ''basic" as . 
contrasted with "applied1: or "practical". 

. . . 

(b) Scientific ~esearch does not include activities of a type 
. ordinarily carried on as an incident to commercial or indus-
trial operations, as; for· example, the ordinary testing·_ or de-
signing or construction of equipment, buildings, and similar 
structures. · · · 

( c) Scientific re~earch will· be regarded as. carried on in the 
.public mtetest: 

1. If results of such research (includihg any patents, 
_. copyrights, processes, or formulae resulting from such re~ . 

• search) are made available to the public, on i1 nondis~ 
criminatoty basis; . . 

. 2. If sucllresearchis performed for th~ United States or 
. any of its agencies or instrumentalities; or for a state or 
political subdivi~ion thereof; or · 

3. If such research · is directed toward benefiting the 
public. The following are examples of scientific research 
which will be.con~ideted as directed toward benefiting the 
· public, and, therefore, which will be regarded as carried on 
· i,n the public intere~t: 
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Example (I): Scientific research carried on for the 
purpose of aiding in the scientific education of college or 
university students; 

Example (2): Scientific research carried on for the 
purpose of obtaining scientific information which is pub-
lished in a treatise, thesis, trade publication, or in any other 
form that is available to the interested public; 

Example (3): Scientific research carried on for the 
purpose of discovering a cure for a disease; or 

Example (4): Scientific research carried on for the 
purpose of aiding a community or geographical area by 
attracting new industry to the community or area or by 
encouraging the development of, or retention of, an indus-
try in the community or area. Scientific research described 
in this paragraph will be regarded as carried on in the 
public interest even though such research is performed 
pursuant to a contract or agreement under which the 
sponsor or sponsors of the research have the right to obtain 
ownership or control of any patents, copyrights, processes, 
or formulae resulting from such research. 

( d) An organization will not be regarded as organized and 
operated for the purpose of carrying on scientific research in 
the public interest and consequently will not qualify under 
Section 9(b )(1) as a "scientific" organization, if: 

1. Such organization will perform research only for 
persons which are (directly or indirectly) its creators and 
which are not described in Section 9(b )(1); or 

2. Such organization retains, directly or indirectly, the 
ownership or control of more than an insubstantial portion 
of the patents, copyrights, processes, or formulae resulting 
from its research and does not make such patents, 
copyrights, processes, or formulae available to the public. 
For purposes of this Section a patent, copyright, process, or 
formula shall be considered as made available to the public 
if such patent, copyright, process or formula is made 
available to the public on a nondiscriminatory basis. In 
addition, although one person is granted the exclusive right 
to the use of a patent, copyright, process, or formula such 
patent, copyright, process, or formula shall be considered 
as made available to the public if the granting of such 
exclusive right is the only practicable manner in which the 
patent, copyright, process, or formula can be utilized to 
benefit the public. 

(e) The fact that any organization (including a college, 
university, or hospital) carries on research which is not in 
furtherance of an exempt purpose described in Section 9(b )(1) 
will not preclude such organization from meeting the 
requirenients of Section 9(b )(1) so long as the organization 
meets the organizational test and is not operated for the 
primary purpose of carrying on such research. 

(f) The rules in this Section are applicable with respect to 
taxable periods beginning after February 28, 1967. 

18:24-9.11 

18:24-9.11 Organizations carrying on trade or business 

(a) An organization may meet the requirements of Section 
9(b) although it operates a trade or business as a· substantial 
part of its activities, if the operation of such trade or business 
is in furtherance of the organization's exempt purpose or 
purposes and if the organization is not organized or operated 
for the primary purpose of carrying on an unrelated trade or 
business. 

(b) In determining the existence or nonexistence of such 
primary purpose, all circumstances must be considered, in-

. eluding the size and extent of the trade or business and the 
size and extent of the activities which are in furtherance of 
one or more exempt purposes. 

( c) An organization which is organized and operated for 
the primary purpose of carrying on an unrelated trade or 
business is not exempt under Section 9(b) even though it may 
have certain exempt purposes, its property is held in common, 
and its profits do not inure to the benefit of individual 
members of the organization. 

( d) Any sale, amusement charge, use or occupancy by an 
exempt organization, in the course of a trade or business in 
substantial competition with privately operated nonexempt 
business entities, is not directly related to the purposes of the 
exempt organization. Except as specifically exempted in 
N.J.S.A. 54:32B-9(e) and (f), such an organization shall, in 
the conduct of the trade or business, pay and collect sales and 
use taxes in the same manner required of a privately operated 
nonexempt business. 

1. An exempt organization is considered to be engaged 
in a trade or business in substantial competition with 
privately operated nonexempt business entities to the 
extent sales are made as follows: 

i. From a shop or store operated by such organi-
zation except as provided in ( e) below; 

ii. By mail, telephone, or facsimile orders accepted 
by such organization on · a regular, continuous or long 
term basis; or 

iii. By or through a nonexempt business entity on 
behalf of or under an agreement with such organization. 

2. An exempt organization is not considered to be 
engaged in a trade or business in substantial competition 
with privately operated nonexempt business entities to the 
extent sales are made by such organizations through 
fundraising events or activities which are of relatively short 
duration, and are not held on a regular basis during a 
calendar year; provided, however, that all proceeds inure to 
the benefit of the exempt organization. Nothing in this 
paragraph shall be construed as exempting sales that are 
subject to sales and use taxes under (d}l above or N.J.S.A. 
54:32B-9(f)(2). 

24-43 Supp. 12-1-08 



18:24-9.11 

Example 1: The operation of a booth selling sandwiches 
and soft drinks at a state fair for two· weeks a year is an 
activity ofrelatively short duration and that is not held on a 
regular basis during the calendar year. The exempt organ-
ization is not required to collect sales tax on the 
sandwiches and soft drinks. 

Example 2: The operation of a coffee shop one day a 
week throughout the yeat is an activity that is conducted on. 
a regular basis. The exempt organization must collect sales 
tax on the coffee shop sales. 

3. A shop or store as used in (d)li above includes any 
place or establishment from which goods are sold with a 
degree ofregularity, frequency and continuity. 

( e) A shop or store operated by an exempt organization is 
not required to collect sales tax on donated merchandise if at 
least 75 percent of its merchandise is donated and at least 75 
percent of the work to carry on the store business is per-
formed by volunteers. 

Amended by R.1985 d.44, effective February 19, 1985. 
See: 16 N.J.R. 3298(b), 17 N.J.R. 480(a). 

(d)l-2 added. 
Amended by R.1991 d.577, effective December 2, 1991. 
See: 23 N.J.R. 2005(a), 23 N.J.R.J654(b). 

. Revised (d) and (d)l; added (d)li through iii; revised (d)2; repealed 
(d)2i; added (d)3. . . 
Amended by R.1998 d.288, effective June l, 1998. 
See: 30 N.J.R. 1206(b}, 30 N.J,R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a); 35 N.J.R. 3848(a). 

In (a) and (c), substituted "9(b)" for "9(b)(l)"; in (d)li, inserted 
"exceptas provided in (e) below" following "organization"; added (e). 

18:24-9.12 Sales of meals and rental of rooms to exempt 
organizations 

(a) Receipts from the sale to exempt organizations of food 
and drink in or by restaurants, taverns or other establishments 
in the State, or by caterers, including in the amount of such 
receipts any cover, minimum, entertainment or other charge 
made to patrons or customers, and rental of rooms to exempt 
organizations in a hotel shall be treated in the following 
manner: 

1. Whenever there is such a sale of food or drink, the 
seller shall charge and collect the sales tax thereon .unless 

.· an organization furnishes the seller with a valid, properly 
executed, exempt organization certificate (Form ST-5), 
which has the name, address and registration·number of the 
exempt organization imprinted on the certificate by the 
Division of Taxation, along with the signature of the 
Director; 

2. Whenever there is a room occupancy, the hotel shall 
charge and collect the sales tax thereon unless an organ-
ization furnishes the vendor with a valid properly executed 
exempt organization certificate (form ST-5) which has the 
name, address and registration number of the exempt or-
ganization imprinted on the certificate by the Division of 
Taxation along with the signature of the Director; 

TREASURY-TAXATION 

3. In all cases, the exempt organization must pay the 
bill with organizational funds and the organization · must 
hold a valid exempt organization certificate, which is a ta:x 
immunity authorization, as of the date of the transaction; 

4. Any organization holding a valid exempt organiza-
tion certificate, which has paid the sales tax in accordance 
with the foregoing procedure, may apply to the New Jersey 
Division of Taxation for a refund · of the tax if all the 
charges on which the tax was calculated were paid by the 
organization using organizational funds. 

Amended by R.1976 d.190, effective June 21, 1976. 
See: 8 N.J.R. 356(e). 
Amended by R.1977 d.29, effective February 3, 1977. 
See: 9 N.J.R. 44(b), 9 N.J.R. 147(b). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J,R. 3848(a). 

In (a)l and (a)2, deleted "holding a valid exempt organization permit 
(form ST-SA)" following "unless an organization"; in (a)3, substituted 
"certificate, which is a tax immunity authorization," for "permit (form 
ST-SA)"; in (a)4, substituted "certificate" for "permit (Form ST-SA)". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 
. In (a)l, substituted "seller" for "vendor" twice; inserted a .comma· 

following "valid", "executed", "ST-5)" and "Taxation", and substituted 
"Form" for "form" . 

18:24-9.13 Student organization purchases 

(a) Student organizations within a school exempt from tax 
under N.J.S.A. 54:32B-9(a) or (b) may be considered integral 
components of the school and may make tax exempt pur-
chases for educational purpos()s, including school-sponsored 
fundraising activities and functions, . and events, such as 
proms and similar activities, provided: 

1. The event or activity is sanctioned and supervised by 
the board of education, school district, or school adminis-
tration; . 

2. Payment in the form of a check or voucher is· made 
from a school, school district, or board of education ac-
count, including a student activities account maintained 
under the auspices of the school and/or the board of 
education; and 

3. Documentation is provided to the seller to properly 
evidence the tax exempt purchase. The only acceptable 
documentation for private schools is a copy ofa. valid ST-5 
Exempt Organization Certificate. New Jersey public 
schools are New Jersey government entities and as such are 
not issued exemption certificates or exempt organization 
numbers. A school contract, letterhead,· oi- purchase. order 
signed by a school official is sufficient to document the 
exemption. · · · · 

(b) School affiliated teacher organizations and parent or-
ganizations that do not qualify as specifically exempted 
parent-teacher associations and organizations, student organi-
zations not sponsored by the school, and other school support 
groups such as booster clubs and class alumni associations 

Supp. 12-1-08 24-44 
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SALES.~ USE TAX AC'l' 

are not considerecl integral comp<>µents · of the scl,,ool. They 
are deemed fo be separate legal entities and ~ay not use 1:he 
school's troc. ·•· ex~pt docUD.1entation · to make tax exempt 

. purchases. Such organizations µiay apply for a,nd receive 
exempt organization certifo;:ates,. i( quaUfied for. exemption 
unclerN,J.S.,A: 54:32B~9(b)(l)of1:he Sale& and Use Tax Act. 

New Rule, ll.'.1995 d.133, effective M.irch 6, 1995. 
See: 26 N.J,R. .4977(a), 27 N,J.R, 936(a), 
Ame11d¢d by R.2Q03 d,348, eff!)ctJye ,\µgust 18, 20()3. 
See: 35 N.J,R. 21~5(a), ~5N.J.R. 3848(a). 

In (b), • .. substituted ''certificat!)s'' for ''p~t!I" folJo~g "exempt 
organizatic>n" in the t)w-4 sente11~ . . . ·· · 
Amende4 l>yR;2008 d.35,6, !lff~ctive.Decemb:er 1, ·~008,. 
See: AQ N.J,ll. f777(a), 40 N,J.R. (i832(a). . . . . 

In the m,tre>dU:ctQi;y Pl!l'agrap}): qf (a),)ubstitut~ "school•spor1sored" 
for "schot)l spon,sored" and insect!ld a comm,a followi11g "eventif; and .in 
(a)3, s:ubstifu~ed "Sillier" for "vendor'\ . . . . 

SUBCHAPTER 10. ISSUANCE AND ACCEPTANCE OF 
EXEMPTION' QERTIFICA'l$S 

18:i4,.10,l Scope ofSuJJ'!IJ,apter-
This Subc:hapter sh~l govern th¢ issuance-an<;l acceptance 

of any pfficial form of th" Division of Tax;:ttion, 1:he proper 
use of which entitles the issµer to aji exemptjon from sales or 
use taxes. 

0 18:24-10:2 Gen~rJI requjrement~ .· 
( a) A seller of taxable g9ods, !l¢!:'vices, · am1,1sement cbl!l'-

ges, or occupancies is required to· collect ariy · tax itnposed by 
the Sales and Use T~ A9t (1'U.S.,A. 54:32B~l et seq.); unless 
the seller shf!,ll have t~en n'Olll th.e purcha&e;ir a fully ciom-
pleted certificate, signed by the pwc;h,aser and bearing bis or 
her nam!i!o adqrc::ss, an,9 .. certificate. of autb~tjty n11mber, to the 
effect that the goods, services; am11~ement chf,U'ges, pr QClCU• 
pijllcies plJl'chase<;l lll'e notsubject-to the sales or µse tax by 

. virtue of a statutory exemption set fotih in sµc:h certificate. . 
. ,. ' ,_ ''• ·'· . .. :' -. ', ··,' 

(b) In the ca,se of aµ. exelllpt org~zation certificate (Form 
ST;.5),.a 11eller may accept a· copy of FQrtn. ST-?, which bas 
the name, address, .and registrati()i:\ number · of the exempt 
organizatioµ impriµtecf on. the certificate. by the l)ivision of 
Tax11tic:m, along with 1:he signature of the Dire<;t<>r. Only 
certificates issued in accordance with this. subsectiQn shall be valid. · · · · · · · · · · · 

As amended, R,l976 d.62, effective Fjlbruary 27, 197(>. 
See: 8 N;JK 87(1:,), 8 N,lR; 209(a). 
Amended by R.1998 d.288, effectiv¢' Junt: 1, 1998. 
See: ~ON.JJ(, 1206(b), 30 N.;J.R. 207Q(b). . 
Amended by R.J008 d.356, .effective Dec;ember l, 2008. 
See: 40N.J.R. 1777(a), 4ON.J.R 6832(a), 

In (a),· substituted "seller" for '!vendor'' twice, a114 inserted ''prQpeyly 
completaj" a11d"or her''; ~din (l>); ~ub11titqted "Fonp" for "for111" twice 
and ''seller" for .''vendor", inserted a cownia foll1>whlg "ST-5", an4 
substituted "Only" for "OQ aitd ~er Jµly l, 1976, 6nly';. 
Amended by R20i4. d;040, effective M~ch 17, 2014. 

· See: 45 NJ.R,. l092(a), 46 N,;J.R. 552(a); 

18:24--10.4 

In (a), inserted a .co1111Jla follo~g "cbl!l'ges" twice, 1111d sµbStitut!ld 
"Mly" fc>r "properly"; alld in (a) att4 (l>), msertaj a CQlm\la folio~~ 
"address". · · · · · ·· · · 

18:24,-10.3 lil'spon,sibUity 
A seller wb,9 accepts any fully completed exeJ.llpti<>l.l 

certificate is relieve<;l 9f any lial>ility for c<>llecHon or pay~ 
ment of tax upon traJ1s11Cn<>ns covered by the· certificate 
pwsuanttothecondition,s setfoqh in N.J.A.C. 18:24-10,4. 

Ame11d,ed by Ri?,008 d,356, effective ])ecei:nber 1, 2008. 
Seer 40 N;J;R, 1777(a), 401'f.J.R. 68~i(a), 

Delet!)d !'or . le~sqf' .• foUowipe; ''seU1:1r", ~d m.s.erted ''prQpe,ly 
co1t1pleted" l!lld, a cQl11l,llll: followipg the fn'st occurrence of ''certili9ate'.'. 
Aw.ended by lt.2Ql 4 d.()40, effectiv!l }VIl!l'clt 17, 2914. 
See: 45 N.J.R, 1092(a), 46N,J.R, 552(a), 

Rewrote the section. · · 

.C~seNotes 
E,cemptiQ'1 from sales imd use tax f9r s;ill!)s Qf buses· for public 

troospo,rtation Jncludm.g repair and i:ep~C!)tllllllt pacts held not to apPJy .to 
bus repair servjces, .Body.lljte Repa,ir Co. v, Directpr, Div. of Tiixatio», 
89 N.J. 5401446A,~d 515 (1982), 

ll.eceipt pf tllX e7Celllptipn certiqc;ate froJD buyer: lia~ility for sal!)s ~. 
J(R. Corelli Associlltes,. Inc .. v; Pirecror, D~v. of T8Xlltio11, 14 N;J.Tax 
160 (A.D.1993), . . . . . 

SeUer. l,l.ot a,bsolve<i ofliabilityJo,r sales tll?' by g()()d fa,itlt. J.R, Core\li 
Associates, Jue. v. pi,rector, Div; of 1)1J1;afion, 14 N.J.Tax' 16Q 
(A.D. 1993). . . . . 

Tll7{l)ayel' who accepted lCG exeniptio,q certilic~es in goo(i faith. JJ,ot 
lia,ble for collection ofsales tax, J.R, CorelliAsspciates, Inc;.v. Director, 
I>iv.' Pf1'8!'~tfe>n,it '.N".;J.Tax 584(1991), revel'lleil4 N.J,Tipc 16,0: . 

Taxpayer,. by !lCquiring. ap,4 hls~llittg .pi:opecty us1;:d in· frllt\Sapti,on, 
exeri;ise4 s1.1-c1t power an.4 control over Pfl>lle11Y so as ro. i::on.stttute use of 
tlte pi-operty. ~thin the meru:iing 9f t\le SaJjls and {J11e TIIX Act; taxpay¢i' 
11ot enfitle4 t() rely C>II. cusro1t1ers: c;ertifjcates of !)lCeniptipµ; taxpayer! s 
sale 11114 ipstall,a,tion Qf hyf;lraulic 4eck level held not exel;ll'.pt µ-on:l' s11:Ies 
il!X ·11s. a11 qµproveme'1t to reiJI pre>perty. :ei~rt .l,,iyeJy & Co,, htc. v. 
Director, l)iv; ofTaxatio11, 5. :N.J;T~ 431 (Tax t;t.1983). · 

18:24,. 10.4 , Acceptauce ,of e,i:eniption certi:ticate.s 
(a) for tr1;1Psactions entered into prior to October l,2QOS., 

an exetnptio11 certificate js prQpo/lY ~c;epte<;l if the following 
conditions lll'e nret: · · 

1. An e~emption certificate tQ be acc:epted in good faitli 
must contain .no statement .or eotnr, which the seller knows 
is false or ipfalea<;ling; · · ·. · 

2. A seller is presUtned to be f1U11iUar with tlle law apd 
11;1les regllt'ding the business in which he .or sb,e deals; · 

3. Jn g~~al, a seller whoaccepts a propedy ~onipleted 
exe01ptiQn. c¢ifiqate in "good faith" is relieved of liability 
for· qolfoctiOIJ. or pa)'Jl}ent of tax up~n tra,nsactions CQVered 
l>y the ¢ertificate. The questiQn of "goQ~ faith'? is one of 
fact antt dq,ends l,lpon a c<>nsideratfon of all the co11ditiQ11s 
Sllfl'Ountling the transactiqp,; 

4. The certifiqate µ:i1,1sl be in the physical pqsse!lsi911 ,,ff 
tlie seller, ang availabl~ J()r aepl'.opriat~ ittsp~Ql) ()n'.·.•()f 
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before the 90th day following the date of the transaction to 
which the certificate relates; and 

5. Where a certificate is not made available for 
inspection on or before the date in (a)4 above, the seller 
must provide to the satisfaction of the Director, by means 
of evidence other than certification of the purchases, that 
the sale i~ question is, in fact, exempt. 

(b) For transactions entered into between October 1, 2005 
and December 31, 2007, an exemption certificate is properly 
accepted and the seller is held harntless if the following 
conditions art} met: 

1. The certificate must contain no statement or entry, 
which the seller knows is false or misleading; 

2. The certificate must be an official form or a proper 
and substantive reproduction, including electronic; 

:}. The certificate must be filled out completely; 

4. The certificate must be dated and include the pur-
chaser's New Jersey tax identification number. or, for a 
purchaser that is not registered in New Jersey, the Federal 
employer identification number or out-of-State registration 
number. Individual purchasers must include their driver's 
license munber; and 

5. The certificate or required data must be provided 
within 90 days of the sale. 

(c) For transactions entered into on and after January 1, 
2008, an exemption certificate is properly accepted and the 
seller is held harmless when. a purchaser claims an exemption 
if the certificate is fully completed. 

1. The following information must be obtained from a 
purchaser in order for the exemption certificate to be "fully 
completed": 

i. The purchaser's name and address; 

ii. The type of busmess; 

iii. The reasons(s) for the exemption; 

iv. The purchaser's New Jersey tax identification 
number or, for a purchaser that is not registered in New 
Jersey, the Federal employer identification number or 
out-of-State registration number. Individual purchasers 
must include their driver's license number; and 

v. The signature of the purchaser, if a paper 
exemption certificate is used, including facsimile. 

2. The seller's name and address are not required and 
are not considered when determining if an exemption 
certificate is fully completed. A seller that enters data 
elements from paper into an electronic format is not 
required to retain the paper exemption certificate. 

( d) If the seller either has not obtained· an exemption 
certificate, has obtained an incomplete exemption certificate, 

TREASURY~TAXATION 

or the seller has not obtained the relevant data elements as 
provided in (c)l above, then the standard is different from 
that which applies at the point of sale as described in (c)l 
above. The seller shall have at least 120 days after the 
Division's request for substantiation of the claimed 
exemption to do the following: 

1. From January 1, 2008 to September 30, 2011, obtain 
a fully completed exemption certificate from the purchaser, 
taken in good faith, which means that the seller is 
presumed to be familiar with the law and rules regarding 
the business in which he or she deals and the exemption 
certificate must not contain any statement or entry that the 
s.eller knows is false or misleading; or · 

2. On and after October 1, 2011, either: 

i. Obtain a fully completed exemption certificate 
from the purchaser, taken in good faith, which means 
that the seller obtains a certificate that claims an 
exemption that: 

(1) Was statutorily available on the date of the 
transaction in the jurisdiction where the transaction is 
sourced; 

(2) Could be applicable to the item being 
purchased; and 

(3) Is reasonable for the purchaser's type of 
business; or 

ii. Obtain other information establishing that the 
transaction was not subject to the tax. 

( e) If the seller obtains the info11J1ation described in ( d) 
above, the Division shall.relieve the seller of any liability for 
the tax on the transaction, unless it is discovered through the 
audit process that the seller had knowledge or had reason to 
know, at tht"l time such information was provided, that the 
information relating to the exemption claimed was materially 
false or the seller otherwise kpowingly participated in activity 
intended to purposefully evade the tax that is properly due on 
the transaction, The Division must establish that the seller had 
knowledge or had reason to know, at the time the information 
was provided, that the information was materially false. 

Amended by R.1974 d.244, effective August 30, 1974. 
See: 6 N.J.R, 326(a), 6 N,J.R. 414(e). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a), (b) and (c), deleted "or lessor" following "seller"; in (a), 
inserted a comma following ".entry'' and deleted ", or has reason to 
know," following "knows"; in (b), inserted "or she"; and in (c), 
substituted "a properly completed" for "an" and deleted the former last 
sentence. 
Amended by R.2014 d.040, effective March 17, 2014. 
See: 45 N.J.R. 1092(a), 46 N.J.R. 552(a), 

Section was "Acceptance in good faith". Rewrote the section. 

Case Notes 
Receipt of tax exemption certificate from buyer; liability for sales tax. 

J.R. Corelli Associates, Inc. v. Director, .. Div. of Taxation, 14 N.J.Tiix 
160 (A.D.1993). 
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SALESANDJJSE TAXA<,JT 

Seller µotat,solvedofllabilityfor sales tax by goocl faith. J'.R' <:::01e~U 
Associatei;, · Jnc. v; DiNctor, Div. of Taxation, 14 N,J.Tax 1150 (A,D,1993);_ .. ·. . . . . . . . . . . . . . 

Tiixpayer,. by acq\!iring and in!ltalling pwperty qsed in transacti1m, 
exercised $UCh P!fwe.r ljlld cqntn>Lover pr,9pe:rty s,o as_ tp qoµstiµiten!le pf 
the property wJthm t}le meaning pft}le $ales. aµd Us.e T!IX Act; taxpayer 
not entitledJp re:ly PA CU$tpmers' _certiti9ate$ pf eX'~mptfon; taX'PaYcer'ii 

. sale and ins~Jlation pf hyd:r<!.uliQ dee!( Ieve1 l;telcl not exempt from ~ales 
tax as an improvement to real property. Elbert J,ively & Co., l!l'1, v. 
Director,Piv, ofTiix!ltj.()11, 5 N,J.Tax:.431(1,'ax Ot.1983,). · 

18£24" 10.5 · El:etnption ·cei;tific;ates; • CQnc;liti,Q11s, retentioJI, 
a';'~ illspt1cf:i.0JJ,; ~Sil Qf resal~ certitis:at"~ by 
ou:t .. of .. State slln~rs . . 

-.-: \"·:: .:.: -... _· . 

( a) . All certHicates1 wJjetb.er. single pl.ll'<,1base . <>r ·. bl~et, 
acceptec;l 1,y a s,eller l;lS a b.asill .f <>r, exeip.pt!Qll fr9t». a,ny tl;lX 
imposed by tbe Sale.i. l;lPd Ulle Tax f\qt(N.J .. S.A. 54:32J3.,l et 
seq.) shall {'e retajned by Jbe .. sell1trfQr a periQcJ pf not less 
than .fol.ll'·yea,rs.Jr<>n,i the. ®t~ .<>fthe last.~se. ofsu,ch certifi91;lte 
as a 1',asis forexeinpti<>n. 

(l,) wh~ever the i,ale fqr rellale ex:emp~iQn is, c,laµµecl by 
an, UW'.egist~re4 QUt:-of-State sell~, either th<;i (µUy CQtnpMed 
and execut.ed reiiale certifi9a,te of a1:wther state or1:1 PivisiQll" 
apprQved inµJti-j~sc;li¢tional resale .. 9ertificate or tqe 
Stremrµine<l ~aleii • ancl Use Tax A.gr~ei.ptint .· Certiflc.1;1te <9f 
Exew,ptjQ11 "'7 New, Jersey, incluc;li.ng , evidepce th,at the pµr-
. chaser is 1;1 · 1ice9ied ·.· lleller · .. o,e •· .. or _more jw;isdieti<ms, 
accepted by the seller, ill detimed eyideµ¢e of exen1ptjog., 
unless: tb.e person to wh<>tµ tile. llal~ \Vl!S nia<ie iµid who issued 
the certilicate was.req11ired to be, regilltered in New Jersey 
underN".J.~-A-..• 54;321:3,2(i) at. t;lw time .oflll;lll;l, ·orthe pel'SOJ:l 
t9 whom tlie sale )Vas, l!lfldeJ<>ok, 4eliver).I .of the property at 
the i,~leJ9c,aii9n in Newlerll~, If tl,te person tQ wbom the 

•·sale'~• .. madewas n9t reqµiregto be,.regis,t@l'ed in New 
Je,rll!tY at tlte ¥e qfsale, ancl hlfact Wall llOtrl\lgilltered, bu,t did ~ake delivecy of tbeta,ngibJe personal propeyty at the ll/;lle 
locatjop in New Jerlley, Jhe ow.y acctip~ble eyi<iep9e Qf 
exen;tptj,on js a New Jen1ey r~llale .c.~ficaie fQr noµ-.New 
Jersey sellers, acce,pte4 by the seller, · · 

. (c)The.seller llhall obtainthe saliie info~ation for pr()Qf 
9f. a clahned exeinpti()il rega,ctless J>f the me_diUJJl in wbich 
the ti'ansa¢tiQn 09curred, . 

(<i) Tlie sell et sball maintain prf per rec:Qrds of exeu:i.pt 
tranllactions and provide them t<> tqe :pivision wheµ re,, 
quested.. · 

(e)Ip the case ofclrop.,s)lipm.~t sl;lles, the PivisiQn will 
allo"'. a ,thii'4.,Party seller (fQr e1e3;lllple, ctrop shi~per) to. claim a resale_ e:Keu:i.ption '.based on an exeuiptiQ:11 <;erqpcate . pro~ 
vided by its custom.er/r~seller ..•. Qr any other a,cceptable 
informati()~ . a,vailaPle to the tlfu!irparty. seller ... evidencmg 
qµalifi.catiQ11 (or a resale .ex~ptiQ~ r¢garc1Jess of whether the 
customer/reseller is registere4Jo c<>Oect and rem.it llales f!Pd 
use tax in tlie ~tate w-here the sale is s<>mce<i. 

..• (t) The l)jvilliQn • shall relieve . sellers. that follQw the re~ 
quireinents ·. of N.J.AG. 18:24-lOA<· from the tax otberwise 

apJ>licable if it ill detenwn,erj tltat tJie J>lU'C~tif hnprop~lY 
clahnecl ~l ex~ptiw, .. f!Pd .\\'ilJ lt<>l4 tlw pµrcllas~ · liable (c;it 
the ~on,i,~yiµe9t of •. ·".flµs l'tilief Jroin Jia\liUty . d9es 1,lQt 
apply tQ a st11.lt1twho frau4J,Jlently failll · t9 c9l_lect ~X, a sell,er 
wlw solicits pmc~ers tQ pa,nj,;,ipaw ·.~. the ~ii,wful clahn q( 
an exemption, Qr a ~eUer wllQ · ac.cepts an· exeu:i.ptiM. c¢ttj. .. 
ficate wllen the pmcha11er clahnll an entity,,t,aseq ex:eu:i.pij9n 
when: · · · 

. . 

. 1. Tlie subject Qf t,he transactiQP sought to be ~vere<J 
PY. the ex;emptfo11. certifj.ca,te Js acmally' rept,jved by t4e 
pwcbl:ll!erat Jl 1Qca1ign, opernted PY the selll:)l'; a.ncJ . ''•. '···,·.- :· ,··' . ,•'• ,'. _,-._, :.- ,' ..- '• 

2 .. Ne"' Jerseylias j11.4i~a,ted Qn the Streamlined Sal~s 
and Use Tax Agreement.C~itlca~ Qf ;Exeu:i.ptjQn.~.·~ew 
Jersey, that tlie.cbdmed exc:ip,ption, is µna\'aUable. 

(.·.g) Th. e. D.i·:vi. :s .. •··.i·on·.···. sh. all .. rel.ie ... v ... e. a s.e1 ... 1er of.th ..... e. t.ax ... · ... ··.o. th ... ··.•.erwi .... ·s .. e.·.· 
appliqal?le if.the sell~ 9bt~s Jt full¥ compl~eli ex~ptj911. 
certificate <>r ca,pM"es .the releviillt data . elements reqµil'ed 
µnder tbe A~reeµient ajt!µp 99 ~ys · sµl:>se.queµt t<> the· date qf 
sl;lle. · · 

. ' ' . '. 

(h) The Division shall ;relieve a lleller <>f the t.ax otberw-Js~ 
appliqaple Jftlie lleUer 9btipps a bl~et exelllption ¢ertif;cflie 
for a pµrqbasf;}r with wqich tJte. s~Uer bllll a reqqrrin~ ~µsin,l;lllS 
relatiot1.llhip,· Notwth.~ta,ndini the prQvisi<>nll of (<l) llbove, .. tltf;} 
I)jvi~ion 111~y llQt reqqest fr9111 tb,e ~~uer ~ellew-al ofbhu1~~t 
cet1ific~tes or 1Jpdates 9f exffllptio~ 9ert;tic~te infonµatiQU Qr 
qata. eleu:i.~ts wh~ tbere is a recurring PUllU,,e$S rellltiOllSbir 
between W,e puyer an4 seller. :Fqr PµtJ)Qses of ·tlu.s subsecµQi;t, 
a "fe9Qlrjng PlJSin,essrel1:Jtio11~p" exist!\ wllen·aperi9<l··9(n,o 
more th~ 12 ip.ontbs elaplleS betweell llllles J;tim.sactiQlls. · · · 

(i).·.·Th~Pivisionmayreqµ~e pµrcbaserll t<> up4.~te ex~~. 
ti<>n certjf:icat~ illfo~3ti,01:). 9r tQ reapply. with th.e Stl\te tp 
cll;litn cert*w exempti9µs. · · · · · · 

'.' '• a'•,' 

AlµeJ,!cl~cl t,y R,1995 d,767, effective 1qpe 5, 1995. 
see: 27 N.:J,It 474(a), 21 N,~.It 72590.,). . . . .· .·. . . . .•• lP ( c) ad~ tl;te proy~iol}. gpve:~g. unregi!ltere<l veµclprs; an4 ~decl 
(c)l iµid(c)1. .•·. . .. · · .• ·• .. · ... · .. • • .. · · .. · . . • · 
Amel,!l:iecl by R,1998 dJ8$; effect~ve l~ 1, 1998 . 
See: 3Q N.:J;R,J7Q6(t,), 39 N.J,lt 2070(b). 

· Jn(a), ·4tpre~e4 the req_µll,'ed reteniion periog frQm threetQ (our ye!l{!I. 
Am.en!,led byR.1993 dA40, eff,epiive: September 8,, !998,. · 
See: 30 N,J.R. l923(a), 3Q N,J,R, 3259(a), · · 

Rewrote tlie sectj.QI). . ·. .. . . . •.• •. •··. .. · ... · . . 
Ame1J.cled by R.2Q08 cl,356, eff(;)cJ;ive :Pecember 1, 2Q08. 
See: 4Q N.J.lt H77(a), 40 N,J.R. ~832,(!l), 

lj1 (a), iµserted a c.Qn:upa (Qllowing "Gertificates" iw.d sµbsti1;i.tted 
"seller?' for ''yen4pr'' atid ''.~ s¢11~'' fqr ''sfricl veMor"; w, (b),1-le:fete4 
''prlessQr,"·f9llQwjµg''selltt',.·cll:!let!ld a QQlllWa (oUpwjt!.g '•inspeptipl)'' 
aticl a,µbstitµted ''9@1'' for ''6Qth"; ·. w. (c),. 4.elewc;J. "or lessQt' foJlowjpg 
"seUi:,:'' an9- ••~r. lease" f9IJ9wm,g ''sale"; and in (4),. sµbstittJte(l ''sen~•• 
for ''ve,n(lpi:'' twi~ ancl itlsefte4 ''.()r the Stre1U11liµecl Sllles aiul Usc,. J;~ 
Certifi(late''. • ·. . ·. . .• · · ·• · . · · · .. ··. ·• •. . · • · · · · · .. ·•. · 
&lc<>~µiaj, fro"' N,J.A,C, 18:24.•JQ.6 and am!-lncled by R.2014 cl.Q4Q, 

effe,ctiveM~qliJ7,2Q14'. · .. ·· ·.·· ·.· . .. . . 
See:: 45 N/R., JQ9i(a), 46 N".J,J.t, 55~a), •.· . . . . . .• .... 

S~cti9ii vva,11 ""'-9~P~lll1ce ~f ef~ptipn,_ ~ifii;~te.s; cond,itip.ns, 
reten,ti.on lll)a. illspecti()m !l§e • ()f resllJe ¢e@i1:a,tes . t,y . p~of-~t~~e 
venclor,s''. R.¢~te the ~!lCtion .. f9rro,er lSl.:J.A.C. 18:24-JM, Plsclos\ll'e 
of prpper e1Cetl'.lpti.p~ ba!l~s, repeal~. · 
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Case Notes 
Drop-shipment sale was two transactjons; opligation on seller to 

collect sales tax from customers; statutory exemption for s3les for resale. 
Steelcase, fuc. v. Director, Div. ofTaxation, 13 N.J.Tax 182 (1993). 

18:24-10.6 (R~erved) 
Recodµied to N.J.A.C::. 18:24-10.5 by R.2014 d.040, effective March 17 

2014. . ' 
See: 45 N.J.R. 1092(a}, 46 N.J.R. 552(a). 

Section was "Acceptance·of exemption certificates; conditions reten-
tion and iµspection; use ofres!lle certificates by out-of-State vend~rs". 

18:24 .. 10.7 (Reserved) 
Repealed by R.1993 d.313, effective July 6, 1993. 
See.: 25 N.J.R. l486(a), 25 N.J.R. 2899(c). 

Section was "Penaj.ty for fraudulent issqance or acceptance of resale 
or exemption certificate". . 

SUBCHAPTER 11. OBLIGATION TO COLLECT AND 
PAY SALES TAX OR COMPENSATING USE TAX 

i,awReview 
Use tax collectiQ11 on futemet purchases: ShQuld the midi order 

industry serve as a mQdel? Steven J. Forte, 15 J. Marshall J. Computer & 
Info. L. 203 (1997). 

18:24-11.1 Seller to collect tax 

(a)· Every seller of taxable goods, services, or other items 
subject to sales tax under N.J.S.A. 54:32B-3 that is required 
to collect any tax imposed by the Sales and Use Tax Act 
(N.J.$.A. 54:32B-1 et seq,) is required under the law to 
collect such tax collUll,encing July 1, 1966, irrespective of 
whether or not he or she has received a sales tax certificate of 
authority ii,;sued by the Division of Taxation underSection 15 
of the Act. 

(b) Failure to receive a sales tax certificate of authority 
shall not relieve a seller of taxable. goods, services, or other 
transactio11s subject to sales tax under N.J.S.A. 54:32B-3 
from the obligation to properly collect, relllit and account for 
the said tax and to maintain complete records of all tran-
sactions in the manner provided by law. 

Amended by R.1998 d.288, effective JU11e 1, 1998. 
See; 30 N.J.R. 1206(1,), 30 N.J.R. 2070(b). 

fu (a), substituted a reference tQ the Division of Taxation for a 
refer')llce to the Sales Tax Bureau. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N,J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was ''Vendor to cQllect tax". ht (a) and (b), substituted 
"seller'' for ''vendor" and a COllllll!I for ''and" fQllowing ''goods"· in (a) 
inserted ", or other items subject to srues tax U11der N.J.S.A. 54:32B-3 
that is"; and in (b), inserted", or other transactions subject to sales tax 
U11der N.J.S,A. 54-32B-3". 

18:24-11.2 Filing of monthly remittance and quarterly 
returns 

(a) All sellers required to collect and remit sales and use 
tax are required to file a quarterly return (Form ST-50) with 
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the Division of Taxation on or before the 20th day of the 
tnonth following the quarter covered by the return. In 
calculating the amount of tax to be remitted to the Division of 
Taxation for the quarterly period, the seller shall be entitled to 
a credit in the amount of tax remitted as monthly remittances 
for the months of the quarter covered by the quarterly return. 

(b) Effective July 1, 1996 through August 2, 2009, with, 
respect to s.ales and. use tax liabilities incurred on .and after 
July 1, 1996 through August 2, 2009, every seller with 
liability exceeding $500.00 for the first or second month of a 
quarterly filing period shall, on or before the 20th day of the 
month following each such month, file with . the Director a 
monthly remittance statement (Form ST-51) and pay an 
amount equal to its. liability for the month. Any payment due 
for the calendar months of March, June, September, or 
December shall be paid.with the quarterly return filed for the 
quarter in which such month falls. 

( c) Effective August 3, 2009, sellers that collect more than 
$30,000 in sales and use tax in New Jersey during the 
preceding calendar year must file a monthly remittance for 
the first and second months of each calendar quarter if the 
amount of tax due for that month exceeds $500.00. See 
N.J.A.C. 18:24B-l.4. If less than $30,000 in sales lllld use tax 
is collected by the seller in New Jersey during the preceding 
calendar year, a monthly retnittance is not reqµired to . be 
remitted regardless of the amount of tax due for that 
particular month. 

( d) Only a single return is required to be filed for each 
taxing period for each seller. 

· ( e) Returns are due on the 20th day of the month following 
the month in which the transaction occurred. When the due 
date for a return falls on a Saturday, Sunday, or legal holid.ay 
in New Jersey, the return shall be due on the next business 
day. If the return is filed in conjunction with a remittance and 
the remittance cannot be made because the Federal Reserve 
Bank is closed on· a due date that prohibits a person from 
being able to make a payment by the . automated clearing 
house (ACE) debit, or credit, the return shall be acceptep as 
timely filed on the same day as the remittance. 

New Rule, R.1975 d.4, effective January 13, 1975. 
See: 6 N.lR, 494(b), 7 N.J.R. 77(a). 
Amended by R.1996 d.416, effective September 3, 1996. 
See: 28 N.J.R. 3057(a), 28 N.J.R. 4111(a). 

Rewrote (b ). 
Amended by R,2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J,R. 6832(a), . 

ht (11) an<l (b), substituted "seller" for ''vendor" and "Fonn" for 
"fonn"; in (a), substitute<l "sellers" for ''vendors" and deleted "on· or 
before April 20, 1975, and quarterly thereafter''; and in (b) deleted 
"over" following ''pay". ' · · 
Amended byR.2014 d.040, effective March 17, 2014. 
See: 45 N.J.R. 1092(a), 46 N.J.R. 552(a). 

ht (b ), inserted "through August 2, 2009" twice; and added ( c) 
throl!gh (e). 

Nex.t Page is 24-48.1 
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SAL:Jl:S AND USE TAX ACT 

18:21H.l,3 Fi,Iing ofJJse ta_~_ret.ir-Jls by registered 
indjvid1J.a•s a11d entities not 9perating as 
sellers 

(a) Every individual, corp1:>1;ation, or uninc<>rp<>rated en.tity 
which is engaged w · the con<;tuct of any trade, business, 
profession or <>ccupatioµ withi». tllis. State, l;n;Jt which d<>es•1iot 
make sales subject to tax U:nder the Sales apd Use Tax Act, 
· N.J.S.A. 54:32B-l · et s¢q., or purchase tangibl(;) personal prop-
erty for lease, shall pay CQ1llpens11tin.g use tax,_ as required by 
N.J.S.A. 54:328-6, and file use tax Jett.Ims according tQ the 
following proced1J!es: · · · · 

1. · If the tax.pay¢r's _average IIJlll\lal CQtnpens11ting use 
tax liability for the previous tbree calendar years was 
greater than $2,000,taxpayer sha,111,e required to complete 
and file'a·sa1es and Use Tax Qqatterly_Rewro (fonn ST-
50) every quarter and pay any use tax <lue by tbe 20t:ll, <>f 
the month followin,s. the. emf of the qua,qer in which the 
liability Was incurred. 'fax.payers fil4Ig Sales ~d Use Tax. 
Quarterly Retlln:ts pursuant to this. i.ection, whose use tax 
li11bility exceeds $500.00 for theJirst or s(.')cond month of a 

. qqart¢r, shaU also be subject to mon,thly filin,g an.d payment 
requirelllentsin accordance withN.J,A.<;:. 18:2fl~ll.2(b), 
· ··2._ Ifthe tax.payer's average _annual co11.1pens11ting u_se 

tax Hachility. for. the previ<>us three calend,a,r years did n<>t 
exceed: $2,000, then, jf the-·_ trocpayer incurs a use tax 
lia,bility during the . current cal~dai yeat\ it shall file the 
Annual_Busines!'I JJse Tax lletµrp (form ST-l81;l) and pay 
tb,e use tax due by 1\fay l of tile calen,dar year foll<>wing the · 
year in wltlch the liability was incurred. It shall not be 
required t<> file an AnnualBusine!'ls Use Tax· Return for any 
-year m. which no use tax. liability was in.cwred. . 
{b) Thi$ section shall be effective with respect to use tax 

liabilities in.curred on or afterJanuary 1, 1995. · · 

· Exai,nple l: ParQ1ership QPerati,ng a fuli.t and· vegetable 
st.and sells 11.0 tax:able item.s and _is not reqµired to collect 
and remit si,les tax..· The partnership paid its use tax: liability 
of$26.00 in 2005, $210,00 in.2006, ilnd $87.00 in. 2007. It 
made a few purchases_· subject to use tax: in 2008, and its 
use tax liability for 2008 is $12;00. It must file an Aru,iual 
BµsinessUse Tax Reijll11 for 2008 by May l, 2009. 

·Example 2: S<>le _ pr<>prietor' provi!ling .dressD:1akin,,s, 
tailorin,s, and clothing atteratiQn service sells po t11Xable 
. go<>ds or services and is not reqpired t<>. collect afld remit 
sllles tax., The sole proprietor lla,d no use tax: liability in 
2005 or 2006 and paid its $45.00 use tax: liability for 2007. 
Puring 2008 the soJe p;rppriet<>i- qicl ~ot in.Cllf ~y use tax 
liabiµty. ;Tberef()re; no AllnW\l :ausiness 'Qse Tax Return is 
due for the 2008 calendllr year.'· 

.~x~mple 3:_ Corporatj<>n providing professiopal m13dical 
services sells no -ta~al.?le go9d$ or services and is not 
reqmred to collect atict remit sales tax, The ~rporation paid 
its use tax liability of $1,500 foi- 2005, $5,100 for 2006, 

18:24,-12.2 
' ·,,' 

!Wd $2,300 for 2007. Ouri1lg 200~ it in.ctUTed no use ti,x 
liabflity in January, Fel>rµary, M,u-ch, July, August, or 
September. It in,qurred use tax: liability of $200.0Q in. April, 
$10.00 in. May, $65.00 in. June, $1,00() in Octol,er, $(>00.QO 
it,.November !UJ.cJ $100.00 in, December. It mµst file a S11les 
and U!'le Tax Qµarterly · ReJ;llro. (ST-50) for e11ch quart~, 
in.<Jluili.llg thOS!.'; quimers wlien . it incurred :Q.O use Jax: 
liabilit)'. Its secon,;l .~d fourth, q~er retmns shoul<i be 
accompanied •. by p!lytnents. It niµst als<> file tp.<>n.tltly 
remittance statements (ST-51) !Wd pay monthly use tax dlie 
for the pi<>nths 0£ October and November, 

New Ri,tle, R.1983 d.22Q, effective J1U1e 20, 1983. 
See: JS. N.J:R.. 324(a), 15 N.J.R,. JQ39(b), 
Re11el)led by RJ993 d.313, effective July 6, 1993. 
See: 25 NlR, 1486(a), 25 N.J.R. 21!99(c), 

Section w~ 1~rimsitjonm provis~9,ns for ip.crease in tax rate". 
New 'R,i,tle, R499(f <l.;217, effectivi:i May 6, 1996. 
See: 2RNJ.R. 1!07(1;1), 28 N;J;R, 24Q3(a). . 
Amend,ed by R:2QQ8 d,356, effective Peoo~bj:lr 1, 2008. 
See: 40 N,J.R. l777(a); 40 N,J.R, 6832(a). . · 

Sectjon Willi "filmg of use tax feWl'llll by registered, in!li.vidual& mld 
entitij:ls not 9per11ting 'ill! .vendors", l,n (b), hi E:xampli:i 1, su'bstitute4 
"2005" for '.'1992'' _ "2006" for "1993'i __ "2007" for 1'199411 "2008'' for 
"1995" tl)ree fun~~ and ''2(109" for ''1996"; ilt Exap1ple i; sµbstitute4 
"2005" for "1993" "2006" for "1995''. "20(17'' for "1994" and ''200$'~ 
for "199f' twioo; ili f:x,ample 3, ,$1.Jbstituted ''2005'' for ''1993", ''2op(i 
fot"1994", '':2007" for "1995" and '.'2().QI!" for "1996", IUl.4 inserted "in" 
following 1'$100.00'.'; and deleted Ex!Ullple 4: 

' ' .·.' . ··. ··.• 

SUBCflAJ>TER 12, RECEJPTS FROM TI:IB SALE OF 
FOOD, FQODIN9REJ:>IENTS ANO PRijPAREP 
FQOD . 

1~;24,-12.l Sce>pe of subcli11.pter 
This. subchapter wiU cla,rify the application <>f the New 

Je;rsey Sales an.4 UseT11x !\ct (N,J.~.A. 54:32B.-1_ (;)t seq.)J<> 
the sale of food 11_11d food ingredients. 

_Amended 'by R.199ld.313, effectj.veJi,tly 6,_1993, 
Se!': 2.:S l'l".J;R.1486(a), 25 lif,J.R. 2899(c). · 
Amende_d 'by R2003 d.356, effective De!lelllber l, 2008. 
See:. 40 :lll".J,R, l 7'77(a), 40 NJ.R. 6832(a),. 

Substituted ''food ingre<lie,nts" for 1'clJ.iwc iti Qr by restaµi:1;111ts, tavem,s 
or oth~ eSt1WIMunen~ and catertlf&", . 

UJ:24-,12.2 Defi_njp,oq,s 

The following wprds apd t(;)mtS when u.sed · in tllis Sl!b-
chapter shalJ the foll<>wing meanin,gs, wles$_the context 
clearly indicates oth~se: · · · 

•'Capd.y" w_ean.l'I a prepal'ation of .sugar, honey, or -Q~er 
n11tural or.artificial sweeteners in CQmbin~tion with Ch<>colat(;), 
froits, nuts, ()r other in,sr~dieiits or fJavorings in. the fotm <>f 
bai-$, drops1 or pieces. ••c~<Jy'' d9~s not . in'ilµd~ any pr~a~ 
ration ~on.tain:in~tl<>llf Qr reqµiringrefrigerati<>n. 

"Dietary supplet,n~nt" means any product for humau 9oµ~ 
sumption, -other . than tobapco, in,ten.ded to . suppl(.')11.1ent the 
diet, th.!lt: · 

24-48.1 
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1. CQD.tainS one or more of the following dietary 
itlgredients: a vitamit).; a llline~; an herb or other botan-
iQal; an m:nin,() acid; a dietary substance for U$e by hmnans 
to sµpplement the diet by increasing the total dietary 
intake; a concentrate, metabolite, coJ1stituent, extract, or 
combination of any of these mgredients; . 

2. ls :intend:ed for i,J,gestion itl tablet, capsule, powder, 
so~el, •gelcap, or Uquid form, or if not iJltended for inges-
tion in s1,1ch. a form, is pot :represented as conventional food 
and is i,,ot represented fm use as a sole item of a tneal or of 
the diet; and 

TREASlJRY,..,....TAXATIQN 

3. Is required to be labeled as a dietl\f'Y supplement, 
identifiable by the "S11pplemental Facts" bQx found on the 
label and as reqwred pursuant to 21 CfR 101.36. 

"Food and food ingredients" means substances, whether•in 
liquid, concentrate4, solid, frozen, dried, or dehydrated form, 
that are sold for. ingestion or chewing by humans and l\l'e 
coD,$u,med f91' tlleir taste or nutritional value. ~'Food and food 
ingredients" does not include alcoholic beverages· or tobacco. 
For purposes of this subchapter, ''food and food ingredients" 
may sometimes also be referred to as ''food and dtjnk." 
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SALES AND USE TAX ACT 

"Food sold in a heated state" means food that the seller 
attempts to maintain at a temperature warmer than the sur-
rounding air temperature, for example, by using heating 
lamps, warming trays, rotisserie or similar heating devices. 
Food, which the seller cooks to order and sells while still hot, 
and food that the seller reheats for the purchaser is considered 
food "heated by the seller." 

"Prepared food" means: 

1. Food sold in a heated state or heated by the seller; 

2. Two or more food ingredients mixed or combined by 
the seller for sale as a single item, but not including food 
that is only cut, repackaged, or pasteurized by the seller; 
and not including eggs, fish, meat, poultry, and foods 
containing these raw animal products when they required 
cooking by the consumer, according to the recommen-
dations of the Food and Drug Administration, in order to 
prevent food-borne illnesses; or 

3. Food sold with eating utensils provided by the seller. 
(Eating utensils include plates, knives, forks, spoons, 
glasses, cups, napkins, straws, but do not include con-
tainers or packaging used to transport the food). 

However, "prepared food" does not include the following 
when sold without utensils provided by the seller: food sold 
in an unheated state by weight or volume as a single item; 
bakery items, such as breads, rolls, biscuits, bagels, pastries, 
donuts, cakes, pies, muffins, cookies, tortillas; or food sold by 
a seller whose primary NAICS classification is manufactur-
ing, except for bakeries. 

"Provided by the seller" means whether utensils are 
considered to be "provided by the seller" and is determined 
by application ofN.J.A.C. 18:24-12.2A. 

"Soft drinks" means non-alcoholic beverages that contain 
natural or artificial sweeteners. "Soft drinks" does not include 
beverages that contain: milk or milk products; soy, rice, 
almond, or similar milk substitutes; or greater than 50 percent 
of vegetable or fruit juice by volume. 

"Tobacco" means cigarettes, cigars, chewing or pipe tobac-
co, or any other item that contains tobacco. 

Repeal and New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Definitions". 

18:24-12.2A Threshold test for determining whether 
utensils are provided by seller 

(a) Food sold with eating utensils provided by the seller is 
subject to sales tax as prepared food. 

(b) The threshold test for determining whether eating 
utensils have been "provided by the seller" is as follows: 

1. Whether eating utensils are deemed to be "provided 
by the seller" depends on whether the seller's annual sales 
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of certain types of prepared food make up more than 75 
percent of its total sales of food and food ingredients 
(excluding alcoholic beverages). This 75 percent threshold 
is calculated as follows: 

i. First, calculate the percentage of food provided 
by the seller as follows: 

(1) Determine the numerator, which is made up of 
the total dollar value of sales of prepared food that is 
either sold in a heated state or heated by the seller; 
plus sales of prepared food made up of two or more 
food ingredients mixed or combined by the seller for 
sale as a single item; plus sales of food that cannot be 
transferred to the purchaser without plates, bowls, 
glasses, cups or other utensils (for example, fountain 
beverages, salad bar); then 

(2) Divide the numerator determined in (a)li(l) 
above by the total dollar value of all sales of food and 
food ingredients, including prepared food, candy, 
dietary supplements, and soft drinks, but not including 
alcoholic beverages. Application of the threshold test 
will depend upon whether the result of that calculation 
is more than .75 (more than 75 percent) or .75 or less 
(75 percent or less); and 

ii. Second, calculate the annual percentage of uten-
sil usage as follows: 

(1) The prepared food sales percentage will be 
calculated by the seller for each tax year or business 
fiscal year, based on the seller's data from the prior 
tax year or business fiscal year, as soon as possible 
after accounting records are available, but not later 
than 90 days after the beginning of the tax or business 
fiscal year; 

(2) A single prepared food sales percentage will 
be determined annually, for all of the seller's estab-
lishments in the State; and 

(3) A new business will make a good faith es-
timate of its prepared food sales percentage for its first 
year. A new business should adjust its good faith 
estimate prospectively after the first three months of 
operation if actual prepared food sales percentages 
materially affect the 75 percent threshold test. 

2. Application of the 75 percent threshold test as 
follows. 

i. For sellers with a sales percentage of 75 percent 
or less, utensils are considered to be "provided by the 
seller" if the seller's practice for the item (as represented 
by the seller) is to physically give or hand the utensil to 
the purchaser, except that plates, bowls, glasses, or cups 
necessary for the purchaser to receive the food (for 
example, dispensed milk or salad bar) need only be 
made available. 
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ii. For sellers with a sales percentage greater than 
75 percent, utensils are considered to be "provided by 
the seller" if they are merely made available to pur-
chasers. Thus, utensils at a kiosk or common area are 
treated as utensils "provided by the seller." 

(1) For sellers who sell items that contain four or 
more servings packaged as one item and sold for a 
single price, an item does not become prepared food 
based on the seller having utensils available. How-
ever, if the seller physically gives or hands a utensil to 
the purchaser, or plates, bowls, glasses or cups are 
necessary for the purchaser to receive the food, then 
the item is considered prepared food. 

New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

18:24-12.3 Receipts subject to sales tax 

(a) Sales tax is imposed on the receipts, including any 
cover, minimum, entertainment or other charge, or the value 
of a coupon, from every sale of prepared food of any nature 
either sold by restaurants, taverns, bars, cafeterias, and other 
food establishments in this State ( except as provided in this 
subchapter), or sold by caterers. 

(b) Examples of establishments engaged in the sale of food 
and drink for consumption on or off premises that are re-
quired to collect the tax on sales of prepared food include: 

Cafes 
Cafeterias 
Carry-out 
restaurants 
Caterers 
Coffee bars and tea 
parlors 
Convenience stores 
Delicatessens 
Diners 
Drive-in restaurants 

Fast food operators 
Fish stores that also 
sell fish cooked to 
order 
Food sellers in work 
places 
Hamburger and hot 
dog stands 
Ice cream stands 
Ice cream trucks 
Lunch bars, counters 
and rooms 
Lunch trucks 
Mall food courts 
Oyster and clam bars 

Pizzerias 
Restaurants 
Sandwich shops 
Snack bars 
Soda fountains, juice 
bars 
Sports/entertainment 
arena food sellers 
Sushi bars 
Taverns, grills and 
bars 

( c) Sales of food and drink through vending machines are 
subject to sales tax. (See N.J.A.C. 18:24-16 and 17.) 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June l, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

In (b ), inserted a reference to Sushi Bars. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (b ), inserted "Food vendors in offices, factories and other work 
places" following "Fast food operators", "Mall food courts" following 
"Luncheonettes", ", juice bars" following "Soda fountains" and 
"Sports/entertainment arena food vendors" preceding "Sushi bars". 
Amended by R.2008 d.356, effective December l, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Rewrote the introductory paragraph of (a); deleted (a)l and (a)2; and 
rewrote (b) and (c). 

TREASURY-TAXATION 

Case Notes 
Face value of nonreimbursable coupons was not taxable as receipt 

from sale of food or drink. Burger King Corp. v. Director; Div. of 
Taxation, 224 N.J.Super. 628,541 A.2d 241 (A.D.1988). 

Face value of nonreimbursable "two for one" coupons not "credit" 
subject to sales tax. Burger King Corp. v. Director; Div. of Taxation, 9 
N.J.Tax 251 (1987), affirmed 224 N.J.Super. 628,541 A.2d 241. 

18:24-12.4 Exemption for sales of food sold for human 
consumption off seller's premises 

(a) Receipts from the sale of food and food ingredients and 
dietary supplements sold for human consumption off the 
seller's premises are exempt from sales tax, except for sales 
of candy, soft drinks and prepared food. (See N.J.A.C. 18:24-
12.2.) 

(b) Candy, soft drinks, and prepared food are taxable types 
of food and food ingredients. (See NJ.AC. 18:24-12.2.) 

( c) Alcoholic beverages are not food and food ingredients, 
and their retail sale is subject to sales tax. 

Repeal and New Rule, R.2008 d.356, effective December 1, 2008. 
See:· 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Sales through vending machines". 

18:24-12.5 Receipts exempt from sales tax 

(a) The tax imposed on the sale of food and drink shall not 
apply to the following: 

1. Food and drink sold to an airline for consumption in 
flight; 

2. Food or drink sold in an elementary or secondary 
school at a restaurant or cafeteria located on the premises 
of such schools; 

3. Food or drink sold to an enrolled post secondary 
school student under the terms of a contractual agreement 
whereby the student does not pay cash when served. The 
sales may be made at a restaurant, tavern or other es-
tablishment on the premises of the school which is a post 
secondary school or in a fraternity, sorority or eating club 
operated in connection therewith; 

Example: A student who has paid a semester charge 
for room and board or board alone has entered into a 
contractual arrangement for food and drink. The arrange-
ment provides for a fixed number of meals over the 
duration of the contract, which are served in designated 
areas. The student is provided with identification, which 
entitles the student to be served meals. This plan 
qualifies for the exclusion. 

4. Food or drink sold to an enrolled post secondary 
school student who is not a participant in a student food 
plan as described in (a)3 above at a restaurant, tavern or 
other establishment on the premises of the school of his or 
her enrollment or in a fraternity, sorority or eating club 
operated in connection therewith. A student purchasing 
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food or drink otherwise subject to the tax can be required 
to exhibit to the seller/cashier a valid student identification 
card at the time of purchase in order to document the 
exemption. 

5. Food or drink provided as all or part of a food 
service project funded by government or by private non-
profit organizations to certain elderly or disabled persons 
for: 

i. Meals especially prepared for and delivered to 
homebound elderly, age 60 or older, and to disabled 
persons. 

ii. Meals prepared and served at a group sitting at a 
location outside of the home to the otherwise home-
bound elderly persons, age 60 or older, and otherwise 
homebound disabled persons. 

6. Food and drink furnished by an employer to 
employees for the employer's convenience where assigned 
a money value for purposes of: inclusion in remuneration, 
which is the basis for computing the employer's contri-
bution to the unemployment insurance fund; social secu-
rity; or meeting minimum wage requirements (regarding 
employees of hotels and restaurants). To qualify for ex-
emption, no cash may change hands as payment for the 
food and drink and the assigned value of such food and 
drink cannot be classified as income for Federal or New 
Jersey income tax purposes. 

7. Food or drink included in the total charges made by 
a rest home, residential health care facility, nursing home 
and boarding home licensed by the Department of Health, 
Department of Human Services or the Department of 
Community Affairs to residents for board, shelter and care. 

(b) See N.J.A.C. 18:24-9.12 regarding sales of food and 
drink to exempt organizations. 

Amended by R.1990 d.74, effective February 5, 1990. 
See: 21 N.J.R. 1107(a), 22 N.J.R. 363(c). 

Added new exemption at (a)5, recodified 5-7 to 6-8. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). · 

In (a)6, substituted "employer's" for "employee's" preceding "con-
venience" in the first sentence. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a)4, substituted "(a)3" for "(a)4" and "seller" for "vendor". 

18:24-12.6 Subsidized employee cafeterias and food 
service operations 

(a) An employer who by contra,ct or otherwise engages a-
caterer or food service contractor to provide food and drink or 
service to employees at the employer's expense is the pur-
chaser of food and drink subject to the sales tax. 

Example: Employer E provides food and drink to his 
employees without charge. E contracts with a food service 
contractor F to prepare and serve the food and drink for a 

18:24-13.1 

fee to be paid by E. The fee paid by E is subject to tax as a 
receipt from the sale of food and drink. 

(b) Sales of food, drink or service to employees through a 
cafeteria on an employer's premises are subject to the sales 
tax, except as provided in N.J.A.C. 18:24-14.3(a)6. 

Example: Employer E maintains a cafeteria or restaurant 
on his premises for the purpose of selling food and drink to 
his employees. The sale of the food and drink to the 
employees is taxable. 

( c) (Reserved) 

( d) If a subsidy based on individual sales of food and drink 
is paid by an employer in addition to a specified amount paid 
by the employees, both amounts are taxed as the receipt from 
the sale of food and drink. 

Example: Employer E will pay $0.50 to a caterer for 
each sale of food and drink to E's employees. E's em-
ployees will pay any amount due which exceeds the $0.50 
paid by E. Both the amount paid by the employee and the 
$0.50 paid by E are taxable receipts from the sale of food 
and drink. 

( e) The caterer or food service contractor is a seller re-
quired to collect the tax on receipts from either the employee, 
the employer, or both. 

Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (d), inserted "based on individual sales of food and drink" 
following "subsidy". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In ( e ), substituted "seller" for "vendor" and inserted ''the" preceding 
"employer". 

18:24-12.7 Gratuities and service charges 

(a) Any charge made to a customer is taxable as a receipt 
from the sale of food or drink unless: 

1. The charge is separately stated on the bill or invoice 
given to the customer; and 

2. The charge is specifically designated as a gratuity; 
and 

3. All such monies received are paid over in total to 
employees. 

SUBCHAPTER 13. GARBAGE REMOVAL SERVICE 

18:24-13.1 Garbage removal service on regular basis 
tax exempt 

Garbage removal service, when performed on a regular 
contractual basis for a term of not less than 30 days, is not 
subject to tax. 
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Amended by R.2008 d.356, effective December l, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Trash removal service on regular basis tax exempt". 
Substituted "Garbage" for "Trash". 

18:24-13.2 Garbage removal service defined 

(a) Garbage" means contained, bundled, or piled trash, 
waste, and rubbish, including, but not limited to, construction 
debris, discarded recyclables, hazardous waste, general 
household trash, restaurant food waste, medical and vet-
erinary waste, industrial waste, metal scraps, leaves, lawn 
clippings, twigs and brush. 

(b) "Removal" includes only the operation of picking up 
and physically removing contained waste from the premises 
and does not include activities related to maintaining or 
servicing property or any processing of the waste product. 
"Removal" does not include, for example, sweeping parking 
lots, plowing snow, cleaning up a construction site or septic 
tank cleaning. 

( c) Examples of garbage removal service include, but are 
not limited to: 

1. A private company removes trash from waste bas-
kets located in a building and collects the trash in larger 
receptacles for removal from the premises; 

2. A private company picks up contained garbage at a 
house; 

3. A private company picks up contained industrial 
sawdust at a plant; 

4. A private company picks . up contained hazardous 
waste from a veterinary surgical facility; 

5. A private company picks up stacked lawn clippings, 
leaves, and bundled brush from the curbs of houses; 

6. A private company picks up contained recyclable 
paper from an office building; or 

7. A private company pipes liquid waste (for example, 
wastewater or sludge) from a tank. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Trash removal service defined". Rewrote (a); in (b), 
inserted quotation marks around both occurrences of "Removal", 
substituted "does" for "would, therefore,", "plowing snow, cleaning up 
a" for "snow removal and", inserted ", for example,", and deleted 
"clean-up," following "site" and "a process such as" preceding "septic"; 
in introductory paragraph of (c), substituted "garbage" for "trash" and", 
but are not limited to" for "circumstances where" and deleted "would" 
preceding "include"; in (c)l, inserted "waste" and deleted "or" from the 
end; in (c)2, inserted "contained" and deleted "or" from the end; in (c)3, 
inserted "contained" and substituted a semicolon for a period at the end; 
and added (c)4 through (c)7. · 

Case Notes 
Taxpayer who provided service cleaning parking lots was not engaged 

in integrated process of trash removal for purposes of sales and use tax 

TREASURY~TAXATION 

exemption where, although taxpayer used vacuum system to remove dirt 
from parking lots and place it in dumpsters, separate entity was 
responsible for removing material from dumpsters. D. P.S. Acquisition 
Corp. v. Director, Div. of Taxation, 16 N.J. Tax 292 (Tax Ct.1997). 

18:24-13.3 Taxable garbage removal services 

Receipts for garbage removal services are subject to sales 
tax when they are not performed on a regular contractual 
basis for a contract term of 30 days or more. 

New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

SUBCHAPTER 14. TAXABILITY OF HOSPITAL SALES 
AND SERVICES 

18:24-14.1 Hospital sales may be exempt 

N.J.S.A. 54:32B-9(b)(l) permits a hospital which has 
qualified as an exempt organization to make sales which are 
not subject to the sales and use taxes imposed under the New 
Jersey Sales and Use Tax Act. 

18:24-14.2 Taxable hospital sales 

(a) The exemption provided in N.J.A.C. 18:24-14.1 is 
modified by N.J.S.A. 54:32B-9(c) which provides in part that 
the retail sales of tangible personal property by any shop or 
store operated by such organization shall be subject to the tax 
unless- the purchaser is an exempt organization. 

(b) In accordance with the foregoing, the following are 
examples of taxable retail sales: 

1. Prepared food sold to visitors; and 

2. Sales of cosmetics, candy, soft drinks, souvenirs, 
and other similar merchandise. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.lR. 2899(c). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832{a). 

In (b)l, substituted "Prepared food" for "Meals" and inserted "and"; 
and in (b)2, inserted "soft drinks," and a comma.following "souvenirs". 

18:24-14.3 Hospital sales specifically exempt 

(a) The following sales by qualified hospitals are not 
considered retail sales subject to the sales tax. These may be 
considered a guide to the legislative intent with respect to 
exemption: 

1. Drugs, medicines and meals furnished to patients 
and consumed on the premises; 

2. Charges for medical oxygen, and human blood and 
its derivatives administered to patients; 

3. Dressings and bandages applied in the hospital; 
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4. Charges for X-ray and radiation treatments, thera-
peutic diets and intravenous solutions furnished to patients; 

5. Charges for anesthesia supplies and laboratory tests; 

6. Prepared food, candy, and soft drinks sold in a caf-
eteria used exclusively by hospital employees; and 

7. Prosthetic devices, such as braces, splints, and casts 
applied in the hospital. 

As amended, R.1980 d.196, effective May 6, 1980. 
See: 12 N.J.R. 219(a), 12 N.J.R. 354(d). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a)l, inserted "to"; in (a)2, inserted "medical" and "and human", 
and substituted "and its derivatives" for "plasma and blood"; in (a)4, 
deleted "braces, splints, casts," preceding "therapeutic" and inserted 
"to"; in (a)5, substituted "tests" for "test"; in (a)6, substituted "Prepared 
food, candy, and soft drinks" for "Meals" and"; and" for a period at the 
end; and added (a)7. 

SUBCHAPTER 15. LAUNDRY AND DRY CLEANING 
SERVICES 

18:24-15.1 Scope of the subchapter 

This subchapter is intended to explain the sales and use tax 
treatment of laundry and dry cleaning services. Previously 
exempt pursuant to section 3(b)(2)(iv), laundry and dry clean-
ing services became taxable, effective October 1, 2006, ex-
cept as applied to clothing. 

18:24-15.2 Taxability of laundry and dry cleaning 
services 

(a) Receipts from the retail sale of laundry and dry clean-
ing services are subject to sales tax, except as provided in 
N.J.A.C. 18:24-15.3. 

(b) Examples of taxable laundry and dry cleaning services 
include, but are not limited to: dry cleaning drapes and cur-
tains, steam cleaning carpets, laundering hotel bed linens and 
towels, dry cleaning oriental rugs, steam cleaning upholstered 
furniture, laundering restaurant tablecloths and napkins. 

18:24-15.3 Laundering, dry cleaning, and cleaning of 
clothing is exempt 

(a) The cleaning, laundering, and dry cleaning of clothing 
is an exception to the taxability of laundry and dry cleaning 
services, and receipts for laundering and dry cleaning cloth-
ing are not taxable. 

(b) Examples of nontaxable services of cleaning clothing 
include, but are not limited to: dry cleaning sweaters, ma-
chine washing underwear and sleepwear, hand washing shirts, 
cleaning leather jackets, laundering work uniforms, cleaning 
and shining shoes. 

18:24-16.3 

18:24-15.4 Rentals of linens and clothing 

(a) Charges for the service of supplying non-clothing 
linens, such as bed linens, tablecloths, towels, mops, floor 
mats, and dust cloths, including picking up soiled items and 
replacing them with cleaned items, are taxable in full. 

(b) Charges for furnishing and cleaning clothing items, 
such as aprons, surgeons' scrubs, janitorial uniforms, protec-
tive overshoes, hospital gowns, waiters' uniforms, and other 
clothing items are exempt from tax. 

18:24-15.5 Receipts for use of self-service washing and 
drying machines 

Receipts for the use of coin-operated washing machines 
and dryers in a self-service laundromat or laundry room are 
not subject to sales tax. 

SUBCHAPTER 16. COIN-OPERATED VENDING 
MACHINES; SALES OF TANGIBLE PERSONAL 
PROPERTY; SALES OF FOOD AND DRINK 

18:24-16.1 Tax of vending machine sales generally 

In general, receipts from sales of taxable tangible personal 
property and receipts as defined in N.J.A.C. 18:24-16.6(c) 
from sales of taxable food and drink are subject to the New 
Jersey sales tax even where such sales are in the amount of 
less than $0.11, although an amount equal to the tax is not 
reimbursed to the seller by the purchaser. 

R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "sales tax" for "Sales Tax" and "seller" for "vendor". 

18:24-16.2 Registration to operate vending machines 

Sellers operating vending machines in the State of New 
Jersey must register with the New Jersey Division of 
Taxation to engage legally in the business of selling tangible 
personal property at retail, including also, food and drink of a 
kind the receipts from which are subject to the sales tax. 

R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "Sellers" for "Vendors". 

18:24-16.3 Registration number 

One Sales Tax Registration number is sufficient for all 
machines of one seller. 

R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
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Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "seller" for "vendor". 

18:24-16.4 Statement on vending machines 

There shall be affixed upon each vending machine, in a 
conspicuous place, a statement in substantially the following 
form: 

"This vending machine is operated by ______ _ 

Name of Seller 

Place of Business of Seller 
New Jersey Sales Tax Registration Number 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.2008 d.356; effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In the form, substituted "Seller" for "Vendor" twice. 

18:24-16.5 Seller's records; contents 

" 

(a) Adequate records must be kept by the seller, showing 
the following: 

1. The location or locations of each machine operated 
by him; 

2. The serial number of each machine operated by him; 

3. Purchases and inventories by physical units of 
merchandise bought for sale through all such machines; 

4. The unit prices charged by the seller; 

5. The gross receipts derived from the operation of 
each machine at each location, or the gross receipts derived 
from the sale of like products at each location; 

6. The receipts from exempt sales; 

7. The cost of all tangible personal property, food and 
drink, which the seller purchased for resale; and 

8. The cost of all supplies of which the seller is deemed 
to be the ultimate consumer. 

New Rule, R.1970 d.70, effe~tive July 1, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Ven~or's records; contents". In the introductory 
paragraph of (a) and m (a)4, (a)7 and (a)8, substituted "seller" for 
"vendor"; and in (a)7, inserted a comma following "drink". 

18:24-16.6 Tax on gross receipts 

(a) Sellers operating vending machines, which dispense 
personal property, other than food and drink, must report and 
pay to the State the tax upon the gross receipts from all sales 
of such items made through such machines, subject to the 
exemptions set forth in the Sales and Use Tax Act, such as 
items sold through vending machines for $0.25 or less 
(exempt under N.J.S.A. 54:32B-8.9 and N.J.A.C. 18:24-17). 

TREASURY-TAXATION 

(b) Effective January 3, 1980 (P.L. 1979, c. 274; N.J.S.A. 
54:32B-3(c)(4)), sellers operating vending machines, which 
dispense food and beverages must report and pay to the State 
the tax upon vending machine sales as defined in ( c) below 
from all sales of such items made through such machines 
subject to the exemptions set forth in N.J.A.C. 18:24-16.7(b) 
and (c). 

(c) For purposes of subsection (b) above, taxable vending 
machine sales means the wholesale price of food and bev-
erage which is 70 percent of the retail vending machine 
selling price of such food and beverage. 

( d) Sellers must report total receipts from all vending 
machine sales and deductions of all non-taxable items includ-
ing 30 percent of sales of food and drink. 

(e) Example: 

Receipts from sales of taxable 
tangible personal property 

Receipts from sales of milk 
Receipts from sales of food and 

beverages ( other than milk) 
Total receipts from all vending 

$1,000 
1,000 

machine sales 
Less deductions: 

8,000 

Milk $1,000 
30 percent of receipts from 

food and beverage sales (30 
percent x $8,000) 

Total deductions 
Receipts subject to tax 
Tax due (at 7 percent) 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 

2,400 

Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Deleted old and added new ( e ). Stylistic revisions. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J.R. 815(a). 

$10,000 

3,400 
$6,600 
$ 462 

In ( a), substituted a reference to $0.25 for a reference to $0.10. 
Amended by R.2008 d.356, effective December 1 2008 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). ' . 

In (a), substituted "Sellers" for "Vendors" and inserted a comma 
following the first occurrence of "machines" and following "Act"· in (b) 
substituted "c. 274" for "c.274" and "sellers" for "vendors" and b:tserted 
a comma following the first occurrence of "machin'es"· in (d) 
substituted "Sellers" for "Taxpayers"; and in ( e ), in the entry' for "T~ 
due", substituted "7" for "6" and "462" for "396". 

18:24-16.7 Tax exemptions 

(a) Receipts from sales of food or drink exempted from the 
tax by subsection 8.2 of the Sales and Use Tax Act, are not 
allowable deductions from gross receipts derived from sales 
through vending machines. 

(b) Receipts from the sale of food and drink sold through 
vending machines in a cafeteria of an elementary or sec-
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ondary school or to students in an eating facility of an 
institution of higher education, fraternity, sorority and eating 
club operated in connection with an institution of higher 
education are exempt from tax only when located within such 
cafeteria or eating facility. Receipts from sales of food and 
drink through vending machines located in areas not designed 
by an institution of higher education as an eating facility, 
other than a cafeteria or eating facility, are subject to tax as 
provided in N.J.A.C. 18:24-16.6(c). For purposes of these 
rules vending machines located in areas including but not 
limited to student lounges, dormitories, gymnasiums, librar-
ies, etc., are not deemed located in an eating facility. 

( c) In all instances the receipts from the sales of milk 
through vending machines are exempt from tax. 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Stylistic revisions. 

Case Notes 
Former subsection (b) resulting in subjection of food vending ma-

chine sales of 10 cents or less being subject to sales and use tax held 
invalid as not justified by statute and an impermissible amendment 
thereof by regulation. Automatic Merchandising Council of New Jersey 
v. Glaser, 127 N.J.Super 413, 317 A.2d 734 (App.Div.1974). 

18:24-16.8 Purchase of vending machine contents 
without tax payment; resale certificate 

A seller may purchase tangible personal property, food or 
drink for sale through coin-operated vending machines 
without payment of the sales tax provided he or she issued to 
his or her supplier a Resale Certificate, Form ST-3. 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Substituted "seller" for "vendor" and inserted "or she" and "or her" 

18:24-16.9 Responsibility for tax payment; amount 

( a) The owner or operator of vending machines is respon-
sible for the remittance of the Sales Tax. He must pay the tax 
on the total receipts, subject to statutory exemptions, without 
any deduction whatsoever for any expense incident to the 
conduct of business, such as a commission to the proprietor 
of the premises in which the equipment is located. 

(b) The tax to be remitted to the State ofNew Jersey by the 
seller is the amount of the actual tax collected from all 
taxable sales, or seven percent of the taxable sales, whichever 
amount is greater. 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

In (b ), tax increased from five to seven percent. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

18:24-17.3 

In (b ), substituted "seller" for "vendor" and "seven" for "six". 

SUBCHAPTER 17. SPECIFIC RULES FOR VENDORS 
WHO SELL TANGIBLE PERSONAL PROPERTY 
THROUGH VENDING MACHINES AT 25 CENTS 
OR LESS 

18:24-17.1 Statutory basis 

N.J.S.A. 54:32B-8.9 provides that the following receipts 
shall be exempt from the sales tax: 

"Tangible personal property sold through coin-operated 
vending machines at $0.25 or less, provided the retailer is 
primarily engaged in making such sales and maintains records 
satisfactory to the Director." 

Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Added N.J.S.A. 54:32B-8.9. 
Amended by R.2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J.R. 815(a). 

In "Tangible personal property", substituted a reference to $0.25 for a 
reference to $0.10. 

18:24-17.2 Definition 

The phrase "primarily engaged in making such sales," as 
used in N.J.S.A. 54:32B-8.9, refers to sellers engaged in 
making sales through coin-operated vending machines, and 
for this section to be applicable the seller must show that 
more than half of the total receipts from his or her business 
are derived from sales through coin-operated vending ma-
chines. 

Amended by R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Stylistic revisions. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Transposed the comma following "such sales" from outside to inside 
the closing quotation mark, substituted "sellers" for "vendors", "section" 
for "subsection" and "seller" for "vendor", and inserted "or her". 

18:24-17.3 (Reserved) 
Amended by R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

In (a)3i, changed cigarettes to milk. Stylistic revisions. 
Amended by R.2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J.R. 815(a). 

In (a)3ii, substituted references to $0.25 for references to $0.10 
throughout. 
Repealed by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

Section was "Reports qualifying exemption; contents". 
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18:24-17.4 Tax amount payable 

The amount of New Jersey sales tax payable is the net 
taxable receipts multiplied by .07 to effectuate application of 
the seven percent tax rate, or the actual tax collected, which-
ever is greater. 

Amended by R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Multiplication factor increased from .05 to .07; tax increased from 
five to seven percent. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December l, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Substituted "sales tax" for "Sales Tax", ".07'' for ".06" and "seven" 
for "six", and deleted "the" preceding "greater". 

SUBCHAPTER 18. TAXABILITY OF MOTOR FUELS 

18:24-18.1 Motor fuel exempt from Act 

(a) N.J.S.A. 54:32B-8.8 exempts sales of motor fuels as 
motor fuels are defined for the purposes of the New Jersey 
Motor Fuels Tax Law and sales of fuel to an airline for use in 
its airplanes or to a railroad for use in its locomotives. 

(b) In accordance with (a) above sales of fuels used to 
propel any aircraft or motor vessel are exempt from the New 
Jersey sales and use tax. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

SUBCHAPTER 19. SALES OF TANGIBLE PERSONAL 
PROPERTY AND SERVICES USED ON FARMS 

18:24-19.1 Scope of rules 

N.J.A.C. 18:24-19.1 through 19.7 are intended to clarify 
the application of the Sales and Use Tax Act (N.J.S.A. 
54:32B-I et seq.) to the sale, rental or leasing of tangible 
personal property and the sale of production and conservation 
services used directly and primarily in the production, 
handling and preservation for sale of agricultural or 
horticultural commodities at a farming enterprise. N.J.A.C. 
18 :24-19 .8 is intended to clarify the application of the Act to 
sales of containers used in a farming enterprise and sales of 
commercial motor vehicles registered as farm vehicles. 

New Rule, R.1971 d.195, effective November l, 1971. 
See: 3 N.J.R. 276(a), 3 N.J.R. 208(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Substituted a reference to this subchapter for a reference to this 
section, and substituted "primarily" for "exclusively" following "directly 
and". 

TREASURY-TAXATION 

Amended by R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 NJ,R. 3997(b). 

Rewrote the section. 

18:24-19.2 Definitions 

The following words and phrases, as used in this sub-
chapter, shall have the following meanings, unless the context 
clearly indicates otherwise: 

"Agricultural or horticultural commodities" means tangible 
personal property produced through the raising of plants or 
animals useful to people, with certain categories of excep-
tions noted below: 

I. The following are examples of "agricultural and 
horticultural commodities": 

i. Vegetables; 

11. Fruits, nuts and berries; 

u1. Poultry and poultry products (for example, 
chickens, ducks, eggs); 

iv. Game animals (for example, rabbits, quail); 

v. Dairy animals and milk (for example, cows, 
goats); 

vi. Grain (for example, com, oats, wheat); 

vii. Trees (for example, shade trees, Christmas trees) 
and forest products (for example, timber); 

viii. Honey and other apiary products; 

ix. Fur-bearing animals and their skins and fur (for 
example, sheep, minks); 

x. Livestock and their meat (for example, cattle, 
pigs, sheep); 

xi. Horses; 

xii. Products of aquaculture (for example, tuna, 
oysters, waterlilies); 

xiii. Sod; 

xiv. Forage and fee crops (for example, soybeans, 
feed com); and 

xv. Ornamental plants (for example, flowers, yews). 

2. The following are not deemed to be "agricultural and 
horticultural commodities": 

i. Dogs and cats; 

ii. Microscopic organisms raised in a laboratory (for 
example, penicillin); and 

iii. Secondary commodities produced from agricul-
tural or horticultural commodities (for example, jellies, 
ice cream, pies, wreaths, woolen fabrics, fmished lum-
ber). 
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"Aquaculture" means the propagation, raising and harvest-
ing for sale of aquatic organisms, in controlled or selected 
environments in which the farmer must actively intervene in 
the rearing process in order to effect, improve or increase 
production for the purpose of sale. 

"Automobiles" means motor vehicles designed to be used 
on public roadways and required to be registered as motor 
vehicles, other than vehicles that qualify for exemption pur-
suant to N.J.S.A. 54:32B-8.43(a)(l), (2) or (3). (See NJ.AC. 
18:24-7.18.) 

"Conservation services" means services performed in order 
to conserve soil, water, soil nutrients or other natural re-
sources useful in the production of agricultural or horti-
cultural commodities. 

1. "Conservation services" are exempt under this 
section only when used directly and primarily in the pro-
duction, handling or preservation of agricultural or hor-
ticultural commodities for sale. 

2. Following are examples of conservation services: 

i. Aerial sowing of fall cover crop in a field of 
growing summer crops for purposes of soil nutrient 
management; and 

ii. Applying mulch to growing crops during a 
drought to prevent moisture loss. 

"Dairy farming" means the business of breeding, feeding 
and raising of cattle and other milk-producing animals, and 
the production of feed for them by the owner of such animals, 
but does not include operations such as the making of butter, 
cheese or ice cream. 

"Energy" means natural gas or electricity as defined in 
N.J.S.A. 54:32B-2(gg). 

"Farm animals" means animals that fall within the defin-
ition of "agricultural commodities" and animals that perform 
work used directly and primarily in production, handling and 
preservation for sale of agricultural and horticultural com-
modities. 

1. The following are examples of "farm animals" as 
used in this subchapter: 

i. Cows raised for their milk for sale; 

11. Pigs raised for their meat for sale; 

111. Horses bred and raised for sale; 

1v. Draught animals used for productive farm work; 
and 

v. Herding dogs used by a sheep farmer. 

2. The following are not examples of "farm animals" as 
used in this subchapter: 

i. Farmer's pet dogs, hunting dogs, watch dogs; 

18:24-19.2 

ii. Horses being boarded and trained for customers; 
and 

m. Animals not raised for sale, which are used on 
the premises where they are maintained for purposes 
other than farm work, for example, trout in a stream 
stocked for fishermen, animals in a petting zoo, horses in 
a riding academy. 

"Farmer" means a person who owns, operates or manages a 
farming enterprise for gain or profit. 

"Farming enterprise" means a business or part of a 
business which, using land and improvements to the land, is 
engaged primarily in producing agricultural or horticultural 
commodities for sale. 

1. The following are examples of "farming enter-
prises": 

1. A fruit orchard that raises apples, pears and 
cherries for sale to the public; 

ii. A tree nursery that grows trees for sale to 
contractors and property owners; 

iii. A game farm that raises pheasants and other 
game animals for sale to butchers, supermarkets and 
sporting clubs; 

iv. A fish hatchery that raises fish for sale to 
restaurants, food stores and fish processors; 

v. A cranberry facility that grows cranberries for 
sale to distributors and food processors; 

vi. A greenhouse that grows flowering plants for 
sale to retail stores; 

vii. A sod farm that grows sod for sale to 
landscapers; 

viii. A poultry farm that raises chickens for their meat 
and eggs for sale; 

ix. A horse farm that breeds horses for sale to horse 
dealers and to the public; 

x. A dairy farm that raises cows in order to sell their 
milk; 

xi. A grain farm that produces crops for either 
human consumption or livestock forage; and 

xii. A vegetable farm. 

2. The following are not "farming enterprises": 

i. A horse boarding enterprise; 

ii. A horse training enterprise; 

m. A botanical garden primarily engaged in 
displaying plants; 

iv. A hunting game preserve; 
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v. A lake that is stocked with trout, for sporting and 
recreational use; 

vi. Farmers' markets, produce stores, dairy product 
stores, florist shops; 

vii. A kennel that raises dogs for sale; and 

viii. Rural property on which the owner may grow or 
raise horses, barnyard animals, flowers, vegetables and 
fruits primarily for his own use rather than for sale. 

"Handling and preservation" means the care and mainte-
nance of farm animals and of agricultural and horticultural 
commodities during production for sale and up to the point 
when the commodity reaches a marketable state, and the 
prevention of spoilage or deterioration of agricultural and 
horticultural commodities during and after production until 
they reach a marketable state. 

"Production services" means services purchased by a 
farmer that are part of the process of planting, breeding, 
propagating, feeding, fertilizing, raising, or harvesting agri-
cultural or horticultural commodities on that farmer's farming 
enterprise for the purpose of selling those commodities. 

1. The following are examples of "production ser-
vices": 

1. Plowing a field in preparation for planting; 

ii. Spraying pesticide on a sod field; 

111. Shoeing horses used for breeding purposes; 

iv. Shearing sheep raised for their wool; and 

v. Picking and packing berries grown for sale. 

2. The following are not examples of "production ser-
vices": 

i. Cleaning a retail store facility operated by the 
farmer; 

11. Services of repairing farm production equipment; 

iii. Grooming pet horses; 

iv. Making repairs on farm workers' housing; and 

v. Renting a storage space for farm equipment. 

New Rule, R.1971 d.195, effective November 1, 1971. 
See: 3 N.J.R. 276(a), 3 N.J.R. 208(a). 
Amended by R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.R. 3997(b). 

Rewrote the section. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Rewrote the introductory paragraph; in definition "Production 
services", deleted "and" from the end of 2iii, substituted "; and" for a 
period at the end of 2iv; and added 2v. 

Case Notes 
Chemicals purchased to clean and sanitize milk processor's lines, 

fillers and tanks held not sales tax exempt as property used and 
consumed on a farm because taxpayer failed to establish that its 

TREASURY-TAXATION 

operation was a dairy farm, and the chemicals were not used to handle 
and preserve farm products on a farm premises. Tuscan Dairy Farms, 
Inc. v. Director, Div. of Taxation, 4 N.J.Tax 92 (Tax Ct.1982). 

18:24-19.3 Scope of exemption 

(a) The exemption provided by N.J.S.A. 54:32B-8.16 
applies to the purchases of: 

1. Tangible personal property; 

2. Production services; and 

3. Conservation services. 

(b) The exemption applies only when the property or 
service is purchased for use or consumption directly and 
primarily in the production for sale, handling for sale or 
preservation for sale of agricultural or horticultural com-
modities. 

(c) The exemption provided by N.J.S.A. 54:32B-8.16 
applies only to purchases by the farmer of property or ser-
vices to be used in that farmer's own farming enterprise. 

1. The exemption does not apply to purchases by a 
contractor of tangible personal property to be installed on a 
customer's farm premises or consumed during the work 
performed by the contractor on that property. 

2. The exemption does not apply to purchases of items 
used by a service provider in rendering services to a 
farmer, regardless of whether the services rendered will be 
exempt. 

(d) The exemption does not apply to purchases of the 
following categories of tangible personal property: 

1. Automobiles; 

2. Energy; and 

3. Materials used to construct a building or structure, 
with the following exceptions: 

1. Silos; 

ii. Greenhouses; 

iii. Grain bins; and 

1v. Manure handling facilities. 

New Rule, R.1971 d.195, effective November 1, 1971. 
See: 3 N.J.R. 276(a), 3 N.J.R. 208(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.R. 3997(b). 

Rewrote the section. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

18:24-19.4 Direct use 

(a) In order to be exempt under N.J.S.A. 54:32B-8.16, a 1 ! 
farmer's purchase of qualified tangible personal property or \.~_/ 

Supp. 12-1-08 24-58 



SALES AND USE TAX ACT 

services must be used directly in the production, handling or 
preservation for sale of agricultural or horticultural com-
modities on the purchaser's farming enterprise. 

(b) In determining whether a service or an item of tangible 
personal property is used directly for an exempt purpose, the 
following factors are to be considered: 

1. The physical proximity of the item in question to the 
production, handling or preservation for sale process in 
which it is used; 

2. The proximity of the time of use of the property or 
service to the time of use of other property or services 
employed before or after it in the production, handling or 
preservation of agricultural or horticultural commodities; 
and 

3. The active causal relationship between the use of the 
property or service in question and the production, han-
dling or preservation of an agricultural or horticultural 
commodity. 

(c) Tangible personal property and services qualify for the 
farm use exemption when used primarily in growing agri-
cultural or horticultural commodities, or in preserving agri-
cultural commodities from the time of harvest until they are 
in a marketable state, or in maintaining farm animals or han-
dling agricultural and horticultural commodities until they 
reach a marketable state. 

1. Tangible personal property used in planting, propa-
gating, growing, feeding, stimulating growth, or raising 
plant and animal agricultural or horticultural commodities 
is used directly in production for sale, for example, tilling 
equipment used in a vegetable farm, seeds used in a forage 
crop farm, fertilizer used in a sod farm, feed scoops used in 
a poultry farm, bull semen used in a cattle ranch, incubator 
used by a poultry farm. Repair and replacement parts for 
exempt farm equipment are also exempt from tax, but 
repair services are taxable. 

2. Services of an outside service contractor of tilling, 
planting, or harvesting are used directly in production. 

3. Property used to extract or separate an agricultural or 
horticultural commodity from farm animals, the soil, water, 
or plants is used directly in production, for example, 
milking equipment, egg collecting equipment, cherry pick-
ing devices, combines, sheep shearing tools, and ropes 
used by a tuna aquaculture enterprise. 

4. Services of an outside service contractor of extract-
ing agricultural or horticultural commodities from farm 
animals, soil, water or plants for the farmer are used 
directly in production, for example, picking fruit for an 
orchard, shearing sheep for a sheep farm, aerial spraying of 
pesticide on an orchard. 

5. Tangible personal property or services are used 
directly in "handing and preservation" of agricultural or 
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horticultural commodities for sale when used for the fol-
lowing purposes: 

i. Maintaining the health of farm animals, handling 
and maintaining agricultural or horticultural commodi-
ties during production, and preparing them until they 
reach a marketable state, for example, equipment used to 
wash and pack fruit at a fruit orchard, ropes and 
harnesses used in moving livestock on a ranch, medi-
cines for a sheep farmer's herding dog, debeakers used 
on a poultry farm, service of washing eggs on poultry 
farm, grooming and shoeing service provided for horse 
breeding farm; or 

ii. Preventing the spoilage or deterioration of agri-
cultural or horticultural commodities until they reach a 
marketable state, for example, refrigerators to cool and 
preserve raw milk on a dairy farm, disinfectants to steril-
ize milking equipment and cans on a dairy farm, cooling 
equipment to preserve harvested perishable fruits on an 
orchard, watering equipment to maintain the freshness of 
balled and burlapped trees on a tree farm until shipment 
to market, pesticide application service to preserve hor-
ticultural products being prepared for sale by a farm. 

( d) A fanner' s purchase of building materials used to con-
struct a silo, greenhouse, grain bin or manure handling 
facility is exempt from sales tax if the silo, greenhouse, grain 
bin or manure handling facility will be used directly and 
primarily in producing, handling or maintaining the specific 
varieties of agricultural or horticultural commodities raised in 
that farmer's farming enterprise: 

1. Repair or replacement parts purchased by the farmer 
for such structures are also exempt. 

2. Tools and equipment used to construct such struc-
tures are not exempt. 

( e) Property or services used in producing secondary prod-
ucts, made from agricultural or horticultural commodities, are 
not deemed to be used "directly" in the production of an 
agricultural or horticultural commodity and therefore are not 
eligible for the farm use exemption. (However, the manufac-
turing equipment exemption may apply in some circum-
stances. See N.J.S.A. 54:32B-8.13a and N.J.A.C. 18:24-4.) 

1. For example, property or services used in making 
butter, sausage, jellies, flour, cider, cheese, ice cream, 
woolen fabric, floral wreaths, herbal sachets, bees wax 
candles, finished lumber, furniture and other items which 
are made from farm products, but which are not in 
themselves agricultural or horticultural commodities, are 
not eligible for exemption under the farm use exemption 
provision, N.J.S.A. 54:32B-8.16. 

2. Property and services used directly and primarily in 
producing an agricultural or horticultural commodity are 
exempt from tax, even though the farmer may also operate 
another enterprise, which is not a farming enterprise, in 
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which he produces and sells secondary products made from 
his farm products: 

i. For example, a corporation which raises sheep 
for their wool, which it then uses to make sweaters and 
blankets for sale, is eligible for the farm use exemption 
on purchases of tangible personal property used in 
raising the sheep and shearing the wool; 

ii. A business that raises flowers and herbs in order 
to produce wreaths, sachets, teas and jellies for sale is 
eligible for the farm use exemption on seeds, fertilizers 
and farming equipment used in planting, raising and 
harvesting the herbs and flowers. 

(f) The fact that a particular item of tangible personal 
property or service may be essential to the conduct of a 
farmer's business because its use is required by law or 
practical necessity does not, by itself, mean that the property 
or service is used "directly" in production, handling or 
preservation for sale of agricultural or horticultural commod-
ities. 

1. Example: A vegetable farmer's purchase of a smoke 
alarm to install in farm workers' housing is not exempt 
under N.J.S.A. 54:32B-8.16 because the item is not used 
"directly" in production, handling or preservation of agri-
cultural or horticultural commodities. 

2. Example: A sod farmer's purchase of books, CD-
Roms and other employee training materials regarding the 
safe use of pesticides, although necessary, is not exempt 
because it is not used "directly" in production. 

(g) Property and services used in personal, administrative, 
clerical, financial, personnel management, promotional, re-
pair, sales and other nonfarming activities are not used di-
rectly in the production, handling and preservation of agri-
cultural and horticultural commodities and, therefore, are not 
eligible for the farm use exemption. 

1. Following are examples of taxable tangible personal 
property not used "directly" in production, handling or 
preservation of agricultural or horticultural commodities: 

i. Office furniture, equipment and supplies; books 
and educational materials; recordkeeping materials; 

ii. Advertising and promotional materials; 

111. Equipment and supplies used in transporting 
products to market or to customers, or in displaying 
products for sale or in operating a store; 

iv, Computers and software; 

v. Items used to prevent or fight fires, first aid 
supplies, safety and accident prevention equipment; and 

vi. Property used for the personal comfort or con-
venience of the farmer, his employees, service person-
nel, suppliers or customers, for example, planking for 
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crosswalks, beds and fans for migrant labor camp; 
telephones. 

2. Following are examples of taxable services not used 
"directly" in the production, handling and preservation for 
sale of agricultural and horticultural commodities; 

i. Repairing farming equipment; 

ii. Janitorial services; 

111. Landscaping, snow removal, and grounds 
cleanup and maintenance services; 

iv. Grooming dogs, horses and other animals kept 
for the farmer's personal use or enjoyment; 

v. Repairing a greenhouse; 

vi. Imprinting the farmer's stationery with his 
business logo; 

vii. Direct mail processing services of promotional 
literature sent to potential New Jersey customers; 

viii. Painting and maintaining a silo; 

ix. Cleaning and repairing a grain bin; 

x. Repairing a farm truck; 

xi. Security services, including guard dog services 
and installation of alarm systems; and 

xii. Boarding of horses, not used in the business of 
breeding and raising horses for sale. 

New Rule, R.1971 d.195, effective November 1, 1971. 
See: 3 N.J.R. 276(a), 3 N.J.R. 208(a). 
Amended by R.1977 d.484, effective December 29, 1977. 
See: 9 N.J.R. 594(a), 10 N.J.R. 8l(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

Substituted "primarily" for "exch.1sively" throughout; and in (f)7iii, 
added an exception for energy and utility service. 
Repeal and New Rule, R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.R. 3997(b). 

Section was "Directly in production". 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (g)2ix, deleted "and" from the end; in (g)2x, substituted a 
semicolon for a period at the end; and added (g)2xi and (g)2xii. 

Case Notes 
Chemicals pun;hased to clean and sanitize milk processor's lines, 

fillers and tanks held not sales tax exempt as property used and 
consumed on a farm because taxpayer failed to establish that its 
operation was a dairy farm, and the chemicals were not used to handle 
and preserve farm products on a farm premises. Tuscan Dairy Farms, 
Inc. v. Director, Div. of Taxation, 4 N.J,Tax 92 (Tax Ct.1982). 

18:24-19.5 Primary use 

(a) In order to be exempt under N.J.S.A. 54:32B-8,16, a 
farmer's purcha,se of qualified tangible personal property or 
services must be used prima,rily in the production, handling 
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and preservation for sale of agricultural or horticultural 
commodities on the purchaser's farming enterprise. 

(b) When a service or piece of tangible personal property 
is put to use in more than one way, the item of service or 
property is not exempt under this section unless it is used 
more than 50 percent of the time directly in the production, 
handling and preservation for sale of agricultural or 
horticultural commodities. 

(c) Examples: 

1. A farmer is in the business of raising vegetable 
plants for sale to garden centers and other retail sellers of 
plants. He buys tilling equipment which he uses to prepare 
the soil for planting. The equipment is used directly in the 
production of the horticultural commodities he raises for 
sale. The farmer also occasionally uses the tiller to prepare 
a small decorative flower border at the entrance of his 
farm, adjacent to the road. The tiller is used approximately 
90 percent of the time in preparing the growing areas for 
plants raised for sale, and 10 percent in preparing the 
decorative border. 

The tiller qualifies for exemption because it is used di-
rectly in production for sale more than 50 percent of the 
time. 

2. A partnership breeds and raises horses for sale. It 
also uses a portion of its property as a boarding and 
training facility for customers' horses. It makes the 
following purchases: food additives, horse shoeing tools, 
grooming equipment. The food additives are used 
approximately 60 percent of the time in feeding the horses 
used for breeding for sale and 40 percent in feeding the 
horses being boarded; the horse shoeing tools are used ap-
proximately 75 percent of the time on the horses being bred 
for sale and 25 percent on the horses boarded for 
customers; the grooming equipment is used approximately 
20 percent on the horses bred for sale, 80 percent on the 
horses boarded or trained for customers. 

The food additives and horse shoeing tools qualify for 
exemption because they are used more than 50 percent of 
the time directly in the production, handling and pres-
ervation of an agricultural product, that is, horses, for sale. 
The grooming equipment does not qualify because it is 
used directly for exempt purposes only 20 percent of the 
time; its use in the boarding and training of customers' 
horses is not a use in the production, handling and 
preservation of horses for sale. 

3. A corporation is in the business of operating a 
botanical garden. It charges the public a fee for admission 
to its greenhouses to view the plant collections and 
displays. Part of each greenhouse is used for propagating 
and growing plants. Most of the plants are grown for 
display in the portions of the greenhouses open to the 
public. Approximately 15 percent of the plants are grown 
for sale in the botanical garden's gift shop or for sale to 
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plant stores. The corporation is purchasing materials to 
construct an additional greenhouse in the complex, which 
will be used in the same way as the existing greenhouses. 

The materials purchased to construct a greenhouse will 
not qualify for exemption because they will not be used 
more than 50 percent of the time in the production, pres-
ervation or handling of horticultural products for sale. 

4. A corporation operates a tree nursery, which raises 
trees for sale. It uses the land adjacent to the tree nursery to 
operate an arboretum, which grows and maintains trees that 
are not for sale and provides free tours to the public. The 
corporation contracts with an aero-spray service to spray 
pesticide on the nursery and the arboretum as needed. The 
service is used 70 percent of the time on the tree nursery 
and 30 percent of the time on the arboretum. 

The lump sum fee for the service is exempt, since the 
aero-spraying of pesticides is a production service used 
directly in the production and preservation of horticultural 
products for sale 70 percent of the time. 

5. A tree nursery and landscaping business grows 
shade trees which it installs for its customers as part of its 
landscaping operation. It purchases tree seedlings, watering 
equipment, and digging equipment. The watering equip-
ment is used during the growing process, and the digging 
equipment is used approximately 70 percent in the growing 
operations and 30 percent in the landscaping operations. 

The purchase of the watering equipment is eligible for 
the farming use exemption because it is used directly in 
production in the nursery's farming operations. The 
digging equipment also qualifies for exemption because, 
although it is used part of the time in the landscaping 
operations, it is used more than 50 percent of the time, that 
is, primarily, in production of an agricultural commodity 
(trees). The seedlings are not eligible for exemption be-
cause they become the property which the business installs 
in its landscaping operation. When this business installs 
trees or performs other landscaping jobs on its customers' 
real property, it is acting as a contractor, rather than as a 
farmer. Contractors are liable for sales or use tax on the 
materials they install on their customers' real property. 

( d) The eligibility of a particular purchase for exemption 
under the farm use exemption provision (N.J.S.A. 54:32B-
8.16) depends upon the nature and extent of its use in the 
farming enterprise. 

1. The fact that an item of service or tangible personal 
property is purchased by a farmer does not in itself make 
the purchase eligible for exemption. 

2. Examples: 

i. A vegetable farmer raises vegetables for sale. He 
also raises a goat, a sheep, and several ducks for the 
enjoyment of his family and guests, but does not sell the 
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animals or their products. His purchases of feed for the 
animals are not exempt. 

ii. A neighboring farmer raises goats, sheep and 
ducks for their meat, milk, wool and eggs for sale. He 
also grows vegetables solely for his family's consump-
tion. His purchases of fertilizer and a hoe for. his vege-
table garden are not eligible for exemption. 

iii. Three farms maintain horses on their premises. 
Farm No. 1 breeds and raises horses for sale. Farm No. 2 
raises com and beans for sale, and also boards a few 
horses for customers. Farm No. 3 raises horticultural 
products for sale in a greenhouse and also has a few 
horses which it raised for the use and enjoyment of the 
farmer's family. The purchases of feed, equine medicine, 
and horse grooming supplies by Farm No. 1 qualify for 
the farm use exemption. Purchases of the same items by 
Farm No: 2 and Farm No. 3 are taxable, because the 
items are not used directly and primarily in the pro-
duction, handling and preservation of horses ("agricul-
tural product") for sale by that farm. 

iv. A sod farmer grows most of his sod for sale to 
landscaping contractors. However, he sometimes acts as 
a "contractor" by supplying fully installed sod to his cus-
tomers. The farmer purchased two pieces of equipment: 
a cutting implement used to cut and harvest mature sod 
for sale, and a roller used in planting and installing sod 
on customers' property. The cutter is eligible for the 
farm use exemption. The roller is not, because it is used 
in contracting work, not in the farming operation. 

Repeal and New Rule, R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.R. 3997(b). 

Section was "Farmer's Exemption Certificate-ST~?''. 

18:24-19.6 Exclusions; exceptions to exclusions 

(a) The exemption provided by N.J.S.A. 54:32B-8.16 does 
not apply to purchases of the following categories of tangible 
personal property, even if they are used directly and primarily 
in the production of agricultural and horticultural commod-
ities: 

1. Automobiles; 

2. Energy; and 

3. Materials used to construct a building or structure, 
with the exception of the following single-use agricultural 
facilities: silos, greenhouses, grain bins, manure handling 
facilities. 

(b) The exclusion from exemption for materials used to 
construct a building or structure does riot apply to farming 
equipment used directly and primarily in the production, 
handling and preservation of agricultural or horticultural 
commodities, even if the equipment must be permanently 
affixed to an existing building or structure. Purchases of such 
equipment are deemed to be exempt purchases of farming 
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equipment; they are not deemed to be purchases of materials 
used to construct a building or structure. 

( c) Examples: 

1. A vegetable farmer makes the following three pur-
chases: a farm tractor used in preparing fields for planting, 
a commercial truck with manufacturer's gross vehicle 
weight rating over 18,000 pounds which he registers with 
Motor Vehicle Services as a farm vehicle, and an all-terrain 
vehicle which he used to transport workers and farming 
implements to the work site. 

The all-terrain vehicle does not qualify for exemption; as 
an "automobile" it is excluded from the scope of the 
exemption. The commercial farm truck is not an "auto-
mobile." The commercial truck qualifies for exemption 
under the comrnercial truck exemption provision, N.J.S.A. 
54:32B-8.43, regardless of whether it is used "directly and 
primarily" in production. The farm tractor, which is not 
required . to be registered as a motor vehicle, is not an 
"automobile." It is farm equipment, which is exempt when 
used directly and primarily in production. 

2. A poultry farmer purchases animal feeders which 
must be permanently installed onto an existing farm build-
ing. 

The purchase qualifies for exemption as tangible per-
sonal property used directly and primarily in production of 
agricultural products. 

3. A farmer who grows horticultural products in green-
houses purchases building materials which· he intends to 
use to construct a permanent addition to his greenhouse. 

The farmer's purchase qualifies for exemption as 
tangible personal property used directly and primarily in 
production. Because the materials will be used to construct 
a greenhouse, they are not the kind of building materials 
that are excluded from the scope of the exemption. 

4. The same farmer hires a contractor to build a new 
greenhouse for him. The contractor purchases materials to 
construct the greenhouse- for the farmer. 

The contractor must pay tax on his purchase of ma-
terials. The farm use exemption is available only to the 
farmer and does not pass through to the contractor. 

5. A farmer purchases lumber and other. materials to 
build a barn. 

The farmer must pay tax on his purchase of materials. 
The exemption does not apply to materials used to 
construct a building, with certain exceptions; barns are not 
among the four exceptions enumerated in the statute. 

6. A farmer uses electric and gas utility services di-
rectly and primarily in some of his production activities. 
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SUBCHAPTER 20. GOMMERCIAL ADVERTISING 
FILM NEGATIVES, ORIGINAL PRODUCTION 
VIQEO TAPE, AND SII\IULAR MATERIAL$ 

18:24-20.1 Scope of role 
This section is intencled to clarify the application of the 

Sales and Use Tax Act (N.J.S.A 54:32B-1 et seq.) to the use 
of commercial advertising ftln:i negatives, commercial orig-
inal productiotJ video tape, and similar materials stored in 
New Jersey. 

R.1972 d.27, effective February 9, 1972. 
See: 4 N,J.R. 54(b), 4 N.J.R. 12(b). 

18:24-20.i Taxability 

(a) Where, after the original commercial advertising mo-
tion picture negative is :finally edited and completed outside 
of the· State of New Jersey, and after one or more duplicate 
negatives and/or one or inore fine grain master positives are 
mac:le outside the State, the original negative, with or without 
said dupes or ful.e grain masters, is or may be brought into 
New Jersey for various purposes, including the storage 
thereof, the pers9n bringing the same into the State is subject 
to the New Jersey compensating use tax on the use of each of 
such origitial · negatives, duplicate negatives or fine grain 
master p9sitives at the time each of them is brought into the 
State, regardless of the nature or extent of the subsequent use 
of each of said original negatives, dupe uegatives or fine 
grain master positives. 

(b) Under the circumstances described in subsection (a) 
above, whether original negative, duplicate negative, or fine 
grain master positive, the State compensatit'J.g use tax shall be 
computed upon the raw stock cost of the :J;ilm, plus the cost of 
laboratory devel9pment of each original negative, duplicate 
negatjve · or fme grain master positive brought into the State. 
The raw stock cost of the film is the price paid for the 
quantity of the film brought into the State as if unexposecl. 
The cost of labora,tory development is the compensation paid 
tQ an outsicle laboratory. If the development process is per-
formed in and by the user's own laboratory and/or affiliated 
laboratory, the cost of laborat9ry development may be 
determinecl from its own records or in lieu thereof, the cost 
shall be the c:ompensation charge for similar development by 
another outside laboratory in the same area at the time of 
development. Where the duplicate negative or fine grain 
master positive is made. by an outside laboratory which als9 
:furnishes the raw stock film, the cost with respect to such 
duplicate negative or fme grain master positive shall be the 
laboratory's total charge therefor. 

(c) Where, after the commercial original production video 
tape· is :J;inally edited and completed outside of the State of 
New Jersey, and after one or more original protection du-
plicates and/or one or more air master tapes applicable to both 
high band and low band video tape recording, are made 
outside the State, the original production video tape with or 
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without said original protection dllplic.ates or air master tapes 
is or may be brought into New Jersey for various purposes 
including the storage thereof, the person bringing the same 
into the· State is subject to the New Jersey compensating use 
tax on the use of such original ·production video tapes, 
original production duplicates or air master tapes at the time 
each of them is brought into the State regardless of the nature 
or extent of the subsequent use of each of said original 
production tapes, original protection duplicates or air master 
tapes. 

( d) Under the circumstances described in subsection ( c) of 
this Section, whether original production video tape, original 
protection duplicate or air master tape, the State compen-
sating use tax shall be computed upon the raw stock cost of 
the tape plus the cost of machine . time (processing of video 
tape) of each original production video tape, original protec-
tion duplicate or air master tape brought into the State. The 
raw stock cost of the tape is the price paid for the quantity of 
tape brought into the State without the cost of macltine time. 
The cost of machine time is that paid to an outside laboratory. 
If the machine time is in and by the user's own laboratory 
and/or affiliated laboratory, the cost of the machine time may 
be determined from its own records or, in lieu thereof, the 
cost shall be the compensation for similar cost of machine 
time by another outside laboratory in the same area at the 
time rendered,. Where the original protection duplicate or air 
master tape is made by an outside laboratory which also 
fun:iishes the raw stock tape, the cost with respect to such 
original protection duplicate or air master tape shall be the 
laboratory's total charge therefor. 

R.1972 d.27, ef'fective February 9, 1972. 
See: 4 N.J.R. 54(b), 4 N.J.R. 12(b). 

SUBCHAPTER 21. (RESERVED) 

SUBCHAPTER 22. SALES MAPE BY FLOOR 
COVERING DEALERS 

18:24-22.1 Scope of subchapter 

This subchapter is design~d to clarify the tax obligations of 
persons who sell and/or install floor coverings including, but 
not limited to, carpeting, linoleum, tile, hardw0<>d, marble 
and padding. . 

As amended, R.19~0 d.102, effective March 5, 1980. 
See: 12 N.J.R. 96(b), 12 N.J.R. 224(d). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.'R,. 3848(a). 

Inserted", hardwood, marble'' following "tile". 

18:24~22.2 Floor covering dealer transactions 

(a) "Floor c9vering dealer'' means a person who makes 
retail sales of floor coverings. 

Supp. 3-17-14 24-64 Next Page is 24-64.1. 
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must collect the sales .tax from his or het Cltisfonier on the 
sales.price of the floor covering. 

(c) The sales tax collec:tion·obligations ofa Hoot covering 
dealer/installer, who as both a seller of tangible personal 
property and a contractor ate as follows: 

L A floor covering dealer in N~W Jersey is required to 
be tegistered as a seller with the New Jersey Division of 
Taxation a:tid to collect tax :froni · customers to whom· it 
makes tetail sales offloor coverings in Ne:w Jersey. 

2 .. · A flo~r coveting dealer . who installs the flo~t 
covetings that be or she sells, or who artangesforsu&-
contractors to install the Hoor coverings for him or her, is 
both a retailsellerof floor coverings and a c~mtractorwitb. 
respect to. the. installation .• services. The dealer/contractor 
must collect sales tax from customers on both the sale of 
floot coverings and the sale of installation setvices. 

As amended, R1978 d.3:ZO; effective September 13, 1978 . 
. See: lON.J;R. 362(a); lONJ.R. 457(b). 
Amended by R.2003 d.348; effective August 18, 2003. 
See: 35 N.J,R. 2165(a), 35 N.J.R. 3848(a), . < .. . . . .· .· ·. .• 

Added a new (a); re<:udifted foriner (a) as (b) and rewrote the 
paragraph; de~eteo forn1er (b ): . . . . . .. 
Amended by R.2008 d356, effective December 1, 2008. 
See: 40 N.J.R 1777(a), 49 N.J.R. 6832(a), 

Deleted (a)l and (a)2; rewrote (b); and added (c). 

18:24;.22.3 Installation services 
(a) Every person who installs floor coveting is a con-

tractor. 
. . 

1. When a floor covering dealetperforms an inst~l-
latioi1 service, he is required either topay sales tax at the 
time. supplies for use in · the installation service ate . pµr~0 
chased or rem.it use tax upon . the cost of supplies with~ 
drawn from his sales inveritoty for use in the fustallation 
setvice. SQpplies inchtde, but ate not limited to, undet-
layment, nails, staples; plywood strips,. adhesive tape and 
cement 

2.. A contractor who is not also a .floot covering dealet' 
· is requited to pay sales ot use tax on the floor coverings he 

purchases .for· ·installation,. as .well as 011 supplies, See 
:N.J.A.C. 18:24-5.3. 
(b) Receipts for the setVice of installing floor covering ate 

subject to sales tax, regardless of whethet the installation 
results in a capital improvement See also N.J.A.C. 18:24-
5:6(b)l and 5.16(a)6Vi. 

As amended, R..1978 d.320, effective September 13, 1971!. · 
See: . 10 N.J.R. 362(a), 10 N.J,R. 457(b). .. .· 
As antended, R.1980 d.102, effective March 15, 1980; 
See: 12 N.J.R. 96(b), 12 N;J.R. 224(d); 
Amended by R.2003 d348, effedive Au~t 18, 2003. 
See: 35 N.J;R. '.2165(a), 35 N.J,R. 3841!(a), · 

Rewrote the section; . . . . ·• ·. .. •.. .· .· • . . . 
Amended byR.2008 d.356, effectiveOecember 1, 2008. ·. 
See: .40N.J.ll 1777(a), 40N.J,R. 6832(a). 

Rewrote (b); and delete4 (c) through (e). 

18:24-22.4 (R.eservtid) 
Amended by R.1998d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 NJ.R. 2070(b). 

18:24-23.3 

Repealed by R.20Q~ d,35~, effectiVti De~bet 1; 2008 .. 
See: 40 N.J.R, 1 ?7?(a); 40 N.J,R. 6832(a), . . . .· . ·• . . . . .. · ..• 

Stiction was "Floor covering when capital improvement; dealer rec-
ords". 

18:24-1!!.s (Reserved) 
t\mended by R.199~ d:281!, effective .June l; 1998. 
See: 30'N.J,ll. 1206(b), 30N:J.R. 2070(b). .·. .. . .. . ... · ·. .·. . .. 
· In (d); substituted "properly conipleted lJse Tax Return (Form ST~ 
18)" for ''note explaining the r~inance" at the end, 
Afuende~ by R.2003 d.34~, effective i\.u~st 18, 2003. 
see: 35. N.J.R. 2165(a), 35 N:J.ll 384~(a). . ........ ·. ·.. .. . . . . . .. 

111 (e)l, • inserted "New Jersey'' preceding "sales tax:'';.· in (Ii), deleted 
", and ¥'·. Frank is liable for tb.e business personal property tax on the 
value Qf the carpet" following "installation of the c!ll'Peting''. 

· Repealed by R.2008 d.356, effective :Deceml,er l, 2008. 
See! 40 N.J;R. l777(a); 40 N.J.R. 6832(a). 

Section was ''Examples". 

SOBCHAPTER 2l BAD DEBTS 

18:24-23.1 Charging and remitting ta:x: 
A sellet of taxable tangible personal pt6perty or services 

must chatge a:tid remit the sales tax on all transactions 
whether fot cash or ctedit 

Amended by R,2008 d,356, effective De~ber 1, 2008, 
See: 40 N,J,R 1777(a), 40N.J.R. 6832(a), 

Substituted "seller" for "vendor". 

18:24:.23,2 Definitions 
The following wotds and ttmns, as used iti this subchaptet, 

shall have.the foliowing meanings, unless the context clearly 
irtdicates otherwfse: 

"Bad debt". has · the same meaning as in the Fedetal defi-
nitiotiat 26 .U.S,C. §166, except thatthe amount calculated 
acc<>rding to :6 US.~ .• §16~ shall be adjusted to. exclu.de 
:fittancing . charges, interest; sales or use tax charged on the 
purchase price, uncollectible ainounts ori property that re~ 
mains in the seller's possession. pending payment of the full 
purchase ptice, expenses incurred i:ti attempting t<> collect.the 
debt, and repossessed property, 

"Claimant" means a seller seeking. a deduction, credit, .. or 
refund for a bad debt, 

Repeal.and New Rule,.R.2008 d,356; effective December 1, 2008. 
see: 40N,J,R. 1777(a), 40 N,J.ll. 6832(a). 

Section was "Bad debts; tax refund". 

18:24-23,3 l>eduction for bad debt 
A seller is allowed a deduction from taxable sales for bad 

debts. 
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Repeal and New Rule, R.2008 d.356, effective December 1, 2008. 
See: 40 N,J.R.1177(a), 40 N.J.R. 6832(a); 

Section was "Claim for refund", 

18:24-23.4 Procedure tor claiming credit tor bad debts 

(a) As seller may deduct a bad debt oti the sales and use 
tax return for the period during which the bad debt is written 
offas uncollectable in the claimant's books and tecor.ds and is 
eligible to be deducted fot Federal. income tax purposes. A 
claimant who is not required to file Federal income tax 
returns may deduct a bad debt on the sales and use tax filed 
for the period in which the bad . debt is written off . as 
uncollectable in the.claimant's books and records and would 
have been eligible fof a bad debt deduction for Federal 
income tax purposes if the claimant had been requited to file 
a Federal income tax return. 

(b) ff a deduction is taken for bad debt and the debt is 
subsequently collected in whole ot in part, the sales or use tax 
on the amount so coUect~d must be paid and reported on the 
sales and use tax return. filed for the period in which the 
collection•is made. 

(c) When the amount •of bad debt exceeds the amount of 
taxable sales for the period during which the bad debt is 
written off, a tefund claim may be filed within four-years 
from the due date of the return on which the bad debt could 
first be claimed. 

(d) If the filing responsibilities have been assumed by a 
certified service. provider, the service provider fuay claim, on 
behalf ofthe seller, any bad debt allowance provided by this 
section. The certified service provider must. credit or refund 
the full amount of any bad debt allowance or refund received 
to the seller, 

(e) For the purposes ofreporting a payment received on a 
previously claimed bad debt, any payments made on a debt or 
account are applied fmt proportionally to the taxable price of 
the property or service and the sales tax thereon, arid secondly 
to interest, service charges, and any other charges. 

New Rule, R;2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

SUBCHAPtE.R 24. (RESERVED) 

SUBCHAPTER 25. SALES OF SOFTWARE AND 
RELATED SERVlCES 

18:24-25.1 Scope 

this subchapter is intended to clarify the application of the 
Sales and Use Tax Act (N.J.S.A, 54:32B-l et seq.) to sales of 
softwate and software related-services. this subchapter does 
not address the sale of clerical, data entry, or accounting 

TREAStJRY ........ TAXATION 

services, etc., which may · be perfotmed with the use of 
software. 

New Rule, R,2014 d.184, eff~ctive De~ber 1, 2014. 
See: 46 N.J:R. 690(a), 46 N.J.R. 2375(a). 

Foftllet N.J.A.C. 18:24-25.1, Definitions, teoodified to N.J.A.C. 
18:24•25.lA. . 

18::24-25.lA Dermitioits 

The following wotds andtenrts, as used m this subchapter, 
shall have the following meaftings, unless.the context cleatly 
indicates otherwise: 

"Computer software" means a set of coded itistructioris d~ 
signed to cause a computer or· automatic data · processing 
equipment to perform a task 

''Custom• software'' means.· software . created,· .written,. and 
designed for the exclusive use of a specific purchaser . and 
sold to the. purchaser for whotn it was designed. The use of 
development languages or prewritteit functions· or. routines 
does notnecessatily cause software, designed for a specific 
purchaser, to become taxable prewritten computer software, 

"Customer support services" means . verbal . and. written 
computer software advice or guidance (for example, provided 
via the Internet or telephone). · 

"Delivered electtooically" melltis delivered from the seller 
to the purchaser by means other than tangible storage media. 

''Installing" software means the act of loading an 
executable file, whether tangible or electronic, containing a 
prewtitten computer .soft-Ware application or program onto a 
device or equipment The mere act of eleottonfo delivery does 
not constitute installation, · 

''load-and-leave" is a method of software delivery 
whereby a seller. or its representative installs . software on a 
purchaser's computer by using a tangible storage medium, 
which is then removed and riot left in the purchaser's 
possession. 

"Modifying" software . 1rtea11S any actiOfi; other • than 
installing or servicing software, performed to enhance, 
improve, or customize software, regardless of whether the 
computer code is changed. 

"Prewritten computer software" means any computer . 
software,·. including prewritten . ~pgrades and updates and 
combinations of two or more prewritten software programs, 
or ptewritten portions thereof, . thatis not designed and 
developed to meet the unique requirements of a . specific 
purchaser and sold to that specific putchaser for the 
purchaser's exclusive use. · 

"St:tvicing" software means any action to maintain the 
compatibility of computer. software with other hardware and 
software products and perfonrung other corrective services 
that do not involve changing computer code. 

Supp. 12-l-14 24-66 
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"Software maintenance contract" means a contract to 
provide future upgrades and/or updates to computer sof'tware 
and/or customer support services. 

"Software subscription" . means a transaction . requiring 
additional payments for updates to prewritteil co~puter soft-
ware. 

"Software tem1 license". means .a fransactionin which the 
purchaser's right to continue to use prewritten software is 
dependent on periodic payments. 

"tangible personal property" means personal property that 
can be seen, weighed, meltsured,f elt, touched, or in any other 
way perceived by human seils¢s. It includes prewritten 
computer software, regardless of Whetherit is delivered 
electronically or through tangible storage media. 

Recodified from N.J.A.C: 18:24-25,1 AAd amended by R,2014 d.184, 
effective Decemtier l; 2014, · 

See:. 46 N.J.R. 690(a), 46 N.J.JL 2375~a). 
Rewrote definition ''Custom softwilre'';added defitiitious·••cust<>mer 

support services1', ''Installing", ''Modifying", ''Setvicin~", and "Software · 
maintenance . contract''; in definition "Load•and•leave", sllbstituted · 
"purchaser's" for "customer's"· twice; and in deflliition "Prewritten 

· computer software", inserted "and updates" and "or prewrit1:eil portions 
thereof,". 

18:24-25.2 Prewritte:n computer software taxed as 
tangible personal property 

(a) The retail sale ofprewritten computefsoftware, includ'-
ing ptewritten ·software .transmitted electr011icaI1y, is subject 
to sales or use tax. unless a specific statutory exemption 
applies under the circumstances of the transaction. 

(b) the sale of a Hcense to useprewritten computer soft-
ware is a retail sale of prewritten computer software .. 

18:24-25,3 Develop:tnent of custom software treated as 
nontaxable service transaction 

(a) Software created, written, and designed for the exclu-
sive use of a specifkpurchaser and sold to the purchaser for 
whom it was created is not prewdtten software; 

(b) The purchase ofentirely cusfom--made software, by the 
purchaser for whom it was created, is treated as the purchase 
of a-nontaxable software design service; 

18:24"25.4 Treat:tnent of :tnoditied software 
( a) The sale of prewritten software that has b~en modified 

to meet the purchaser's special need or combined with other 
prewritten software is treated as the sale of prewrittert soft.:. 
ware. 

(b) Separately stated, comnierciaily reasonable fees for the 
service of modifying prewritten software for a purchaser are 
not taxable. · 

18:24-25.5 Retail sales of electrollicaUy delivered 
prewtitten software; busmess .. use exemption 

(a) Effective October 1, 2006, retail sales c,f electronically 
delivered pre-written software are treated as retail sales of 
tangible personal property. 

(b) Retail .sales of ele.cttonically ·. delivered prewrltten soft• 
ware a,re taxable, except as provided irithis subsection. 

l. I Sales of electronically delivered ptewritteri software 
are exempt fromsales ahUuse tax if the.softwareis to be 
used directly and . ex.elusively in the conduct of. the· puri 
chaser's bq.siness~ trade, ot Occupation. 

2. Iti the following situations, software is not deemed 
to be delivered electronically, and therefore the business;. 
use exemption does not apply: 

L Software delivered by "load~and4eave" method; 
or 

ii. l>urchaset receives the softw~e hi some toogible 
storage medium in addition to receiving it by electronic 
delivery. 

. . •' . 

( c) . The sale . of inusfo, rington,es, rifovies, books,. afid audio 
and. video . works .· delivered. tm~ugh electronic me.8llS .· is not 
deemed to be the sale of electronically delivered software. · 

18:24-25,6 Treatment of software-related services 
(a) Since • prewri~en cotnputer . software is defined as 

tangible pers011al property under the Sales and Use Tax Act, 
servicittg, installing, or maintaining software is. subject to tax 
pursuant to N.J.S.A. 54:32B~3(b)(2), whether tlie software is 
serviced, installed, or maintained at the purchaser's location 
of from or at a seller or serviee provider's retnote location. 

Example: Upon purchase Of prewritten cotn.puter software; 
and for a separate additional cost, a technician goes to a 
customer's busiiiess foc.atioti to download (fustall) software to 
the business's server. The charge for this iiistltllation service 
is subjecttosales tax, · 

, (b) M()difying •. preWritten computer software for a pur-
chaser is treated. ~.s .· a sale of non-eiiUiilerated services and is 
not subject to sales tax. 

Exatnple: A cotnputer technician creates a string ofcode to 
"bridge'' two software· platforms . already in. place at .. the 
location of tM business· fostomet. this requites the. entcy of 
computer .... code programming. The charge .for ·modifying the 
existing software is not subject to sales tax. · 

( c) Customer support services are treated as a sale of a 
non-enumerated service afid ate not subject to sales tax. 
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Example: A software developer provides customers the 
opporttiitity to call a manned hot-line whereby customers who 
are experiencing issues/problems may receive verbal advice 
or. advice ~Y email about. h~w to . resolve their . issues/ 
ptoblen1s. The charge for this service is not subject to · sales 
tax. 

(d) Clerical, data entry, or accounting services, etc., which 
may be performed with the use of software ·ate not considered 
to be servicing software. The charge for these services is not 
subject tosales tax. 

Example: An accountant assists one of his business cus-
tomers bycreating anExcel template spreadsheet that maybe 
used as a basis for day~to-day inventory tracking. The charge 
for this.·service is clerical or professional in nature. It is not 
considered the servicing of software. and is not subject to 
sales tax. ' 

Repealand New Rule, R.2014 d.184, effective December 1, 2014. 
See: 46N.J.R. 690(a), 46N.1.R. 2375(a). 

Section was "Treatment of maintenance contracts and software• 
related services;,. 

18:24-25. 7 Software maintenance contracts 

(a) Software maintenance·contracts are taxed as follows: 

1. A software maintenance contract that only provides 
upgrades and. updates . is treated . as sale of prewritten 
computer software and is subject to tax regardless of 
whether the software is delivered on tangible storage media 
(for example, disk, CD-ROM). or electromcatly; however, 
if the upgrades and updates are delivered only electron .. 
ically and for use directly and exclusively in the.conduct of 
the purchaser's business, trade, or occupation, the software 
maintenance contract is not 41Xable. 

2. A software maintenance contract that only provides 
customer support services is treated ~s a sale of non• 
e11umerated services and.is not subject to sales tax. 

3. A software maintenance contract that includes both 
taxable and nontaxable or exempt products that ate not 
separately .itemized on the . invoice or similar . billing 

· document is a bUhdled transaction and shall be .treated as 
taxable unless the seller can demonstrate, using a reason-
able and verifiable method based on its books and records 
as of the time of sale, the portion of the contract that is for 
nontaxable or exempt products. the method selected by the 
seller shall be binding on the purchaser. 

New Rule,R:2014 d.184, effectivel>ece111ber 1, 2014; 
See: . 46 N.J.R. 690(a), 46 N".J.R. 2375(a). . . . ·.. . . 

Former N.J.A.C. 18:24-25.7, Sourcing, recoclified to N.J.A.C. 18:24-
25.8. 

18:24-25.8 Sourcing 

(a) Sourcing of receipts from sales of ptew:ritten computer 
software is governed by the following principles. 

TREASURY-"'"'1'AXA1'ION 

1. If prewritten computet' software · is received by the 
purchaser at a business location of the seller, the retail sale 
is sourced to that business location. 

2. If prewtitten computer software is not. received by 
the purchaser at a business location of the seller, the :retail 
sale is sourced to the location(s) where receipt by the 
purchaser occurs. Receipt may occur at multiple locations 
if the seller delivers the software to multiple locations. The 
transaction is sourced · to those locations if the seller 
receives delivery information from the purchaser by the 
time of the invoice. 

3. lf{a)l and2 abovedo not apply, theI'etail sale is 
sourced to the location indicated by an address for the 
purchaser that is. available from the business records of the 
seller, that a.re maintained in the ordit'iaey course of ~usi-
ness when use of this address does not constitute bad faith. 

4. If (a)l, 2 and 3 above do not apply, the retail sale is 
sourced .. to. the location.indicated. by an.address for the 
purchaser obtained duting the consummation of the retail 
sale, including the address of a purchaser's payment 
instrument if no other address is available when this 
address does not constitute bad faith, 

5. . If (a)l, 2, 3, .ot 4 above. of this. :rule do not apply, 
including circumstances in. which . the .· sell~ . is without 
sufficient inforn1ati~n to applythose par•phs,theii ihe. 
retail sale is .sourced to the jurisdiction for .the address of 
the location from .. which the prevvritten computer software 
w~ shipped or, if delivered electtomcally, was first avail-
able for transmission by the seller. 

i. "First available for transmission" means the loca-
tion from which the software originated. 

(b} Sourcing of receipts· from sales of services to pre-
written software is governed by the following principles: 

L A retail sale of a computer-related service is sourced 
where the . purchaser makes first use of the service. The 
purchaser may make first use of a service in more than one 
location; and 

2. A retail sale of a.post-sale support ~eement, sold 
by the seller of software at the same tinie as the sale of the 
software itself, is sourced to the same address(es) as the 
retail sale of the underlying software. 

(c) Sourcing of payments made in cotmectiori with a soft-
ware term license or subscription is governed by the follow-
ing principals: 

1. Initial pay111ents are sourced in the same m.atmer as 
the sale of the software. (See (a)above.) 

2, If the initial payment is sourced based on the 
location where receipt by the purchaset (or the purchaser's 
donee, designated as such by the purchaser) oteurs,includ-
ing the. location indicated by .. · instructions for delivery 
known to the seller, then one of the following apply:. 
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i. if the seller receives information from the pur-
chaser indicating that the location of the underlying 
software has changed, a subsequent payment made in 
connection with a software temi license or renewal of a 
software subscription is sourced to such new location; or 

ii. If the seller has not received information from 
the purchaser indicating a change in the location of the 
undetlying software, sourcing· a subsequent license pay-
ment made in connection with a software term license or 
the renewal of a software subscription to the same 
location where the initial payment was sourced will not 
constitute bad faith. 

Recodified. from .N.lA.C. 18:24-25.7 by R.2014 d.184, effective 
December 1, 2014. 

See: 46 NJ.R. 690(a), 46 N.J.R. 2375(a). 

SUBCHAPTER 26. SOLAR ENERGY DEVlCES OR 
SYSTEMS; EXEMPTION FROM SALES AND USE 
TAXATION 

18:24-26.1 Scope of subchapter 
this subchapter is intended to clarify the application of the 

Sales and Use TaxAct (N.J.S.A. 54:32B·l, et seq.) to the 
purchase, rental, lease or use of Solar energy devices or 
systems designed to. provide heating or cooling or electrical 
or mechanical power · by collecting and transferring solar-
generated enetgy and including mechanical or chemical 
devices for storage of solar-generated energy, 

18:24-26.2 Technical sutlicitncy standards of solar 
energy systems; devices for storing solar-
generated energy 

The technical sufficiency staridatds of solar energy sys-
tems, devices for storing solm~genefated energy as estab-
lished and promulgated under N.JA.C. 14:251 by the Depart-
ment of Envirorutiental Protection and Energy shall be used 
to determine eligibility for exerilption from sales and use tax 
of such solar energy systems. 

Amended by R.1993 d313; effective /uly 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

1 See N.J.A.C. 14:25-1.1 et seq. 

18:24--26.3 (Reserved) 
Repealed by lU993 dJ13, effective July 6, 1993. 
See: 25 N.J,R. 1486(a), 25 N.lR. 2899(c). 

Section was "Exemption effective on or after July 1, 1978". 

18:24-26.4 Procedurt for exemption 
For purposes of exemption from tax th~ purchaser of a 

solar energy device or system shall issue; to the seller an 
I 

18:24,;27,1 

Exempt Use Certificate (Form ST-4). 1he certificate should 
indicate <>n its face that the purchase qualifies for exemption 
under the technical . sufficiency . standards of a solar energy 
system, (See N.J,A.C. 18:24•26.2.) the purchaser must insert 
the address of the property upon which the solar · energy 
device or system will be installed. In those cases where the 
putchaser is not registered with the Division of Taxation a 
New Jetsey tax identification number is not required. How-
ever, for purposes of verification either a Federal employer 
identification number, mit-of~State tax identification number 
for businesses or a driver's lieense ntunbet for individuals 
purchasing for personal use iii to be furnished. 

Amended by R.20011 d.356, effective December 1, 2008. 
See: 40 N;J.R. 1777(a); 40 N.J.R. 6832(a). 

Rewrote the section. 

18:24-26,S Nontxempt purchases 
The exemption. from tax will not apply to those devices or 

systems for heating or cooling~ electrical or mechanical. 
power that would be requited regardless of the energy source 
being utilized. 

Amended byR1993 d.313; effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

StJB€HAPTER 27 .. TRANSPORTATION OF PERSONS 
AND OF TANGIBLE PERSONAL PROPERTY 

18:24-27.1 Nonta.xability oftransportatibn services; 
exceptions 

(a) Receipts :froin charges for the service of transporting 
persons or tangible personal property ate exempt from sales 
and use tax; except as provided in (b) below. 

(b) The following categories of transportation charges are 
not exempt from tax: 

1. Delivery chargesi 

2. Charges for transportation services provided by a 
limousine operator; and 

3. Charges for transportation or transmission of natural 
gas and electrieity (utility service). 

( c) Examples of nontaxable transportation . services in-
clude, but are not limited to: transporting household belong-
ings to a new home, bus rides; services provided to retailers 
to transport their merchandise to customers, free-floating 
balloon rides, docutnent · delivery services, taxi rides, 
transptirtation of mourners and of the deceased in connection 
with funeral services, train rides and ferry Service, 
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18:24-27.2 Delivery charges 

(a) "Delivery charges" means charges by the seller of 
tangible personal property or services for the preparation and 
delivery to a location designated by the purchaser of tangible 
personal property or the purchaser of services performed 
upon tangible personal property. Delivery charges include, 
but are not limited to, transportation, shipping, postage, 
handling, crating, and packing. 

(b) Delivery charges are part of a "receipt" or "sales price" 
for the retail sale of tangible personal property delivered to a 
New Jersey location or for the retail sale of services per-
formed on tangible personal property delivered to New Jer-
sey. 

1. Whether the delivery charges are separately stated 
on the invoice has no effect on taxability. 

2. Delivery charges are not taxable if the sale itself is 
not taxable. When there is a taxable receipt for the retail 
sale of tangible personal property or services, then the 
amount charged for delivery to an address in New Jersey 
designated by the customer is part of the taxable receipt. 

(c) If a shipment includes both exempt and taxable prop-
erty, the seller should charge the sales tax proportionately 
according to either the percentage of: 

1. The sales price of taxable items in the shipment 
compared to the total sales price of all items in the 
shipment; or 

2. The weight of the taxable items in the shipment 
compared to the total weight of all items in the shipment. 

Example 1: Customer makes a retail purchase of clothing 
from a mail order seller and has the items shipped to his home 
in New Jersey. Invoice is as follows: 

Sweater ............... $30.00 
Gloves ................ $10.00 
Hat. .................. $15.00 
Merchandise Total ....... $55.00 
Shipping ............... $4.00 

No sales tax will be imposed on this purchase. The pur-
chase of clothing items is exempt from tax. Therefore the 
shipping charge will be exempt as well. 

Example 2: New Jersey based interior designers who sell 
items to their customers purchase fabric from an online seller, 
which they will use to make curtains for a customer. The 
invoice is as follows: 

Fabric ................ $40.00 
Shipping ............... $5.00 

Because the designers are purchasing the items for resale, 
they may claim a resale exemption on their purchase of the 
fabric that will become a physical component of curtains that 
they will sell to their customer. There is no tax on the fabric 
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or the shipping charge. Since the purchase of the fabric will 
be exempt from sales tax, the charge for shipping the fabric to 
the designer will also be exempt. 

Example 3: Parents make a retail purchase from an online 
seller and ask to have the merchandise shipped to their son's 
college dormitory address in New Jersey. Invoice is as 
follows: 

Boots ................. $50.00 
Backpack .............. $35.00 
Clock ................. $15.00 
Merchandise Total ..... $100.00 
Shipping and handling .... $6.00 
N.J. sales tax ............ $3.71 

In this example, the tax on the shipping charge was 
allocated according to the proportion of the total sale that was 
taxable. Half of the $100.00 sale was for taxable items 
(backpack and clock). Therefore sales tax was collected on 
the taxable merchandise and on half of the $6.00 shipping and 
handling charge. (7% tax on $50.00 merchandise is $3.50, 
and 7% tax on $3.00 handling charge is $.21.) 

18:24-27.3 Transportation services provided by 
limousine operators 

(a) The retail sale of transportation services provided by a 
limousine operator and both originating and ending within 
New Jersey is subject to sales tax. 

(b) "Limousine operator" means a person who provides 
prearranged passenger transportation, for consideration, not 
on a scheduled, regular route, and not in connection with 
mortuary and funeral services. 

(c) A "limousine" is a motor vehicle that satisfies the fol-
lowing criteria: 

1. Is registered pursuant to N.J.S.A. 39:3-19.5 or 
registered as a limousine under the laws of another state or 
of the United States; 

2. Is used exclusively in the business of carrying pas-
sengers for hire to provide prearranged passenger trans-
portation at a premium fare on a nonscheduled basis that is 
not conducted on a regular route; 

3. Has a seating capacity not exceeding 14 passengers; 

4. Has a seating capacity (including driver) that is not 
more than five persons in excess of the seating capacity at 
the time of manufacture; and 

5. Does not include taxicabs, hotel shuttles or buses, 
airport shuttles or buses, buses employed solely in trans-
porting schoolchildren or teachers to and from school, or 
vehicles owned and operated by a business for its own 
purposes without either charge to passengers or remuner-
ation to the business, or vehicles engaged exclusively in 
providing ambulance services or handicapped transport. 
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(d) Receipts for "transportation services" include the 
charge for physically transporting a passenger or passengers, 
as well as any charges that may be itemized for amenities, 

. individualized services, and components of the limousine 
operator's overhead, which are billed to the purchaser of the 
transportation service. 

1. Additional amounts charged, beyond the base rate, 
for services, amenities, and expenses, such as the follow-
ing, are treated as part of the receipt for the transportation 
service and therefore subject to sales tax payable by the 
purchaser of the transportation service: 

1. Waiting time; 

ii. Meeting and greeting; 

iii: Transporting luggage or. packages with the pas-
sengers; 

iv. Transporting pets with the passengers; 

v. Making extra stops; 

vi. Reimbursement of expenses incurred incident to 
providing the transportation service, such as tolls and 
parking charges; 

vii. Providing refreshments, flowers, or other amen-
ities purchased by the operator; and 

viii. Providing access to in-vehicle television, tele-
phone, internet service or videos. 

2. Tips are treated according to the following rules:· 

i. Tips that are voluntarily given by the purchaser 
of the transportation service to the limousine driver are 
not subject to sales tax; 

ii. Gratuities that are billed to the purchaser are not 
taxable if they are separately stated on the bill or invoice 
for the transportation and designated as a "gratuity" or 
"tip" and are paid over in their entirety to the driver; and 

iii. Gratuities that are billed to the purchaser are 
treated as part of the taxable receipt for transportation 
services if they are not paid in their entirety to the driver. 

3. The following are not deemed to be receipts for 
transportation services provided by a limousine operator 
and therefore are not subject to sales tax: 

1. Cancellation and "no-show" charges; and 

ii. The transportation of tangible personal property, 
including packages, pets, and medical supplies and 
human organs, when any of these are not accompanied 
by a human passenger. 

(e) "Services originating in New Jersey" means services in 
which the trip begins with pick-up of the passenger or 
passengers in New Jersey. The location from which the 
limousine is dispatched, the office location of the limousine 
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operator, and the purchaser's billing address are all irrelevant 
to the determination of where the service originates. 

Example 1: The passenger is picked up by a limousine in 
Hackensack, New Jersey, and dropped off at the airport in 
Newark. The limousine operator itemizes extra charges for 
luggage and for parkway tolls. 

The charges are taxable because the service begins and 
ends in New Jersey. The extra charges for luggage and tolls 
are treated as part of the transportation service and 
therefore are taxed as well. 

Example 2: The passenger is picked up by limousine in 
Red Bank, New Jersey, and dropped off at J.F. Kennedy 
Airport in New York. 

The charges are not taxable, because the service ends 
outside New Jersey. 

Example 3: A passenger is picked up in Washington, 
D.C., and taken to Montclair, New Jersey. 

The charges are not taxable because the service 
originates outside New Jersey. 

Example 4: A passenger contracts with a limousine oper-
ator to provide him with round trip service from his home 
to a meeting in Pennsylvania and back. The passenger is 
picked up in Cherry Hill, New Jersey, in the morning and 
taken to a location in Philadelphia, Pennsylvania. Then, 
several hours later, the passenger is taken back home to 
Cherry Hill. 

The services provided are not taxable. The morning 
service is not taxable because it ends outside New Jersey, 
and the afternoon service is not taxable because it 
originates outside New Jersey. 

Example 5: Three tourists staying in Morristown, New 
Jersey, plan a group trip to visit Ellis Island and the Statute 
of Liberty. They arrange for a limousine operator to take 
them from Morristown to the Jersey City, New Jersey ferry 
terminal in the morning and then to pick them up in New 
York City in the evening and take them back to Morris-
town. They are charged extra for 20 minutes of waiting 
time in the morning in Morristown, and for an hour of 
waiting time in New York City. 

They are charged for two transportation services pro-
vided by a limousine operator. The service from Mor-
ristown to Jersey City, including the charge for 20 minutes 
of waiting time in Morristown, is taxable, because the 
service both originates and ends in New Jersey. The service 
from New York City back to Morristown, including the 
waiting time in New York City, is not taxable, because that 
service originates outside New Jersey. 

Example 6: Pursuant to a reservation made in advance, a 
passenger is taken by limousine from Matawan, New 
Jersey to J.F. Kennedy Airport and is then picked up at the 
same airport and returned to Matawan a week later. 
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The charges are not taxable because the first service 
ends outside New Jersey and the second service originates 
outside New Jersey. 

Example 7: A family of five arranges for limousine 
transportation from their home in Stockton, New Jersey. 
On the way they arrange to stop briefly to get a package 
awaiting pick-up in New Hope, Pennsylvania, and then 
they proceed to their destination in Cape May, New Jersey. 

The charges are not taxable, because the trip does not 
take place entirely in New Jersey, since it includes a re-
quested stop in Pennsylvania. 

Example 8: A purchaser decides to hire a limousine to 
take her from her home in Cherry Hill, New Jersey, to a 
hospital in Camden, New Jersey, where she will be having 
surgery. 

The charges are taxable because the trip begins and ends 
in New Jersey. 

Example 9: A family in Belle Mead, New Jersey, ar-
ranges for a limousine service to drive their son to and 
from his private school in Lawrenceville, New Jersey. 

The charges are taxable because the rides begin and end 
in New Jersey. 

SUBCHAPTER 28. RACE HORSES 

18:24-28.1 Scope of subchapter 

This sub chapter is intended to clarify the application of the 
New Jersey Sales and Use Tax Act (N.J.S.A. 54:32B-l et 
seq.) to the imposition of sales and compensating use tax on 
race horses purchased or used within New Jersey. 

18:24-28.2 Purchase of race horses 

(a) The purchase of a race horse (tangible personal prop-
erty) delivered to a person within New Jersey is subject to 
sales tax. 

(b) The amount of the sales tax due is computed by 
multiplying the purchase price of the race horse by seven 
percent. 

( c) The residency of the purchaser is not considered for 
purposes of imposing the tax where delivery is made to the 
purchaser in this State. 

Example 1: A person purchases a race horse at an 
auction sale in Colts Neck. The purchase price of the horse 
is $15,000. The purchaser or his agent takes delivery of the 
horse at the sale in Colts Neck. The sales tax due on the 
transaction is $1,050. 

Example 2: The facts are the same as in Example 1, 
except the horse is shipped by the auctioneer on a common 
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carrier to the purchaser's farm in Kentucky. There is no 
New Jersey sales or use tax due on the transaction. 
However, should the horse be returned to New Jersey, it 
may be subject to a compensating use tax. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (b), substituted "seven" for "six"; in (c), in Example 1, substituted 
"$1,050" for "$900.00", and in Example 2, inserted "New Jersey" and 
"or use". 

18:24-28.3 Claiming races 

(a) A sale of a race horse is deemed to have occurred when 
it is claimed in a claiming race within New Jersey. 

(b) A "claim" or purchase of a horse is made when a per-
son acquires a horse as a result of a successful bid placed 
prior to a claiming race. Title is passed once the race begins. 

(c) For purposes of computing the sales tax due, if no 
previous purchases have been made within the calendar year, 
the full purchase price is subject to sales tax. If previous 
purchases have been made in the calendar year, the sales tax 
is imposed only on the portion of the total purchase price that 
exceeds the highest of any prior purchase prices paid for the 
same horse within the State in the same calendar year. The 
sales tax is collected at the track at the time the claim is paid. 

Example 1: Horse X is entered in a $10,000 claiming 
race at Monmouth Park. ABC Farms claims the horse. 
Horse X has not been previously claimed in the same 
calendar year. A taxable transaction has taken place and the 
tax due is $700.00. 

Example 2: Same facts as Example 1, but Horse Xhad 
previously been claimed twice in the same calendar year 
for $3,000 and $5,000. A taxable transaction has taken 
place and the tax due is $350.00 ($10,000 - $5,000 = 5,000; 
7% of$5,000 = $350.00). 

Amended by R.1994 d.626, effective December 19, 1994. 
See: 26 N.J.R. 4166(b), 26 N.J.R. 5035(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. l 777(a), 40 N.J.R. 6832(a). 

In (c), in Example 1, substituted "$700.00" for "$600.00", and in 
Example 2, substituted "$350.00" for "$300.00" twice and "7%" for 
"6%". 

18:24-28.4 Compensating use tax 

(a) The compensating use tax is imposed on the use of a 
race horse within this State if the race horse would have been 
subject to the sales tax when purchased in this State. The 
compensating use tax will not be imposed on the use of a race 
horse within this State if the horse was purchased by the user 
while a nonresident of this State. (See N.J.A.C. 18:24-28.5 
regarding the term "resident".) 

(b) The amount of the compensating use tax due is com-
puted by multiplying the purchase price of the race horse by 
seven percent. If such horse was used outside of this State for 
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more than six months prior to its first use in this State, the 
compensating use tax is computed on the fair market value 
(not to exceed cost) of the race horse. Upon submission of 
proof that sales tax legally due another state has been paid to 
that state, New Jersey will allow a credit in that amount 
against any taxes due this State; but only if a similar credit is 
allowed by the other state for taxes paid in New Jersey. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J:R. 1777(a), 40 N.J.R. 6832(a). 

fu (b ), substituted "seven" for "six". 

18:24~28.5 Resident 

(a) For the purpose of this subchapter, the following will 
apply for determining a resident: 

1. Any individual who maintains a permanent place of 
abode in this State is a resident. A permanent place of 
abode is a dwelling place maintained by a person, or by 
another for him, whether or not owned by such person, on 
other than a temporary or transient basis. The dwelling may 
be a house, apartment, or flat; a room, including a room at 
a hotel, motel, boarding house or club; or a residence hall 
operated by an educational or charitable institution, or a 
trailer, mobile home, house boat or any other premises. 

2. Any corporation incorporated under the laws of New 
Jersey and any corporation, association, partnership or 
other entity doing business in the State or maintaining a 
place of business in the State, or operating a hotel, place of 
amusement or social or athletic club in this State is a 
resident. 

3. Any person while engaged in any manner in carrying 
on in this State any employment, trade, business or pro-
fession shall be deemed a resident with respect to the use in 
this State of tangible personal property or services in such 
employment, trade, business or profession. 

4. A person is considered to be engaged in carrying on 
business within New Jersey ifhe carries on activity prepar-
atory to racing, maintains a stable, or races horses on tracks 
within New Jersey. 

5. Activities preparatory to racing are those acts of a 
person which enable him to pursue a racing operation, such 
as the possession of a license to race in New Jersey and, in 
conjunction therewith, the entry of horses in racing; the 
hiring of grooms, trainers, jockeys or drivers, and registra-
tion with a jockey club at various tracks. The possession of 
a license by a nonresident, which is not accompanied si-
multaneously by one or more of the other activities 
described above will not result in a resident status until one 
or more of the additional acts occur. 

18:24-28.6 (Reserved) 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

Section was "Leases". 
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18:24-28. 7 Trades 

(a) Trading of horses within New Jersey is a taxable 
transaction for each party to the trade. Sales tax due is to be 
computed on the current market value of the horse accepted · 
in trade. 

(b) Trading of horses outside of New.Jersey will cause the 
parties to the trade to be liable for a compensating use tax if 
they meet the resident requirements set forth in N.J.A.C. 
18:24-28.5 at the time of the trade and subsequently race the 
horse in New Jersey. Compensating use tax is to be computed 
on the market value as provided in N.J.A.C. 18:24-28.4 of the 
horse accepted in trade. 

18:24-28.8 Homebreds 

(a) A horse that is raced in New Jersey by the breeder is 
exempt from the sales and compensating use tax. However, if 
a breeder transfers ownership of the horse and later reacquires 
the horse to race, the reacquisition is considered· a taxable 
purchase. 

(b) Upon reacquisition of the horse in New Jersey for 
racing purposes, a sales tax is due. If the horse is reacquired 
outside of New Jersey and is subsequently raced in New 
Jersey, the user will be subject to a compensating use tax ifhe 
met the resident requirements set forth in N.J.A.C. 18:24-28.5 
at the time of reacquisition. 

18:24-28.9 Syndication 

(a) The syndication of a horse within New Jersey, with the 
exception of one used exclusively for breeding purposes, is 
considered a sale of the horse and is subject to the sales tax. 

(b) If a horse, not used exclusively for breeding purposes, 
is syndicated outside of New Jersey and subsequently is used 
in New Jersey, the syndicate will be subject to a compen-
sating use tax if it met the resident requirements set forth in 
N.J.A.C. 18:24-28:5 at the time of syndication. The quali-
fying residence is that of the syndicate, not of its individual 
members. 

SUBCHAPTER 29. DISPOSABLE HOUSEHOLD PAPER 
PRODUCTS: EXEMPTION FROM SALES AND 
USE TAX 

18:24-29.1 Scope of subchapter 

This subchapter is intended to clarify the application of the 
Sales and Use Tax Act (N.J.S.A. 54:32B-1 et seq.) to the 
purchase and use of disposable household paper products. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
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18:24-29.2 Definitions 

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the context 
clearly indicates otherwise: 

"Disposable" means an item of tangible personal property 
which is designed to be thrown away after use. 

"Household use" means of or pertaining to the house or 
family. 

"Paper products" means items of tangible personal prop-
erty made or substantially derived from paper. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

18:24-29.3 (Reserved) 
Repealed by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

Section was "Household cleaning agents, soaps and detergents". 

18:24-29.4 Household paper products 

The sale of disposable paper products, such as paper tow-
els, paper napkins, toilet tissue, facial tissue, diapers, paper 
plates and cups, purchased for household use is exempt from 
sales and use tax. 

Example: The sale of paper place mats, paper bags, wax 
paper, paper freezer wrap, paper tablecloths and paper 
straws is exempt from sales and use tax. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

18:24-29.5 Business use 

The exemptions from sales and use tax provided by this 
subchapter do not apply to the sale or any use of disposable 
paper products for industrial, commercial or other business 
purposes or for the use of any person consuming them in a 
capacity related to such purposes. 

Amended by R.1993 d.313, effective July 6; 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

SUBCHAPTER 30. (RESERVED) 

SUBCHAPTER 31. URBAN ENTERPRISE ZONES ACT 

18:24-31.1 General 

(a) The New Jersey Urban Enterprize Zones Act, Chapter 
303, Laws of 1983, N,J.S.A. 52:27H-60 et seq., approved 
August 15, 1983, provides for the establishment of urban 
enterprise zones (also known as UEZs) in urban areas 
suffering from high unemployment and economic distress and 
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DEZ-impacted business districts. Each designation shall be 
for 20 years, except as otherwise designated or extended by 
the Authority. Zones and districts are designated by an Urban 
Enterprize Zone Authority. The Authority may grant certain 
sales tax and other tax benefits to businesses existing in or 
formed in enterprise zones or DEZ-impacted districts, which 
have met the defmition of a qualified business. This sub-
chapter of the sales tax rules sets forth the possible benefits, 
the necessary definitions, and the procedures for qualifying 
for any of these sales tax benefits. 

(b) The possible sales tax benefits include an exemption 
for retail sales to a qualified business, a partial exemption for 
retail sales by a qualified business, and an exemption for sales 
of building materials and services used in constructing or 
maintaining buildings or realty of a qualified business. 

(c) No business can obtain tax benefits under this sub-
chapter unless the Urban Enterprise Zone Authority has deter-
mined that the business meets the definition of a qualified 
business under N.J.S.A. 52:27H-62c paraphrased below in 
N.J.A.C. 18:24-31.2. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a), deleted", and the right to establish enterprise zones shall expire 
10 years from August 15, 1983" at the end of the second sentence. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Rewrote (a). 

18:24-3L2 Definitions 

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the context 
clearly indicates otherwise: 

"Qualified business" means: 

1. An entity authorized to do business in New Jersey 
which, at the time of designation as an enterprise zone or 
DEZ-impacted district, is engaged in the active conduct of 
a trade or business in that zone or district; or 

2. An entity which, after that designation but during the 
designation period, becomes newly engaged in the active 
conduct of a trade or business in that zone or district, and 
has at least 25 percent of its full-time employees employed 
at a business location in the zone or district, who meet at 
least one of the following criteria: 

i. Residents within the zone or district, within 
another zone or within the municipality within which the 
zone or any other zone or district is located; or 

ii. Either unemployed for at least six months prior 
to being hired and residing in New Jersey, or recipients 
of New Jersey public assistance, for at least six months 
prior to being hired; or 

24-73 Supp. 12-1-08 



18:24-31.2 

m. Found to be low income individuals, pursuant to 
the WorkforcelnvestmentAct of 1998, P.L. 105-220 (29 
U.S.C. § 2811). 

"Enterprise zone" or "zone" means an urban enterprise 
zone designated by the Urban Enterprise Zone Authority un-
der N.J.S.A. 52:27H-60 et seq. 

"DEZ-impact business district" or "district" means an 
economically-distressed business district classified by the 
Authority as having been negatively impacted by two or more 
adjacent urban enterprise zones in which 50 percent less sales 
tax is collected pursuant to section 21 of P.L. 1983, c.303 
(N,J.S.A.· 52:27H-80} 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c), 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Rewrote the section.· · 

18:24-31.3 Exemption for retail sales to a qualified· 
business 

(a) Retail sales, rentals an:d leases of tangible personal 
property (except motor vehicles and energy) to a qualified 
· business . and · sales of services . ( except telecommunications 
and utility services) to a qualified business for the exclusive 
use or consumption of such business within an enterprise 
zone are exempt from the sales and use taxes imposed by 
N.J.S.A. 54:32B-l et seq., provided that the designation of 

· the enterprise zone by the Urban Enterprise Zone Authority 
specifically makes this exemption available. to the qualified 
business. 

(b) Tangible personal property includes, for example, 
items such as office supplies, office or business equipment, 
office and store furnishings, trade fixtures, and cash registers. 
Services include installing, maintaining or repairing tangible 
personal property used in business ( other than a motor ve-
hicle); maintaining, servicing or repairing real property used 
in business, including janitorial and landscaping services; and 
information services used or consumed exclusively within the 
enterprise zone. 

( c) Qualified businesses purchasing, renting or leasing 
tangible personal property ( except motor vehicles and energy) 
or services (except telecommunications and utility services) 
to be used or consumed exclusively within the enterprise zone · 
shall furnish to their sellers, suppliers or· lessors a properly 
completed Urban Enterprise Exempt Purchase Certificate, 
subject to the provisions of P.L. 2006, c. 34, and P.L. 2007, c. 
328. 

( d) The benefits set forth in this section are unavailable for 
qualified businesses within a DEZ-impacted business district. 

(e) Notwithstanding the provisions in (a)-(c) above, a 
qualified business may be exempt from sales and use tax on 
energy and utility service in accordance with the provisions in 
N.J.S.A. 52:27H-87.l. A qualified business maybe eligible to 
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use an Urban Enterprise Zone - Energy Exemption Certifi-
cate (Form UZ-6), in accordance with those provisions and 
the instructions provided on the certificate. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25·N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). 

In (a) and (c), inserted exceptions relating fo energy and to utility 
service; and in ( c ), substituted "including janitorial services, and 
advertising services used or consumed exclusively within the enterprise 
zone" for "and "and advertising. services" at the end. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 NJ.K 2165(a), 35 N.J.R. 3848(a). 

Added (d). 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (a), inserted ", rentals" and substituted the second occurrence of 
"services" for "service"; in (b ), inserted "and landscaping" and sub-
stituted a semicolon for a comma following "services" and "informa-
tion" for "advertising"; in (c), inserted", renting" and", subject to the 
provisions of P.L. 2006, c. 34, and P.L. 2007, c. 328", substituted 
"sellers" for "vendors" and deleted "UZ-5," preceding "Urban"; and 
added (e). 

Case Notes 
Tangible personal property is exempt pursuant to Urban Enterprise 

Zones Act. Fedway Associates, Inc. v. Director, Div. of Taxation, 14 
N.J.Tax 71 (1994), affirmed 282 N.lSuper. 129, 659 A.2d 536, 15 
N.J.Tax 203, certification denied 142 N.J. 573, 667 A.2d 190. 

18:24-31.4 Partial exemption for retaHsales of tangible 
personal property by a certified seller 

(a) Sales tax is imposed at 50 percent of the statutory rate, . 
on receipts from retail sales, with exceptions stated in (b) or 
( c) below, made by a certified vendor which is a qualified 
business from a. place of business owneq or leased; and 
regularly operated by the seller•. for the purpose of making 
retail sales, and located in a designated enterprise zone or 
UEZ-impacted district. 

(b) This partial exemption does not extend to sales of 
motor vehicles, cigarettes, alcoholic beverages, or energy, 

( c) The provisions of this partial exemption do not apply 
to retail sales of manufacturing machinery, equipment or 
apparatus. Such sales may, however, be exempt from sales 
tax under the provisions of N.J.S.A. 54:32B-8.13, as further 
defined in N.J.A.C. 18:24A.l through 4.8. 

( d) · In addition to being a. qualified business, a certified 
seller must regularly operate a place of business for the 
purpose of making retail sales. Items of tangible personal 
property must be regularly exhibited and offered for retail 
sale at this location, and the place of business may not· be 
utilized primarily for the purpose of catalog or mail order 
sales. 

(e) All sales made by a qualified and certified seller must 
be made from his or her place of business within an enterprise 
zone or district, that is, . either the purchaser must accept 
delivery at the seller's place of business within an enterprise · 
zone or district, or the seller must deliver the tangible ~_) 
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personal property from his or her place of business within an 
enterprise zone or district. Only receipts from sales, which 
originate and are completed by the purchaser in person at the 
seller's place of business within an enterprise zone or district 
qualify for the reduced rate of sales tax; provided, however, 
that after a sale has been completed within an enterprise zone 
or district, the seller may deliver the tangible personal 
property to the purchaser at a location outside an enterprise 
zone or district. 

1. Receipts from mail order, telephone, telex and simi-
lar sales transactions are subject to sales tax at the regular 
rate where delivery is made to a location within this State. 

Amended by, R.1985, d.31, effective February 4, 1985. 
See: 16 N.J.R. 3193(a), 17 N.J.R. 320(c). 

(e) added. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (b ), added a reference to energy; and in ( e ), rewrote the first 
sentence. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), inserted "or DEZ-impacted district" following "designated 
enterprise zone"; in ( e ), inserted "or district" following "enterprise zone" 
throughout the introductory paragraph. 
Amended by R.2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

Section was "Partial exemption for retail sales of tangible personal 
property by a certified vendor". In (a), (d) and (e), substituted "seller" 
for "vendor" throughout; in (c), substituted "4.8" for "18:24-4.8"; in the 
introductory paragraph of (e), inserted "or her", substituted "seller's" for 
"vendor's" twice and "his or her" for "its", and inserted a comma 
following the first occurrence of"sales"; and deleted (f). 

18:24-31.5 No partial exemption for retail sales of 
taxable services by a qualifying business 

The Urban Enterprise Zones Act in Section 21 provides for 
an exemption to the extent of 50 percent of the statutory rate 
of sales and use tax on retail sales ( other than motor vehicles, 
cigarettes, alcoholic beverages, energy, and manufacturing 
machinery, equipment or apparatus) by a certified vendor 
which is a qualified business. The statute does not provide for 
any full or partial exemption on the sale or furnishing of 
taxable services. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Inserted a reference to energy. 

18:24-31.6 Exemption for retail sales of building 
materials to or for a qualified business 

(a) Section 31 of the Act provides an exemption from sales 
and use tax on sales of materials, supplies or services to 
contractors or· repairmen for exclusive use in erecting struc-
tures, or building on, or improving, altering or repairing real 
property of a qualified business within an enterprise zone. 

18:24-32.3 

(b) Purchasers of materials, supplies or services to be used 
for construction, alteration and repair of structures and realty 
of qualified businesses within an enterprise zone shall furnish 
to their sellers or suppliers a properly completed UZ-4, 
Contractor's Exempt Purchase Certificate, Urban Enterprise 
Zone. 

( c) The benefits set forth in this section are unavailable for 
qualified businesses within a DEZ-impacted business district. 

Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Added (d). 
Amended by R2008 d.356, effective December 1, 2008. 
See: 40 N.J.R. 1777(a), 40 N.J.R. 6832(a). 

In (b ), substituted "sellers" for "vendors"; deleted former ( c ); and re-
codified former ( d) as new ( c ). 

18:24-31.7 through 18:24-31.9 (Reserved) 

SUBCHAPTER 32. LEASES AND RENTALS OF 
TANGIBLE PERSONAL PROPERTY 

18:24-32.1 Scope of subchapter 

Except where otherwise explicitly provided, the provisions 
of this subchapter apply to the sales and use tax treatment of 
leases beginning on or after October 1, 2005, the effective 
date of P.L. 2005, c. 126. 

18:24-32.2 Definition of "lease or rental" 

(a) A lease or rental is a transfer of possession or control 
of tangible personal property, for either a fixed or an 
indeterminate term and for consideration. 

(b) A lease or rental does not include any of the following 
types of transactions: 

1. Providing equipment with an operator; 

2. The transfer of property under a security agreement 
or deferred payment plan that requires transfer of title upon 
completion of the required payments; or 

3. The transfer of property under an agreement that 
requires transfer of title upon completion of the required 
payments and payment of an option price not exceeding the 
greater of $100.00 or one percent of the total required 
payments. 

(c) As used in this subchapter, "short-term" lease or rental 
agreements nieans those for a term of six months or less, and 
"long-term" lease or rental agreements means those for a term 
of more than six months. 

18:24-32.3 Tax base and calculation of tax 

(a) The tax base and method of calculating the tax, which 
depend upon whether the lease or rental agreement is short-
term or long-term is as follows: 
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1. Agreements for a term of six months or less. The tax 
base for these short-term rentals and leases is either the 
total amount of the periodic payments due under the 
agreement, that is, the amount of rent due, or the original 
purchase price of the property; and 

2. Agreements for a term of more than six months. The 
lessee pays the sales tax to the lessor either on the lessor's 
original purchase price of the leased property or on the 
total of the periodic payments required under the lease 
agreement. 

(b) Interest or finance charges are included in the tax base 
when calculating the amount of tax due. 

(c) The treatment of trade-ins is as follows: 

1. The value ofa trade-in of the same kind of property, 
accepted in partial payment for the lease, will reduce the 
tax base. 

2. Reduction of the tax base through trade-in credit is 
available only when the lessee trades in property that is 
owned and not merely leased. 

i. Reduction of the tax base through trade-in credit 
is not allowed if the lessee turns in leased or rental 
property for credit. 

ii. Reduction of the tax base through trade-in is not 
allowed if the property traded in will not be held for sale 
(including lease or rental) by the lessor. 

( d) Charges for delivering the leased property to the lessee 
are included in the tax base. 

(e) Manufacturers' rebates and the value of manufacturers' 
coupons are included in the tax base. 

(f) The treatment of special charges in motor vehicle 
leases for terms of more than six months is as follows: 

1. The portion of the lease payment attributable to 
capitalized sales taxes is not included in the tax base; 

2. The portion of the lease payment attributable to the 
payoff of a prior loan on a trade-in vehicle (negative 
equity) is not included in the tax base; 

3. The portion of a lease payment attributable to the 
buy-out of a prior lease is not included in the tax base; 

4. Acquisition fees are included in the tax base; 

5. Capital cost reduction payments are included in the 
tax base; 

6. Fees commonly known as "motor vehicle fees," 
which are imposed by the State, including title and 
registration fees, are not included in the tax base; 

7. Reimbursed coupons or rebates, regardless of 
whether directed toward payment of up-front fees or cred-
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ited as a capital cost reduction payment, are included in the 
tax base; 

8. The allowed value of a trade-in vehicle, which was 
owned by the customer and is taken by the dealer for resale 
is credited against the tax base for purposes of computing 
the sales tax; 

9. "Gap coverage" sold by and the premium collected 
by the leasing company is included in the tax base; 

10. "Gap coverage" sold to the buyer directly by a third-
party insurer is not included in the tax base; and 

11. Other lessor charges, unless specifically excluded by 
rule, are included in the tax base, regardless of their desig-
nation. 

18:24-32.4 Payments, collection, and remittance of tax 

(a) The legal incidence of the sales tax on leases and 
rentals falls upon the lessee. 

1. The lessee pays the tax to the lessor on short-term 
and long-term rentals and leases. 

(b) Lessor's collection and remittance obligations are as 
follows: 

1. The lessor must collect the sales tax from the lessee 
on both short-term and long-term rentals and leases; 

2. The lessor must separately state the sales tax on 
invoices, billing slips, and similar documents given to the 
customer; 

3. When the lease agreement is for a term of more than 
six months, the lessor must remit the full amount of tax due 
on the lease at the time of filing the monthly or quarterly 
sales and use tax return for the period when the leased 
property was delivered to the lessee in New Jersey, 
regardless of whether the tax is calculated on the original 
purchase price of the property or on the total of the peri-
odic payments required under the lease agreement; 

4. When the lease is for a term of six months or less, 
the lessor must charge the customer sales tax at the time of 
each periodic payment and must remit the tax at the time of 
filing the monthly or quarterly sales and use tax returns for 
the periods when the periodic payments are charged to the 
customer; 

5. Since the lessor collects sales tax from the lessee on 
both short-term and long-term lease and rental agreements 
beginning on or after October 1, 2005, the Lessor Certifi-
cation, Form ST-40, should no longer be used; and 

6. The lessor may be held personally liable for ume-
mitted tax. 
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18:24-32.5 Treatment of leases when property is 
relocated to or from New Jersey before 
expiration of the lease 

(a) If property purchased outside of New Jersey for a lease 
or rental that originated outside this State is subsequently 
brought into New Jersey for use in this State, tax is due on 
each of the subsequent lease payments attributable to the 
period of the agreement remaining after the first use in this 
State. Lessee's tax liability is reduced by credit for sales tax 
paid to the state where the lease began, if the tax on the full 
lease was due and paid to that state at the inception of the 
lease, with no right of refund of that state's sales tax under 
that state's law. 

(b) If property originally leased in New Jersey is penna-
nently relocated to another state before the expiration of the 
lease, the lessee is entitled to a partial refund of the amount of 
sales tax paid allocable to the portion of the lease or rental 
that remains in effect after the property is removed from New 
Jersey, if the following conditions are met: 

1. The state to which the property has been relocated 
does not provide a credit against its own sales or use tax for 
the tax paid on a lease that began in this State; and 

2. If the state to which the property is relocated taxes 
leases or rentals on a lump-sum basis, it allows a cor-
responding partial refund when property originally leased 
there is subsequently relocated to New Jersey before the 
lease expires. 

18:24-32.6 Sourcing 

(a) The general rule, for leases or rentals of tangible per-
sonal property other than motor vehicles, trailers, or aircraft, 
or "transportation equipment" is as follows: 

1. If a lease or rental does not require periodic 
payments, the lump sum or accelerated payment is sourced, 
for sales and use tax purposes, to the location where the 
leased property was first transferred to the lessee, that is, 
either to the seller's place of business or to the location of 
the delivery; and 

2. If the lease or rental does require periodic payments, 
the first periodic payment and any down payment, rebate, 
or other taxable receipts at the inception of the lease are 
sourced to the primary property location. Subsequent 
periodic payments will also· be sourced, for sales and use 
tax purposes, to the primary property location provided by 
the lessee to the lessor in good faith. 

(b) Sourcing for leases and rentals of motor vehicles, 
trailers, semi-trailers, or aircraft that do not qualify as "trans-
portation equipment" is treated as follows. 

1. If the lease requires periodic payments, each peri-
odic payment is sourced to the primary property location, 
that is, the address provided by the lessee, in good faith, 

18:24-32.7 

and maintained in the lessor's ordinary business records in 
good faith. 

2. If the lease does not require periodic payments, the 
payment is sourced the same as a retail sale, that is, to the 
location where the property is delivered. 

3. This subsection does not affect the requirement of 
collecting and remitting sales tax on an accelerated basis 
on leases for a term of more than six months. 

( c) Sourcing for leases and rentals of "transportation 
equipment" is treated as follows. 

1. "Transportation equipment" includes railroad cars, 
trucks, with a gross vehicle weight rating of 10,001 pounds 
or more, certain passenger buses, air carriers, and contain-
ers for all of these. It does not include passenger cars and 
most motor vehicles or boats. 

2. Leases or rentals of transportation equipment are 
sourced to the location where the leased property was first 
transferred to the lessee, that is, either the seller's place of 
business or the location of delivery. 

18:24-32. 7 Treatment of leases that began before 
October 1, 2005 

(a) Any leases of tangible personal property that began 
before October 1, 2005, continue to be treated, for sales and 
use tax purposes, according to the provisions of the prior law, 
P.L. 1989, c. 123. 

1. Short-term agreements, for contract terms of 28 days 
or less, were called "rentals" and were treated as taxable 
retail transactions. 

2. Longer-term agreements, for contract terms longer 
than 28 days, were called "leases" and were subject to use 
tax payable by the lessor, not the lessee. 

i. The lessor had the option of calculating its use 
tax on either its purchase price of the property to be 
leased or on the total of the lease payments payable by 
lessee for the full term of the lease, excluding interest. 

ii. The lessor's use tax had to be paid in full with 
the monthly or quarterly sales and use tax return for the 
period when the lease began. 

iii. Sales tax was not payable by the lessee. 

iv. New Jersey tax paid on the lease is not refund-
able if the leased property is relocated outside New 
Jersey before the lease expires. 

v. Leases that began before October 1, 2005, con-
tinue to be nontaxable to the lessee (that is, the cus-
tomer). 

(b) Leases that are renewed after October 1, 2005, are 
treated as new leases, subject to the new sales and use tax 
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treatment of leases enacted pursuant to P.L. 2005, c. 126, 
effective October 1, 2005. 

( c) The following is a chart summarizing the differences 
between prior treatment of leases and rentals under P.L 1989, 
c. 123, applicable to leases beginning before October 1, 2005, 
and the new treatment of leases and rentals under P.L. 2005, 
c. 126, applicable to leases and rentals beginning on or after 
October 1, 2005. 

Terms "lease" or 
"rental": 
Legal incidence 
of tax (who is 
liable to pay the 
tax): 

Collection of 
tax: 

Threshold for 
determining 
whether tax is 
remitted on 
accelerated basis: 
Refunds if lease 
property is 
relocated outside 
New Jersey 
before expiration 
of lease: 

Leases and rentals 
beginning before 
October 1, 2005 
(P.L. 1989, c. 123) 
Different meaning 

Lessor paid use tax on 
leases for terms of over 
28 days, while lessee 
paid sales tax on 
rentals for terms of 28 
days or less 
Lessor collected tax 
only on rentals for 28 
days or less. Lessor did 
not collect tax on 
leases over 28 days 
Term of more than 28 
days 

No refund 

Leases and rentals 
beginning on or 
after October 1, 
2005 
(P.L. 2005, c. 126) 
Interchangeable 

Lessee pays sales 
tax, regardless of 
length of term 

Lessor collects on 
lease/rental 
regardless of 
length ofterm 

Term of more than 
six months 

Allocated refund 
(certain 
conditions) 

SUBCHAPTER 33. MASSAGE, BODYWORK, AND 
SOMATIC SERVICES 

18:24-33.1 Scope of the subchapter 

The provisions of this subchapter implement N.J.S.A. 
54:32B-3(b )(9), as authorized by N.J.S.A. 54:32B-24. 

18:24-33.2 Tax imposed on massage, bodywork, and 
somatic services 

(a) Charges for the retail sale of massage, bodywork, and 
somatic services are subject to sales tax, except when these 
services are rendered pursuant to a doctor's prescription. 

(b) The sales tax applies when such services are rendered 
in New Jersey. There is no New Jersey use tax imposed on 
massage, bodywork, or somatic services received outside of 
New Jersey. 
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18:24-33.3 Definition of "massage, bodywork, and 
somatic services" 

(a) "Massage, bodywork arid somatic services" means 
systems of activity of structured touch, which include 
holding, applying pressure, positioning and mobilizing soft 
tissue of the body by manual technique and use of visual, 
kinesthetic, auditory and palpitating skills to assess the body 
for purposes of applying massage, bodywork or somatic 
principles. Such application may, for example; include the 
use of therapies, such as heliotherapy or hydrotherapy, the 
use ofmoist hot and cold external applications and external 
application of herbal or topical preparations. 

(b) For purposes of the Sales and Use Tax Act, "massage, 
bodywork, and somatic services" do not include: 

1. Services rendered by persons in the following med-
ical and medical-related fjelds, when they are performing 
services they are authorized to perform within the scope of 
their specific professional licenses: medical doctors 
(M.D.), doctors of osteopathy (O.D.), dentists, chiroprac-
tors, physical therapists, registered nurses (R.N.), podi-
atrists (D.P.M.), certified midwives; 

2. Acupuncture; or 

3. Cosmetic and beauty services, such as manicures 
and pedicures, cosmetic facials and cosmetic wraps, depil-
atory services, hair styling, sauna baths, and other services 
that are designed primarilyto enhance appearance or clean-
liness. 

18:24-33.4 Doctor's prescription 

(a) Charges for massage, bodywork, or somatic services 
are not subject to sales tax if they are rendered pursuant to a 
doctor's prescription. 

(b) To qualify for the prescription exemption from the 
imposition . of sales tax on massage, bodywork, or somatic 
services, a doctor's prescription must satisfy the following 
requirements: 

1. It must be in writing; 

2. It must state the purpose of the referral and describe 
the conditions or needs to be addressed by the prescribed 
massage, bodywork, or somatic therapy; 

3. It must contain the name of the patient and name and 
signature of the referring doctor; 

4. The referring doctor must be one of the following 
licensed professionals: medical doctor (M.D.), osteopath 
(O.D.), chiropractor, podiatrist (D.P.M.), psychologist with 
a doctorate in psychology, or dentist; and 

5. The referring doctor must be one who is providing 
treatment or consultation services for the patient being 
referred for massage, bodywork, or somatic services. 
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18:24-33.5 Type of facility does not affect taxability 

The taxability of the services does not depend upon the 
type of facility where the services are performed. Massage, 
bodywork, and somatic services are taxable regardless of 
whether they are performed in a massage-only facility, a 
clinic, a spa, an athletic facility or other location in New 
Jersey, unless they are performed pursuant to a doctor's pre-
scription. 

18:24-33.6 Contracted services and employee services 

(a) Massage, bodywork, and somatic therapists, masseurs, 
and other service providers who are employed to perform 
these services do not collect sales tax on their salaries. 

(b) Massage, bodywork, and somatic therapists, masseurs, 
and other providers of these services who are paid fees by an 
employer to perform their services at a professional office, 
athletic facility, spa, clinic, or other facility as independent 
contractors do not collect sales tax from the facility on the 
fees they charge to the facility. 

( c) A business, such as medical office, spa, health club, 
massage facility, or clinic that offers massage, bodywork, or 
somatic services provided by its employees or contract 
workers, and that bills clients for such services provided, is 
the "seller" of the services and must collect and remit the 
sales tax on the receipt for taxable massage, bodywork, and 
somatic services. 

SUBCHAPTER 34. INVESTIGATION AND SECURITY 
SERVICES 

18:24-34.1 Scope of the subchapter 

The provisions of this subchapter implement N.J.S.A. 
54:32B-3(b)(l 1) of the Sales and Use Tax Act, and clarify the 
scope of the imposition of sales tax on investigation and 
security services, as authorized by N.J.S.A. 54:32B-24. 

18:24-34.2 Categories of investigation and security 
services 

(a) Investigation and security services means any of the 
following categories of services: 

1. Investigation and detective services; 

2. Security guard and patrol services, including body-
guard and personal protection, guard dog, guard, patrol, 
and security services; 

3. Armored car services; or 

4. Security systems services, including security, bur-
glar, and fire alarm installation, repair or monitoring ser-
vices. 

18:24-34.3 

18:24-34.3 Investigation and detective services 

(a) Investigation and detective services, including the 
services of detective agencies and private investigators, and 
fingerprint, polygraph, missing person tracing, and skip trac-
ing services are subject to tax as investigation services. 

(b) Such services are taxable regardless of whether the 
service provider has a license. 

( c) Examples of services taxed as investigation and de-
tective services include, but are not limited to: 

1. Lie detection services; 

2. Background checks (that is, criminal background, 
tenant/employee screening, employment and education ver-
ification); 

3. Insurance claim investigation (whether performed by 
a licensed private investigator, a third-party administrator, 
or any other type of business); 

4. Online or "real-life" research services to track down 
unclaimed assets; and 

5. Online or "real-life" research services to track down 
birth parents, kidnap victims, debtors, lost pets, missing 
persons, or others. 

(d) The following are not deemed to be investigative or 
detective services and are not taxable: 

1. Charges by a business hired by an attorney to issue 
subpoenas and court summonses; 

2. Skycap services performed at an airport; 

3. Ticket and baggage checks to verify the passenger's 
identity; and 

4. Insurance claim adjustment services, for example, 
evaluation of liability or damages, settlement negotiations, 
trial preparation or settlement of claim. 

( e) The amount of the receipt subject to sales tax includes 
the fee charged for the investigation and security service, as 
well as any expenses and overhead costs incurred by the 
seller, which are passed on to the purchaser of the service, 
regardless of whether they are separately itemized. For 
examples, charges for transportation, employee, telephone 
and Internet and other expenses incurred by the seller and 
billed to the purchaser of service are subject to tax as part of 
the receipt for the taxable investigation and security service. 

(f) Investigation and detective services are sourced for 
sales tax purposes to the jurisdiction where the purchaser of 
the service makes first use of the service. "First use" is 
deemed to be the location where the investigative report is 
delivered or, if the report is delivered electronically, to the 
purchaser's billing address. 

(g) The service provider may claim a resale exemption 
from sales tax when purchasing property and services that are 
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actually transferred to the purchaser of the services, such as 
photographs, video cassettes for surveillance records, printing 
and copy charges related to the investigative report, and when 
purchasing investigative and detective services subcontracted 
to another service provider. 

18:24-34.4 Security guard and patrol services 

(a) Security guard and patrol services include, for ex-
ample, bodyguard, personal protection, guard dog, guard, 
patrol, and security services. 

(b) Security guard and patrol services are sourced to the 
jurisdiction where the purchaser of the service makes first use 
of the service. Security guard and patrol services provided for 
a specific location, are sourced based on the location of the 
property being guarded. Thus, security guard and patrol 
services performed at a location in New Jersey are subject to 
tax. 

18:24-34.5 Armored car services 

(a) Taxable receipts for armored car services include 
miscellaneous service charges, such as: 

1. Armored transportation - delivery and pick up of 
coin and currency; 

2. Excess bin charges; 

3. Excess bag charges; 

4. Excess skid charges; 

5. Emergency armored delivery of unscheduled trips; 
or 

6. Federal Reserve trips. 

(b) An armored car service provider may charge separately 
for armored car services and cash management services. 

( c) Separately stated, commercially reasonable charges for 
cash management services are not taxable. 

1. Examples of cash management services include: 

i. ATM cassette preparation. Unloading an ATM's 
cassette, verifying, counting currency, placing cash into 
the empty ATM cassette, reloading and sealing it; 

ii. Change order preparation. Preparing coin and 
currency for delivery to the location of the purchaser of 
the service; 

iii. Currency verification. Counting inbound and 
outbound currency to verify cash amounts; 

iv. Deposit processing. Counting, verifying and con-
solidating (wrapping, banding and rolling) customer de-
posits; and 

v. Envelope processing. Verifying commercial drop 
envelope deposits, counting currency, coin and checks 
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and consolidating (wrapping, banding and rolling cur-
rency and coin) for deposit. 

(d) Charges for armored car services are sourced as fol- '.~ 
lows. If the armored car service is performed entirely within 
New Jersey, it is subject to sales tax. If the service is not 
performed entirely within this State, then the service is 
sourced to the jurisdiction in which the purchaser of the 
service is located. Thus, if the location of the purchaser of the 
service is in New Jersey, regardless of whether goods are 
picked up or delivered to that location, the service is subject 
to sales tax. 

18:24-34.6 Security systems services 

(a) Installation of mobile or portable alarm systems, closed 
circuit monitors, recorders, cameras, rented or temporary 
alarm systems, and other alarm system installations that do 
not result in capital improvements are taxable pursuant to 
N.J.S.A. 54:32B-3(b )(2) and (11). 

(b) Installations of hard-wired alarm systems and any other 
alarm system installations that result in a capital improvement 
to real property are taxable pursuant to N.J.S.A. 54:32B-
3(b )(11) as security services. 

( c) Alarm monitoring services have been taxable pursuant 
to N.J.S.A. 54:32B-(b)(ll) and (3)(t). 

SUBCHAPTER 35. INFORMATION SERVICES 

18:24-35.1 Scope of the subchapter 

This subchapter is intended to clarify the scope ofN.J.S.A. 
54:32B-3(b)(12) of the Sales and Use Tax Act, which 
imposes tax on "information services." 

18:24-35.2 Taxability of information services 

(a) The retail sale of information services delivered to 
purchasers in New Jersey is taxable. 

(b) "Information services" means as defined in N.J.S.A. 
54:32B-2(yy). 

18:24-35.3 Information services distinguished from 
information-related services 

(a) Information services do not include professional and 
personal services, such as the services of lawyers, physicians, 
accountants, engineers, or architects, in which the service 
provider may collect and review information in preparation 
for doing the work that is the true object of the service, such 
as preparation of legal briefs, medical treatment plans, tax 
returns, blueprints, architectural designs. These services con-
tinue to be nontaxable, because they are not deemed to fall 
within any of the categories of services enumerated as taxable 
in N.J.S.A. 54:32B-3. 
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(b) A business, which sells access to any type of in-
formation, other than personal or individual information, 
through any means (for example, an electronic database or 
subscription to a hard copy report) is selling an information 
service, because what the customer seeks in that transaction is 
the information itself. For example, sales of access to stock 
quotes, legal research resources, local property tax values, 
and marketing trends, through electronic databases or through 
subscriptions to hard copy reports, are sales of information 
services. 

18:24-35.4 Examples of taxable information services 

(a) The following are examples of information services 
subject to tax under N.J.S.A. 54:32B-3(b )(12): 

Example 1: A business sells mailing lists, which are 
delivered to the customer either in hard copy, as labels, or 
through electronic means. 

This is an information service and is subject to tax. 

Example 2: A business sells credit reports both to 
individuals seeking their own report, and to business that 
will use the information for reviewing credit history. 

This service is an information service and is subject to 
tax. The information is furnished in reports sold to persons 
other than the individual whose personal information is 
contained in the report. 

Example 3: A business collects and compiles informa-
tion from different sources regarding new construction 
projects. It provides the information to purchasers of its 
services in abstracts or reports. The abstracted information 
may be accessed from the business's website, or the pur-
chaser can obtain the information via email or by facsimile. 

This service is an information service and is subject to 
tax. The information is not personal or individual. 

Example 4: A business maintains a computer database of 
statistical information, which is sold to purchasers. A 
purchaser pays a fee for a period of time during which the 
purchaser can access the information online, with the 
option either to view it or to download and/or print it. No 
disk or other information is sent to the customer. 

This service is an information service and is subject to 
tax. The information is not personal or individual. 

Example 5: A business sends severe weather alerts to a 
purchaser's e-mail address or mobile device. Purchasers 
are charged an annual fee for this service. 

This service is an information service and is subject to 
tax. The information is not personal or individual. 

Example 6: A business tracks and measures sales of 
drugs to pharmacies, hospitals, nursing homes and other 
service providers. Purchasers stipulate the parameters of 
their request, for example by indicating the specific drugs, 
the geographic area, or the time frame. 

18:24-35.5 

This service is an information service and is subject to 
tax. The fact that the purchasers customize their request by 
selecting the particular information to be searched does not 
make the information personal or individual. 

Example 7: A web-based business gathers statistics con-
cerning the characteristics and activities of internet users 
and publishes these statistics on its website. This informa-
tion is available to anyone subscribing to the service. 

This service is an information service and is subject to 
tax. The information is not personal or individual. 

Example 8: A web-based business provides a legislative 
tracking service, which allows purchasers to select the type 
of data searched, based on their particular needs. 
Subscription fees are based on the number of bills tracked, 
the number of users, or some other means. 

This is an information service and is subject to tax. The 
purchaser's selection of the information to be searched 
does not make it personal or individual information. 

18:24-35.5 Examples of services that are not treated as 
information services 

(a) The following are examples of services that are not 
treated as "information services" under N.J.S.A. 54:32B-
3(b)(2) of the Sales and Use Tax Act because they consist of 
furnishing "personal" or "individual" information specific to 
the particular purchaser and not furnished to others: 

Example 1: A service provider assembles data provided 
by both its purchaser and its purchaser's suppliers. The 
data pertains to the purchaser's transactions buying and 
selling telecommunication services. The data is then put 
into a common format and entered into a database managed 
by the service provider. The data used to provide the 
service is not made available to any other potential 
purchaser. The database and certain software is accessible 
online, only to the specific purchaser. The service 
provider's software allows the purchaser to view the data 
and manipulate and analyze the data in many different 
ways to help them reduce costs and maximize revenue. 

The information in the database is personal or individual 
to the purchaser, and not furnished to others by the service 
provider, and therefore is not an information service, as 
defined in the Act. 

Example 2: A business is involved in producing custom 
market research reports to assist its purchasers in making 
marketing decisions. The business develops a questionnaire 
specific to the needs of each individual purchaser, 
interviews random respondents, tabulates and analyzes the 
data and communicates the findings to the purchaser in a 
report. The business is prohibited from disclosing any part 
of the project to anyone else. 
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The information is personal or individual to each cus-
tomer, it is not provided to others, and thus the service is 
not an information service. 

Example 3: A web-based business allows purchasers to 
obtain up-to-date information · about their own websites, 
such as viewers' online behavior. The information is 
collected by the business by embedding code into the 
purchaser's website design, which causes the information 
to be sent to the business's server. Purchasers can request 
reports based on their needs, such as the amount of time 
their customers spend viewing, length of time on the 
website, etc. 

The information is personal or individual in nature, and 
thus, the service is not an information service. 

Example 4: A business sells a news clipping service 
whereby it searches information from a variety of sources 
and gathers any information that mentions the purchaser's 
name. The information collected is provided to the 
customer. 

The information is personal or individual to the cus-
tomer, and therefore the service is not an information ser-
vice. 

(b) The following are examples of services that are based 
on information, but are not taxed as information services 
under N.J.S.A. 54:32B-3(b )(2): 

Example l: The principal purpose of a multiple listing 
service, which is available only to a real estate licensee, is 
to facilitate offers of cooperation and compensation be-
tween brokers. 

This service is not an information service and is not 
subject to tax. 

Example 2: As requested by purchasers of its services, a 
business obtains information concerning a particular piece 
of real property, which may include an on-site inspection 
of such property in order to sell a real estate appraisal to 
banks, mortgage companies, individuals, etc. 

The appraisal service is not an information service and is 
not subject to tax. 

Example 3: A business sells consulting services to ad-
vise purchasers of their service about their hardware and/or 
software needs. These services include interviewing staff to 
gather information and presenting a written report on find-
ings and recommendations. 

The consulting service is not an information service and 
is not subject to tax. 

Example 4: A business sells "contract programming" 
services, which consist of the design, development and 
implementation of computer programs based on the pur-
chaser's particular computer system. 
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The consulting service is not an information service and 
is not subject to tax. 

Example 5: An attorney consults with a purchaser of his 
professional services, gathers information and draws up a 
legal document, such as a will, a contract, a power of 
attorney, etc. 

The service is not an information service and is not 
subject to tax. 

Example 6: A business performs environmental testing 
services and issues a report on factors, such as the 
condition of the property, levels of a particular substance or 
habitability. 

The testing service is not an information service and is 
not subject to tax. 

Example 7: A business sells payroll processing services, 
which consist of receiving employee specific information 
and printing pay checks, pay stubs, or similar items. 

The payroll processing service is not an information 
service and is not subject to tax. 

Example 8: A business sells court stenography services, 
which result in a transcript of court or other legal proceed-
ings. 

The court stenography service is not an information 
service and is not subject to tax. 

Example 9: A business provides accident reconstruction 
services, which include obtaining and reviewing police 
reports, medical records, etc, and a physical inspection of 
the scene. 

The accident reconstruction service is not an information 
service and is not subject to tax. 

Example 10: A title insurance company performs a title 
search on real property, examines the information and 
determines whether to issue a title insurance policy to the 
Pl!rchaser. 

The issuance of a title policy, which includes the pass-
through of costs associated with obtaining and examining 
the information, is not an information service and is not 
subject to tax. 

Example 11: A business receives orders from lawyers 
for the preparation of certificates to form corporations or 
limited liability companies. The documents are prepared, 
hand-delivered to Commercial Recording for filing, 
retrieved once they are registered, and sent to attorneys. 
The business also receives documents from purchasers of 
its service, which it submits to the State for filing. 

This is not an information service and is not subject to 
tax. 

Example 12: A company, professional organization or 
trade school offers educational seminars, classes or courses 
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attended by individuals seeking continuing education 
credits, required pre-licensing education, or to advance 
their expertise in a particular profession. Written and 
published educational material may or may not be 
distributed to participants attending these educational 
programs. 

The educational seminar, class or course is not an infor-
mation service and is not subject to tax. 

(c) Fees paid to New Jersey or Federal governmental 
agencies to obtain documents, records, or other infor-
mation, which the agency is required to maintain as part of 
its regulatory or administrative function are not subject to 
tax. Examples include: 

1. Fees paid to municipal clerk's office to obtain a copy 
of zoning map; 

2. Fees paid to police department to obtain a crime 
report or motor vehicle report; and 

3. Fees paid to the State Division of Taxation to obtain 
a copy of a tax return previously filed. 

SUBCHAPTER36. SALESPRlCE 

18:24-36.1 Scope of the subchapter 

This subchapter clarifies the application of the "sales price" 
defmition in N.J.S.A. 54:32B-2(oo) and at N.J.A.C. 18:24-
1.2. 

18:24-36.2 Application of "sales price" 

(a) The taxable receipt or sales price includes all taxes 
imposed on the seller. 

1. Excise taxes, which are imposed on manufacturers, 
importers, producers, distributors or other sellers are in-
cluded in the receipt on which sales or use tax is computed, 
even though the excise tax may be separately stated to the 
purchaser. Thus, the Federal manufacturer excise taxes 
imposed on the sale or lease of certain automobiles (gas 
guzzlers) are included in the taxable receipt, as are the 
excise taxes on tires, sporting goods and firearms. 

2. Excise taxes, which are imposed on the purchaser 
are excluded from the taxable receipt; for example, the 
Federal retail excise taxes on heavy trucks and trailers sold 
at retail, and the Federal luxury tax on certain retail pur-
chases. 

(b) Expenses billed to a purchaser but incurred by a seller 
in making a sale of taxable goods or services, regardless of 
whether the expenses are taxable or nontaxable, and regard-
less of whether the expenses are separately billed to a pur-
chaser, are not deductible from the receipt on which sales tax 
is computed. 

18:24-36.2 

Example 1: An equipment repairman charges $20.00 per 
hour plus certain expenses when on a service call. The 
purchaser is billed as follows: 

Repair time-2 hours@ $20.00 
Travel time 
Parts 
Meals 
Sales price 
The receipt subject to 7 % tax is $75.00. 

$40.00 
10.00 
20.00 

5.00 
$75.00 

Example 2: A photographer contracts with a purchaser to 
sell photographs at $50.00 each in addition to the 
reimbursement of certain expenses. The purchaser is billed 
as follows: 

Photographs (2) @ $50.00 
Model fees 
Meals 
Travel 
Props (Flowers) 
Sales price 
The receipt subject to 7% tax is $200.00. 

$100.00 
60.00 
10.00 
25.00 

5.00 
$200.00 

(c) Term discounts, which are given by a seller for the 
purpose of encouraging prompt payment on an account, 
known as "early payment discounts," are deductible from re-
ceipts. 

Example: A seller gives a purchaser a two percent 
discount for paying the price of a $100.00 camera within 
10 days. If the purchaser pays within 10 days, the sales tax 
is to be computed on the taxable receipt of$98.00. 

Merchandise price 
Less 2% early payment discount 
Sales price 
Sales tax at 7% 
Amount due 

$100.00 
2.00 

$98.00 
6.86 

$104.86 

( d) Discounts that represent a reduction in price, such as a 
trade discount, volume discount or cash and carry discount, 
are deductible in computing the taxable receipt. 

Example 1: A seller gives a purchaser a 30 percent 
discount for purchasing 1,000 light bulbs. The discounted 
price charged is the taxable receipt. The purchaser is billed 
as follows: 

1,000 bulbs @$0.50 
30% volume discount 
Sales price 
Sales tax at 7% 
Amount due 

$500.00 
150.00 
350.00 
24.50 

$374.50 

Example 2: A seller gives a purchaser a 10 percent cash 
and carry discount. The discounted price will be the taxable 
receipt. The purchaser is billed as follows: 

Merchandise 
Less 10% carry and carry discount 
Sales price 

$50.00 
5.00 

45.00 
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Sales tax at 7% 
Amount due 

3.15 
$48.15 

( e) When a seller issues a coupon entitling a purchaser to 
receive a discount upon presentation, and the seller receives 
no reimbursement from any person, the sales tax is due from 
the purchaser only on the discounted price, which is the 
actual receipt. 

Example 1: A store issues a coupon entitling the holder 
to purchase a product for $0.20 less than the regular selling 
price. The purchaser is billed as follows: 

Regular price 
Store coupon 
Sales price 
Sales tax at 7% 
Amount due 

$1.00 
.20 
.80 
.06 

$.86 

Example 2: A store issues a coupon entitling the 
purchaser to receive two items for the price of one. The 
purchaser is billed as follows: 

Regular price for one item 
Store coupon for free item 
Sales price 
Sales tax at 7% 
Amount due 

$1.00 

1.00 
.07 

$1.07 

(f) When a seller issues a coupon entitling a purchaser to 
pay a reduced price on an item purchased, and the seller is 
reimbursed by a manufacturer, distributor, or any other third 
party, the tax is due on the full price of the item. The receipt 
is composed of the amount paid plus the amount of the 
coupon's stated value. 

Example: A store issues a coupon labeled "mfr" entitling 
the holder to purchase an item for $ 1.00 less than the stated 
purchase price. The seller would bill purchaser as follows: 

Regular price $10.00 
Sales tax at 7% .70 
Sales price 10.70 
Manufacturer coupon 1.00 
Amount due from purchaser $9.70 

(g) If a manufacturer issues a coupon entitling a purchaser 
to pay a reduced price on an item purchased, the tax is due on 
the full price of the item. The receipt is composed of the 
amount paid and the amount of the coupon's stated value. 
The coupon value reflects the payment or reimbursement by 
another party to the seller. 

Example: A manufacturer issues a coupon entitling the 
purchaser to purchase an item from a seller for $0.20 less 
than the purchase price. The seller bills purchaser as 
follows: 

Regular price 
Sales tax at 7% 
Sales price 

$1.00 
.07 

1.07 

Less manufacturer coupon 
Amount due from purchaser 

TREASURY-TAXATION 

.20 
$.87 

(h) When a manufacturer or a seller issues a coupon 
involving a reimbursement but does not disclose that fact to 
the purchaser on the coupon or in an accompanying 
advertisement, the seller will collect from the purchaser only 
the tax due on the reduced price, but will be required to pay 
the tax applicable to the entire receipt, that is, the amount of 
the price paid and the reimbursement received from the 
manufacturer. The abbreviation "mfr" appearing on the cou-
pon shall constitute adequate notice that it is reimbursable by 
a third party. 

(i) Any allowance or credit for property of the same kind 
accepted in part payment by a seller on the purchase of 
tangible personal property and intended for resale by such 
seller shall be excluded when arriving at the receipt subject to 
tax. Only the net sales price of tangible personal property is 
subject to tax. 

Example 1: An automobile dealer allows a purchaser a 
$2,000 trade-in for a used automobile, accepted in part 
payment against the purchase price of $20,000 for a new 
automobile. The dealer will hold the used automobile for 
resale. The purchaser is billed as follows: 

New automobile 
Trade in 
Sales price 
Sales tax at 7% 
Amount due 

$20,000 
2,000 

$18,000 
1,260 

$19,260 

Example 2: A motor vehicle dealer allows a customer 
$500.00 for a used boat, accepted in part payment against 
the purchase price of $20,000 for a new automobile. A boat 
is not property of the same kind as an automobile. The 
customer is billed as follows: 

New automobile $20,000 
Sales tax at 7% 1,400 
Sales price 21,400 
Trade-in 500.00 
Amount due $20,900 

U) Any charge made by a seller of tangible personal 
property subject to tax for the shipping or delivery of such 
property is included in the receipt subject to tax, unless the 
property is not taxable or the sale is entitled to exemption 
from tax (see N.J.A.C. 18:24-27). 

(k) Any charge for credit imposed by a seller and paid by a 
purchaser in addition to the purchase price, under a desig-
nation, such as interest, finance, or carrying charge, is not 
deemed to be part of the sales price of tangible personal 
property or charge for services rendered, if the amount is 
separately stated on the invoice, bill of sale, or similar 
document given to the purchaser. Such charges constitute 
consideration for the extension of credit and shall not be 
included in the receipt subject to sales tax. 
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Example: A seller sells furniture for $1,000 a,nd charges 
one a,nd a half percent iQterest per D1onth on the . out-
standjng balance. Only the $i,000 selling pripe is a receipt 
subject to tax. 
(l) Charges imposed by a cyedit qan:l cc;)lnpany that are 

deducted frolll a participating seller's account are charges for 
fmancial services renclered. Such charges have no bearing on 
t~e computation of receipts su,bject to tax, · 

ExaD1ple: A seller sells · furniture for $1,000, The pur-
chaser uses a bank credit Cltl'd, · The bank, when remitting to 
the seller, deducts a five percent service qharge ($50.00). 
The selleris required to charge and relllittax on $ l,000. 
(m) The amount Qfthe sales price ofit~s of property paid 

in or eHgibl1;: · for paylt1ent with food sta,1l'.lps i1,sued in 
accordance with the Federal Food Stlllllp Act of 1977, 7 
U.S.C. § 2011 et seq., is exqluded frolll taxable re9eipts. In 
tb.e case of food staD1p eligible purchases, otherwise taxable 
items wilt· be exempt.· from sales tax when . foQd st1Unps are 
presented in full paylt1ent or when cash . is sµbmitted with 
food statnp!! used as a partial payment. F oQd and . f()Qd 
ingredients exelllpt frolll · sales tax under N,J.S,A. 54:32B-8.2 
remain exempt whether or not purqhased with food stamps. 

ExaD1ple: If a purchaser pres1;:nts $10.00 in food staD1ps 
and $32.00 in cash as payment for $42.00 worth of food 
stamp eligible it~s, the entire $42.00 is exempt frolll tax. 
Under these fact!!, th1;: exemption applies even ifth1;: $42.00 
worth of food stlµllpable itellls consisted of food stAA}p eli-
gible, but sales taxable, food a,nd food in$redients, such as 
candy. The purchase of taxable it1;:ms, wllic;b are not fQod 
stalllpable remains.subject to sales tax. 
(n) A manufacturer's rebate, whether or not paid directly 

to the purchas1;:r, is not deductible· :from the receipt on which 
sales tax is c9D1p1,1ted. 

Example: An autolllobile · dealer agree1, · to sell an . auto.-
mobil1;: to a purcllaserfor $70,000. As a sales inc;entive, the 
manufacturer agrees to give a rebate of $500.00 (o a pu,r-
chaser whQ purchases· ail automobile during. the month of 
D1;:celllber. The purchaser elects tQ have the rebate paid to 
the dealer. The purchaser is billed as follows: · 

Sales price $20,000 
· Sales tax at 7% 1,4()0 
Amount d1,1e 21,400 
Manufacturer's rebate -500.00 
Net cost to purchaser $20,900 
(o) For exaD1ples of how delivery charges affect the tax-

able receipt, see N.J.A.C. 18:24 .. 27.2(d). 

SU8CHAPTER 37, MEP~CAL 

18:24-37.l Scc;,pe of sul)chapter 

This subchapter provides gµi¢i,µce as tc;, the scope of 
N.J.S.A. 54:32B-8.1 of the Sales and Use Tax Act, which 

18:24,-37.2 

provides a,n exeD1ptiot1, for drugs ancl ~ertain medical equip-
lllent for hunian use. 

18:24-37,2 ])e:fiQitions 
··The foJlowing worcls an4 terms, as 1,1sed ip. this s1,1bchapter, 

sha.lJ have the following llleattings, unless the c9nte:8:.t clearly 
indicates otherwise: 

"])rl,lg" .D1ea11s a c9D1powicl, substance, or prepar~.tion, and 
any component· Qf a c9µipQ1md, s1,1bsta,nce, ·.qr· preparation, 
other than food a,nd food jngreclients, c,tietary 1.1upplem.ents, · o,r 
aic9holjc beverages that is: 

1. ItecogJJized in the official United States PltannacQ,-
poeia, official IIQllle.<>pathic Pharmacopoeia· of the United, 
State!!, or official National Fonnulary, an4 a,ny suppll;'lllent 
to a,ny of these p1,1bli_catiQns; · 

2. I11tended {Qr use in the diagqosis, cure, lllitigation, 
treatment, or prevention of disease; or · •. 

3. lntend.ed to aff1;:ct the structµre or any funqtion of the 
body. . . 

''l)µrable lllecfical ((lqu,ipment" llleans equ,ipltlen,t, inclll4blg 
repair and replacement Parts, but not itlcluding lllObility en; 
bancing equipD1e1;1.t, that: · · 

1. Can withstand repeated use; 

2. Is prilllarily iµid Cllst9niarily used tQ serve a medical 
purpose; 

~- Js generally µ9t useful Jo a persoq in the abse1,1ce of 
illnt.1ss or jnjucy; a,nd 

· 4. Is not worn in or on the b<>dy, 

"Grooming and hygiene product" lllea,ns a soap or cleanitlg 
s9lutio1;1., sbaD1poo, toothpaste, m9utliwll!!h., anti.,p~spirant, 9r 
sun tan lotion or scret.1D,, regardless of whether tJie iteD1 D1eets 
the definition of "over-the-cpunter dl'l,le;," 

"Home U$e'' n:ieans tl.t.at the equipment is sold to an incli .. 
vidual for use where· tpe indMdual resicies. This lllay incluge 
residential facilities, $UCh as· a nursip.g 4ome, assisted care 
center, or school dormitory. · 

"M:edical purpose" mea,ns that the equ,iplllent is 1,1sed fpr 
the diagnosis, treatment, or cure of djseas~. illness, or injWY, 

"Mobility enhancing eqqiplllen.t" piea,n,s eCJ.QipQtent, in-
clu4i,:ig repair and replacement parts, · other durable 
medicalequipment,that: · 

1. Is pritnarily and c1,1stpD1l!,l'ily used to pn,viqe or in.,. 
crease the aJ.,ility to 1t1ove frQlll one place to a,nother and 
which i1.1 appropriate for use either at h()llle or in a lllQtor 
vehicle; · 

2. Is not generally used by persons with noflllal mobility; 
and 



3. :Ooes not indµde any motor vehicle or equip01ent on 
.. a 01otor vehicJe normally provided by a motor· vehicle 

manufai.::turer. 

"Over.,.tl).e-coµnter-drug" means a drug that qontains a label 
t4at identi6es the product as a drug, as reqµired by 2 l CFR 
201.66. The lallt:l 01ust include: 

1. A "Drug Facts" panel; or 

2 A stati;:roent of the "active ingredient" or "active in,. 
gredients" wi,th a list of those ingredients contained in the 
compoµnd, substanqe, or preparation. "Over-the-coµnter 
drug'' does not inqlµd.e a grooming and hygiene product: 

''Prescriptic;,µ'' means an order, formula, or recipe issued in 
any form.of oral, 'Vritten, electronic, or other means oftrans-
missio11 by a duly licensed practitioner aµthorized by the laws 
~f®s State. 

"Prostb,etic device" means a replacement, correqtive, or 
sµpportive · device, in~ludmg repair and replacement parts for 
sanie, worn 011 or in the body in order to: 

1. Artificially replace a missing portion Qfthe body; 

2, Prevent or . correct a pbysical deformity or malf4nc,-
tiol1; or · 

3. Support a we~ or deformed portion of the body. 

18:24.,.37.3 Dr1,1gs and over-the-4!ounter-drugs 

(a)· Sales of drugs sold pursuant to a doctor's prescription 
for hl,ll11an. use and over-the-counter,-drugs when sold for hu-
man use are exempt from sales and use tax. In order t(} deter-
n:rlne ff an ovet .. tl).e-counter prQduct is an exempt QVer-the-
COUllter,-drug, the label wust be ex~ed to verify that it in-
cludes a "Drug Fa(.}ts" panel or a list ofl'active ingredients." 

(b) Gategories Qf prod119ts may inclu.de both taxable and 
tax-~empt items. for e~aniple, some types. or brands of 
bandages are exempt because they have active ingredients, 
while others are taxable ·because they do not·contain active 
ingredie11ts. 

(c) E?1-:antples of drugs and over-the-counter.,.drugs, the· • 
sales ofwhich·are ex(;}Dlpt from sales and use tax, include, but 
are not limited to: 

1. Acne medications; 

2. An,algesics. ( aspirin, acet~ophen, .ibuprofen, ·:tceto-
profeµ, naproxen, etc,); 

3, Analgesic heat rubs (mµscle lµldj<>int); 

4. Antacids; 

5. Anti1'iotic creanis and, ointments; 

6. Antifungal creams and ointments; 
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7. Antibis~es; 

8. Birth COBtrol (pills, patches, IlJD); 

9. Bum remed,ies; 
I 

10. Contraceptives (gels an4 foanis); 

11. Cold and cough medications, dr9ps, and lozenges; 

12. J;)econgestants; 

13. Dermal fillers"' inje9ti.bles; 

14. DiE!lysis dialysate s9lution; 

15. Diaper rash creanis; 

16. Dressings - i;nedicated; 

17. Drug solµtions (ad mixture, irrigation, IV); 

18. :E<:ye wops (tears and lubricants, bµt not saline solu-
~ion); · 

19. Gases (medical grade nitroµs oxjde, helium, air, car-
b9n dic,,xide, oxygen);. 

20. Hydrogen pen>xicl~; . 

21. Insulin; 

22. Laxatives; 

23. Petroleµll).jelly; 

24. Povidone iodine (PVP); 

2$. :Radioactive isotopes (itµplanted seeds); 

26. Reagents; 

27. Rµbbing E!lcohol; 

28. Sleeping pills; 

29. Smoking cessation. ~s and patches; 

30. Vaccines; 

31. Vapor rubs; a11d 

32. Ye.1:tst infection medicaticms. 

18:24-37.4 Grooinh•g and bygiene products 
(a) Sales of groo11,1ing@d hygiene prod11cts are subj~ to 

sales an4 use tax. · · 

(b) If the prodµct meets the definition of a "drqg" and is 
sold pursuant to ll doctor's presqription, it is exempt fr9m tax 
under N.J.S.A. 54:J+B.,8.1, as a drug. 

· ( c) A gr9oµtillg and hygiene proclllct generally refers to , 
personal care prodt:a~s pµrchased for non-medical reas9ns. 
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( d) Examples of groor.nin,g i:jnd hygiene proqucts include, 
hut are not limited to: 

1. Cleaning flµids and saline solutions for contact 
lenses; 

2. Deodorants; 

. 3, Denture cle!lllers; 

4. Body washes; ap.d 
5. Conditioners. 

18:24.,37.5 . Durable medit;al eqllipment 
( a) S.ales of durable medical equipment for home use when 

sold for hum,an use are exempt from sales apd use tEIX• 
(b) Repair and rq,lacement · parts for qualifying durable 

medical . equipment· for home use are ex;ep:1pt.. pisposable or 
single use items used in conJunctjon . witJ.1 durable i;µedic!ll 
equipment are not exempt as repair or replacetnent pap;s. 

( c) Charges for servicing, rq,air.itJ.g, · or 1llajntai»itJg quali-
fied durable medical equipment for home use are not subjt:ct 
to tax. SeeN~J.S.A, 54:32B-3(b)(2)(ii). 

( d) An exemption certi:fipate · is not required to purchase 
durable medical equipment for home use. · · 

( e) Examples of· dµrable meqical equipment include, hut 
are not limited to: · 

1. Apnea monitors (CP AP) - not worn on the boc;ly; . 

2. Aqua K pumps and therapeutic heating Qr cooling 
pads, compresses, or packs; 

3. Aspirators; 

4. Bed pQlls, comm9des, urin,als, colleption hags; . 

5. Bed pads (alternating pressure pads); 

6. Billie lights; 

7. Blood glucose monitoring machines;· 

8. Blood pressure machines and cuffs; 

9. Cardiology and, cardiopulmonary equipment; 

10. :Oefibrillators (portal)le automatic - external) and 
cables; 

11; Enteral - feeding. bags, feeding · connectors, feeding 
tubing, pumps - not worn, on the l)ody; 

12. Heat lam.ps; 

13, Heating pads; 

14. Hospital be<ls and accessories; 

15. Icepacks; 

16, Intravenous stands an!i 1V poles,; 

17. IV therapy ann boards, - reusable; 

18. Kinetic therapy bec;ls,; 

19. Medical monitoring equipment; 

2(). Mini dopplers; 

21. MQnitors; 

· 22. Nehulfa:ers; 

23. Opthahµascopes; 
24, · QtQscQpes; 

18:24-37.5 

25. Qxyge11 concentrators, regul.atQrs, tents, 311d face 
lll,as,ks; 

26 .. Overbed table and tray; 

27. Percussors; 

28. Progranunable drug infµsio11 device; 

29. Resuscitators ., reusal;,le; 

30. Speech aids • electr9rtlc;; 

31. Stethoscopes; 

32. Suction machines; · 

33. TENS units~ not wQrn, Qn the 1:>ody; 

34. Uternwmeters (oral, rectal, ear, etc.)• reusable; 
35, Tractfon eqµipment; · · 

3(;. V entiJators; and 

37. Kidney dialysis eqµipment. 

(f) Items collllllonly used,. by pe9ple without a medical 
co11diti<>n are 11,ot exempt as cl.wable med,.ical eqµipment. 

:Examples include, bµt ~e not linlited to: 

1. Air conditiQners; 

2. Bed wedges; 

3. Dehumidi:fiers; 

4. :Humidifiers; 

5. Cubicle cµrl~µis; 

6. Exercis,e equjpiµent; 

7. M~sagf!rs; 
8. PillQws Qlld blankets; 

9. Reaching aic;ls; 

10; Scales; !llld 

11. Specimen coPctainers 

Supp. 4 .. 6~l~ 



J8~2~7~(i Mol>Wtf enJian~btg eq~p.uent 
, ( a) ~ales of µio1'iUty enhffllci11g equipm~t wheii solc;l for 
li.~ qs~ ~4 pqrsu11nt to a do~s prescription are ~~pt , trow·s.a1~s and \1Se 41x. '. · · · · 

(b) Qwges for eqµj:wneJ1t anc;l la,bor fo mo<Jify a vehicle 
J:)9!it .. pr<>4ppti!im .to n;ialce it Iuw~capped accessible are eJtempt '(rqm ta.x; . .· . . . . . . . . . . . 

(c) Repw and repl~ent muts for qqalifying mobijity 
e,:tluin~ittg e9,'limue.11t are exempt frmµ t~. . 

(c;l) Cl>:IJ!ges for s~cing, rep~, or maint~ qiµw.~ 
fied m9bil~cy ~cing equipment are not subject to tax. See 
~.1.~.1\, $4:,z:P~3Cb)(i>CU>- · 

'i . . . . .· ·, . ,· . 
· (~) Examples of nu>b.Uity· enhantjng equipment include, 

b1Jt are not Jtfuited to: · · 

l,. ~4j~11table .li~~t toilet 11eats; 
z. :Qa$ {rl(,11! (raise(l toUet s~t. tub, and $how~ stool); 

~. Canes; 
4. Gb.air lifts; 
~. Orllwlie~; 
• (i, 'aand rail11 and gr.ab bars;. 

. 7; im chajr:s; 
8. ra«ent Ufts.~ __ bathtu~. etc.); 

· 9, SFPQters tµ1c;l ~port~s; 
. ' .... · . 

10. Sp~a11>1-91tairs; 
l l, S]Jllg~ fo litl patients; 

· 12. Swivel seats; ,·' ·,.: ,.· :·' ' 

l,3 .. Trape:ze ll~, bed pulJ,qp T; 
14, · Transfer belts, ~ches, apd chairs; 

1$. Walkers; 
· 16. Wh~lci4airs (iPclu4ing t,~s, cu~ons, · an4 

safety l;lelts); a,u,c;l · 

17. ~eelchair 1'flW::PS (portable). 
(t) Pµrchases of itepis. by a private b~iness for use by °"'" 

~te ~tC)ll),ers are subje<?t to tax. Examples inclu~e, b\it are 
not lfrnitedtq: · · 

· J. A, wheel9hair p~based by a casi,to t<> be qsc,4 by 
91,lsto01~s while vi11iting the cashto; t\ll<J · · · 

. . 

2. A s~ter pm-c~e(i by a store ·that wiU be ~ed by 
a • .1.:1 h . ~st()µl~ ~ua es, opp,µig, 

Supp,:+-6~U 

1~:2+37 .7 · Pt,stbetic Pvi~ 
(a) Sales of prosthetic devic;es when sold.for h~ ·1JSe 

are exempt ftoµl. sates 811d qse ~- .- · · 

(l;l) Repajr aii4 repl~eni -~ for pr-t;)l!tb~Q 
devjces are exen,.pt fu>m tax. _. · · · · 

·(c). ~es for servicing, rq?airing; or mahitaming t{uali ... 
fled Pl'Ql!thetic 4evi~s .a@ not subject to ta,x . .See N.J.S.A. 
54:32B~3(1,)(2)(ii), . ·· . . . 

( d) Exa,Q1ples qf PrQsthetic devi~ . incluc;le, but are J:1.Pt 
limited to; . . 

-1. l\b@nritµd belts, binders, and sµpports; 
2. A~ess p9rts; . 

. - .. 

3. Apn~ mmdtQr11 ((;!)AP)- worn 011 the bod:y; . 

4. An;n slµ-lgs; 
5, N.t~ pro11theses· (1,U1iij,c.ial ~es iQlpb1nte<finto· h~~); . ··•· . . . .. . . 

(j. Ac.etabul~ Clij)!!; 

7. M«~~bo~ stoc~; · 
8. ~cial eyes, i;teart valv~~ la,cyJtx, JW~s, vfllve11; · 
9 .. · .f.\.trial valves; 
10. 134me- <Xmwt an,d wax; 
11 .. aone gr9mh s~~tqr" Q1' implAAted; 
.12; I3p1e PUlS, plate$~ ffllils, ~; 
13. Br~s(d~t{lJ, b~,8Pkle); .· ·. 
14. 13reast pro!!thesi11 - ~tema,1; 
1$. Cas~s. fl>~ p3(14ing. fusjc;le. any part of tlll!!t; . 

: . .. . . 

16. C~tbeters (foley; feeding, drainage~ ostQm.y, urimirY, 
c;lialy!!is); · · · · 

17, Cervical c~ll.lµ'I!; · 

18. Cochlear iwPlft.11.t devices; 
19. Go!}age\1 ~p13Ats; . 
2Q .. GQlostomy ~vices; 
21, Go11eetive eyeglasses a11d ~o.nbict l~es iµcluc;ling 

~on,.--pres'?P,Ption gtasse11; · · · · 

22, ~fibri!Jator •d leads • blip~teci; 
23. f)el)tures 811d ~ental prosth~sis; 
24, Orainag~ drains, shqnts; 
25. · Grafts (val\lQUlat, Of.lcrpri); . .. . 1·,:. . 

0 
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26. · Gastric bands; 
27. Headhalters; 
28. Hearing aids and batteries; 
29. Implanted expander; 
30. Infuser pumps - worn on. the body; 
31. Insulin pumps; 
32. Implants (breast, ear, nose, throat, hands, :feet, hip, 

Imee, membranes (neuro, spiµal, joint), ocular, orbital, 
orthobiofogics, shoulder,· elbows, synthetic s~in, c0,chl?f, 
tendon, testicular, and penile); · · 

33. Intragastric l;)alloons; 
34. Kr),ee immobilizers; 

· 35. Mastectolli.ysurgical bras; 
36. Maxillofacial devices - implanted; 
37. Orthopedic shoes, shoe lifts, iµsert11, arch supports, 

heel protector; · · 
38. Ostomy products (aclhesives, b~ers, collection bag 

' and pouches, drain tiJl;)e and valve, mbing, hernia belt); 
39. Pacemakers and leads - worn on the b0,dy; 
4Q. Penile pumps; 
41. Pressure g&,r01ents (edemaglows, mast pants, burn 

gannents ); · · · · 

42. Progran1.lllable drug infusion clevices - worn on. the 
body; . . 

43. $lings; . 
44. Speech aids (electronic}- worn on the body; 
45. Splints; 
46. Staples tu1d sutures; 
47. Stents; 
48. $urgical lllesh illlplants; 

· 49. TENS units-worn on b9dy; 
50. Trachea tubes; 
51. Tracheostollly speaking valve; 
52. Trac:;tion devices (cervical, pelvic) - worn on the 

body; 
53. Trusses; and 
54. Vena cava filters. 

18:24-37.8 Other staqit()ry exemptions 
(a) Sales of the following when sold for human use are 

exelllpt :frolll sales ancl use tax: · 
1. Diabetic supplies; 
2. Tampons and like products; 

:18:24-37.10 

3. l\1edical oxygtlll; and 
4. Human blood and its derivatives. 

18:24-37,9 Purchases by m.edical service provic:J.ers 
(a) Supplies are taxable when pw,chased for use in provig-

ing llledical services. for compensatic,t). and not transferred to 
the purchaser ofthe.setvice, 

1. "Transferred to the purchaser" meaµs that the patient 
must actul:!lly leave the h9spital, ntedical, office, etc. with 
the property; 

2. ~xi:llllples of 11upplies that ~e llOt transferred to the 
purchaser include: 

i. Cotton 1;,alls; 
ii. Tongue depressors; and 
iii. Hypodentiic needles tu14 syringes. 

(b) Qualified n<>nprofit, Federal, $tate, Qr local governlllent 
. Qwned and operated hospitals and n1.miing hollles lll8Y. PW" 
chase supplies atid other tangible :personal property, suph as . 
durable medical equip111ent and mQl;)ility ellhancing equip-
ment, which will· be utilized for their own l,ISe without the 
paytllellt of tax by issuing the seller a copy of the orgatliza-
tiQn's Exempt Qrgaµizaticm Certificate (Form. $T-5) and 
paying with qrganizational funds. Governmental purchasers 
may dQcuniellt · the . exelllption by · issuin,g a valid purchase 
order or contract sigued by an authorized officer and.paying 
with iovernment funds. $ee N.J.S.A. · 54:3213-9. For exalllple, 
a noµ-profit hospital that Ims applied (9r atid received Fonn 
ST-5 from the Division tlliJY pUt'cha.se a wheelchair to be uti-
lized by patielltS whjle ~taying at the hospital without the 
payment of tax. The exempt organi;zation is required to issqe 
Fonn ST-5 to tl:ie seller alld ma.ke paymellt with orgatiiza .. 
tional funds. 

( c) A nursittg home, hospital, or other 111edical service pro .. 
vider niay purchase tangil>le pers~w-al property that will be 
resold to a patient withou,t the payment of t~ by is~u~g a 
fully completed resale certi:ticate to the seller. The nursing 
h<>llle, hQspital, Qr other medical service provider will llOt 
9ollect tax from the patient if tlie tatigib\e persQllal property i11 
exenipt frolll tax. 

18:24-37.10 Purchases or re,ilnburiileg,.ent ofpl'operty ~Y 
Medfcaic:J. pr Me(Jicare, 

(a) Direct purcha$es by the Federal govermnellt are ex-
empt from tax, See N.J.S.A. 54:32B .. 9(a), :For example, if the 
Federal goverrµnent (for exalllple, lMedic?.id. or Medicare) is 
directly purchasing property, no· t.?.x is due, re$a,rdless . 9f 
whether or not the property llleets the N,1.S.A. 54:32B .. 8,1 · 
exemption. 

(b) The purchase of property retlllbu,rsecl. by the Federal 
goverlllllent (:for exalllple, M.edicai<l or Medicare) is subject 
to tax unless the pr<>perty meets N . .J.S.A. 54:32B-8.1, as 
N.J.S.A. 54:32B .. 9(a) i~ not applicable, 
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